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Planning from Year to Year 

WHAT IS important in the compromise reached in the Wanning Commi¬ 
ssion on the question how the level of government outlay on development 
is to be determined and how it is to be phased over the five years begin¬ 
ning with 1969-70 is, of course, not that it has saved Mr D. R. Gadgil’s 
face for him, but that it has struck a blow against adventurist economic 
policies. 

Jt is true that there has been nominal agreement on a fourth Plan sup¬ 
posedly involving an outlay of Rs 14,800 crores in the public swtor and 
an unresolved resources gap of at least Rs 5,500 crores, but the really oper¬ 
ative part of the settlement surely is the emphasis now placed squarely on 
framing the annual plans in accordance with visible resources. The fourth 
Plan, in other words, has bam postponed for the lime being, without the 
government being prepared to say so in so many words. In this context, 
it is signiticant that the outlay on the central sector in the annual Plan for 
J%9“70, which would be the first year of the fourth Plan so-called, is to be 
of the same size as in the current year. 

It is clear enough now that Mr Morarji Desai has won hands down. 
He has carried his point that neither the economy should be firmly com¬ 
mitted in advance to a schedule of public sector outlays over the next five 
years which may not be sustained by the quantum of resources that can 
possibly be raised without risking inflation or a slowing down of economic 
growth, particularly industrial expansion. In the process, he has also suc¬ 
cessfully maintained his position that the central government should not 
be committed a priori and without sufficient thought to a fiscal programme 
for raising additional tax revenue which may run counter to the require¬ 
ments of the current phase of economic recovery and its consolidation. In 
the circuimtances, there is no need for such of us as rightly value the im-' 
portance of combining growth with stability to be unduly upset by the 
abstract figure of Rs 14,800 crores which is shown in the present compro¬ 
mise as the notional aggregate of public sector outlay to be aimed out over 
the next five years. What really matters is that the actual quantum in this 
respect will ultimately be settled in terms of and through the discipline of 
the five annual plans. 

It may be emphasized here that the annual plan will necessarily have 
to be framed with a perspective not limited by its own current 12 months. 
After all, much of the resources which are to be mobilised for investment 
during, say, 1969-70, would have had to he generated earlier and in this 
sense the situation of the economy in 1968-69 is also relevant to the framing 
of the annual Plan for 1969-70. In a similar way, the development expendi¬ 
tures planned for and undertaken in 1969-70 will have to be related to the 
economic prospects of 1970-71; otherwise, projects or programmes may be 
started in 1969-70 without reasonable assurance of their not being stalled in 
1970-71. Thus, even the annual plans would clearly demand that the 
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economic policies or strategies through which they arc to be 
implemented do keep in step with trends and movements in the 
economy. It follows that the emphasis which is now going to 
lie placed on annual plans need ndt and should not hr allowed 
to come in the way of the continuity, coherence and coordination 
which arc essential to the smooth progress and success of orga¬ 
nised development activity. 

Of the probable dimensions of this development activity in 
the coming years there is no reason as of now why a moderately 
cheerful view should not be taken. It is, no doubt, obvious 
enough that economic growth is not going to shoot up in any 
spectacular fashion in the coming years immediately ahead. 
At the same time, enough basic progress has .started taking place 
in agriculture for ihc hope to be justified that the poverty, back¬ 
wardness and Ihe social and economic rigidities of this sector, 
which have been so heavily weighing on the impulses of growth, 
will start becoming less hurdensome. In industry, there has 
been a partial recovery from recession and while much lost 
ground is yet to be recovered, there is an unmistakable change 
in mood in the private sector. Mr G, I>. Birlu, for instance. 


spoke recently of demand picking up in some of the depressed 
industries and the resumed opening up of opportunities for in> 
dustriai expansion and the starting of new industries. 

The wholesome attitudes struck by the Deputy Prime Mi¬ 
nister and the Finance Minister with regard to such matters as 
the need for restraint in additional taxation, which is, of course, 
part of the new spirit of realism and responsibility which has 
been asserted in framing the strategy' of the fourth Plan, should 
assist thc'private sector in putting its best foot forward. A good 
deal, however, would depend on the government's willingness 
and ability to withdraw progressively restrictive regulatory 
measures and processes, while simplifying procedures and im¬ 
proving the administration of such controls as may remain. 
We wish we could say that the trends here are in the right direc¬ 
tion. Unfortunately, there still remain large elements of ambi¬ 
valence, equivocation or indecisivencss in the administration’s 
thought, word or deed. It is these avoidable government-made 
obstructions which must cause concern rather than anything 
that may be said or settled at Yojana Bhavan about targets or 
outlays of the fourth Plan. 


Prices under Control ? 


WITH THE prospect of bumper food and cash crops being 
harvested for the second season in sua'csston, it will be Inte¬ 
resting to find out what exactly is the impact of a higher level 
of agricultural production on the price structure and to what 
extent the economy has benefited by a containing of inflationary 
pressures and an increase in the purchasing power of the rural 
population. The most striking feature of the developments in 
the commodity markets in the past two years relates to the re¬ 
versal of the upward trend'noticeable in the 'sixties in the index 
of wholesale prices for all commodities. From 127.SO (base : 
19.S2-S.1-=^I00) in 1960-61 there was an uninterrupted rise to 
202.90 at the end of 1966-67 and to 224.10 in October, 1967. 
It is interesting to note that the increase in the index for all com¬ 
modities in 7J years by nearly 7.S per tvnt was mainly due to the 
fantastic rise in the index for the foinl group which by October, 
1®67 stood at 265..10 as against 118.10 at the end of 1960-61. 
For the first time since the second Plan period there was a drep 
in the index for all camniodhics to 200.60 at the end of 1967-68 
from 202.90 at the end of March, 1967, It is necessary to point 
out here that the net decline was achieved after the upward 
trend had persisted till October, 1967. 

Thereafter the levels of prices for many commodities are 
tending to get stabilised and except for raw jute which has been 
unfortunately affected by a serious shortage due to unfavourable 
weather conditions and a diversion of acreage, no violent chang¬ 
es have been recorded. The question may well be asked now at 
what levels the prices for food and cash crops should be stabi¬ 
lised and in what directions special attention should be given 
to overcome shortages or inadequacies that still exist. In the past 
few moniiis many Jeremiahs became vocal when the index for 
all commodities started moving up again and touched the high 
level of 221.90 at the end of September, 1968 and-the food group 
also was higher at 250.80. This was due to the fears that the 
drought conditions and the havoc caused by floods in several 
parts of the country would result in a serious decline in agricul¬ 


tural production and inflationary pressures would again assert 
themselves. Happily, these fears have not materialised and the 
downward trend has been resumed. During the week ended 
November 16. the index for all commodities had come down to 
212.50 and that for the food group to 229.80. In the corres¬ 
ponding week last year, the indices for the two groups stmxl at 
213.70 and 244.30 respectively. The absence of a more pro¬ 
nounced decline in the general index in the past year is due to 
the fact that many manufactured goods have become costlier 
on account of increased wages and costlier power and trans- 
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port charges. What is important from the point of view of 
chartists is the fact that the peak levels touched on October 14. 
1967 have not been pierced and there is actually apprehension 
at the present moment about unremunerativc prices being rea¬ 
lised for raw cotton and oilseeds and unattractive levels being 
touched by pulses and coarse cereals. 

It has not been possible so far to estimate precisely what 
will be the size of food and cpsh crops and whether it will be 
necessary to intensify procurement operations in the coming 
months in respect of wheat and coarse cereals. But official 
and trade estimates of food production do not disclose any wide 
divergence and it is confidently expected that the total yield of 
food crops will not be less than 9S million tonnes, very nearly 
equal to the record of 1967-68. The yield of raw cotton in 196^ 
69 is anticiiNitcd to be more than the output of t)u last season 
by even 500,000 bales while the earlier fears about a serious short- 
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fall in the production of oilseeds have been belied. Raw cotton 
prices have registered a significant decline in the past few weeks 
while oilseeds are being quoted again at low levels, the specu' 
lative rise in recent months having been fully wiped out. If the 
rjhi crops also prove to be satisfactory it will be reasonable to 
expect that by March, 1969 the index for all commodities will 
register a new low level and for nearly 18 months, a fa'rly stable 
level of prices would have been ensured. 

The developments in March-May this year should be inte¬ 
resting as it is during this period that there will have to be an 
intensification of procurement operations relating to wheat 
and coarse cereals and the full impact of two good agricultural 
seasons will be felt on the price structure and on the supply 
situation. If after a close study of the new factors that have 
been responsible for bringing about the breakthrough in the 
agricultural sector, it is possible to say that a reasonable level of 
agricultural production can be ensured, even under difficult 
conditions, the government can be confident of keeping under 
check inflationary pressures if there was an attempt to increase 
plan outlay in 1969-70 in pursuance of the demand by the state 
governments for larger assistance for plan schemes and for a big 
increase in total outlays. The inflationary pressures noticeable 

Preparing for 

THE RECENT seminar on containerisation in Bombay, was 
a significant event. It is for the first time in this country that this 
subject has been considered by all the concerned interests, as 
Mr L. N. Birla, chairman of the All India Shippers’ Ccmncil 
(AISC), said in his presidential address on the occasion. The 
AISC has special reasons to feci gratified about this, inasmuch 
as the seminar happened to be in response to a suggestion in this 
behalf made by the Council itself in Madras early last year to 
Dr V. K. R. V. Rao, union Minister for Transport and Ship¬ 
ping. And Dr Rao too must have bwn happy that the seminar 
could be held so soon, thanks to the concerted efl'orts of the 
Dircctor-Gencral of Shipping, the Shipping Corporation of 
India, the Indian National Shipowners' Association and the 
All India Shippers’ Council. Surely all this connotes the begin¬ 
ning of dynamic thinking in the ficl;l of tnfisp >rl. as Mrs Siimaii 
Morarjee of Scindias put it. 

The biggest challenge that so far-reaching a change as con¬ 
tainerisation has to meet, especially in a developing country with 
a heavy backlog of unemployment such as ours, is one of alti¬ 
tude. "The first pre-requisite of any change”, as Mr Birla 
aptly described, "is a change in attitude; without such a change 
the process of change will not he smooth”. It is. therefore, 
gratifying to note from the several speeches made on the otxa- 
sion that there is complete awareness of this on all sides. The 
union Transport Minister and Mr Birla, as also Dr Ramaswami 
Mudaliar, chairman of the Seminar Reception Committee, made 
pointed and particular references to this aspect, and these should 
satisfy even Mr S. R. Kulkarni, President of the All India Port 
and Dock Workers’ Federation, who chose the eve of the seminar 
to warn the government, the shipowners and the employers of 
dock workers, including the port authorities, "not to force con¬ 
tainerisation unle.ss all aspects relating to it, and particularly the 


in the past decade have been mainly due to violent fluctuations 
in agricultural production and any additional demand for consu¬ 
mer goods, under the altered circumstances, can be met through 
a better utilisation of the capacity of the existing industries. It 
will not, therefore, be incorrect to say that with a strengthened 
agricnltural economy a good base has been laid for implementing 
an ambitious fourth Plan. 

As a result of the pick-up in agricultural production and a 
slight revival in industrial activity, the national income rose by 
over nine per cent in 1967-68. There may be a further improve¬ 
ment in 1968-69 by five to seven per cent resulting in an additi¬ 
onal purchasing power, in constant term.s, of the people by over 
Rs 2,000 crorcs in two years. Thi.s improvement in national 
income has been helpful in di.splacing imports of agricultuml 
commodities to a significant extent and in reviving the demand 
for many consumer goods. The saving on account of displace¬ 
ment of imports and the scope for incrca.sing exports have been 
responsible for a contra-seasonal increase in foreign balances, 
as the Governor of Reserve Bank of India pointed out recently. 
If the proce.s.s of import substitution could be hastened and the 
boom in exports noticeable latterly could be sustained there is 
room for cautions oplimisin about the immediate outlook. 

Containerisation 

consequences of its introduction on national economy and port 
labour, are fully considered”. This stand is not unreasonable, 
but there arc some who tend to consider the problem from only 
a particular angle as, for instance, the international team of ex¬ 
porters who recently reported on the major ports of thi.s country. 
According to them, "with the possible exceptions of Bombay 
and Calcutta, the volume of general cargo susceptible to contain¬ 
erisation at any of the ports is simply insufficient to economically 
justify such sei vice.” This is bad enough but they also opined 
and il is not known what their basis was for such a view- that 
there is little possibility that any of the major Indian ports will 
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be required to aecommodate full container ships over the next 
seven to ten years! So it required both Mr Birla and Dr Rao 
to expatiate on whether our country can do without containeri¬ 
sation and drive home the point that, in the highly competitive 
world we live in, we have no alternative but to keep pace with the 
technological developments abroad if we do not want to see 
>ur goods become uncompetitive in the world markets. Even 
with freights as they are today, the competition from developed 
countries, by reason of several other advantages they enjoy 
over us, is keen and stiff enough in all conscience, and this posi¬ 
tion is btiund to become worse after they have taken to contain¬ 
erisation in a big way as they have begun to, in that one of the 
justifiable claims made for containerisation is the significant 
reduction in freight rates that it leads to. Mr Birla also made 
the point that, if our international trade declines, it would be¬ 
come difficult to maintain even the present labour force at our 
ports. 

In his welcome address, the pragmatist that he is. Dr Rama- 
swami Mudaliar pleaded for a rational approach to the prob¬ 
lem and. while not discouraging those who wish to usher in 
containerisation, he referred to the pros and eons of the prob¬ 
lems, in particular the heavy capital investment that it entails. 
Even he must have been impressed with the depth and clarity 
of Dr Rao’s inaugural address on the subject. The Trans¬ 
port Minister left no doubt in the minds of the large audience, 
comprising not only the concerned interests in the country, 
both official and non-olficiat, but representatives of UNCTAD, 
ECAFE and other international bodies as well, that this country 
must start thinking in terms of containerisation, and it is in this 
context that he welcomed the seminar as offering an excellent 
opportunity to every participant to exchange views and discuss 
various issues involved so as to provide a better insight into the 
problem of introducing containerisation in our shipping against 
the background of our situation and our special requirements. 
To clinch the issue so to say, he wanted the participants to bear 
in mind, while deliberating over these problems, what had been 
happening around us even in our immediate neighbourhood. 
To quote Dr Rao. ‘a big container port is being developed at 
Singapore. Matson Line has already indicated plans for extend¬ 
ing its US-Japan container service to South Korea, Hong 
Kong, the Philippines and, possibly, south-east Asia. Nearer 
home, port of Colombo has announced its decision to develop 
container facilities." As the Minister himself added, one need 
not have much imagination to realise the implications of these 
developments to our trade and our ports. So it docs not seem 
wise to dismiss Dr Rao and more enthusiastic shipowners who 
have been urging the need to give this question immediate at¬ 
tention. By their insistence they, even like the seminar parti¬ 
cipants. have done a distinct service to our exports, nay, to our 
economy. 

Dr Rao justified his claim as a great believer in the irresii- 
riblc mark of science and technology and its particular reference 
to ports and ships in this country, in his address which bore the 
imprint of his close study of the subject of unitisation of cargo 
in the liner trade, his personal visits to many major container 
ports of the world and his discussions with those concerned about 
,'ontainers at work. He drew the attention of the participant.s 
!o the following important points : The emerging fact of the 
'.cchnology of marine transportation and its impact on our inter¬ 


national trade; the drastic overhaul in shipping, port and trade 
practices involved in containerisation and ways and means of 
tackling this; susceptibility of liner cargo in our trade fpr con¬ 
tainerisation; preparing our ports for unitisation and the heavy 
capital investment involved therein; consideration of alter¬ 
native forms of unitisation to containerisation palletisation 
and pre-slinging - with particular reference to our trade pat¬ 
terns and resources; evolving methods and charting a course of 
action so as to keep the capital investment, particularly in the 
initial stages, to the barest minimum; and labour problems 
arising from containerisation and their solution. 

To most of these. Dr Rao provided convincing answers, and 
the seminar deliberations also disclosed the participant’s aware¬ 
ness of the several complexities involved in containerisation, as 
also the willingness of those concerned, officials as well as non¬ 
officials, to face them. Perhaps the most heartening feature 
was the assurance of the representatives of the customs depart¬ 
ment that they could devise many had serious apprehensions 
about this--appropriate arrangements for the handling of con¬ 
tainerised traffic as and when it came. Taking all factors into 
consideration, it would appear, those interested have come 
to the conclusion that our country must go in for containeri¬ 
sation, although in a limited way and on a phased basis, and 
should make a beginning with one port. In such an event, the 
obvious choice, of course, is the port of Bombay. 

dCfifet/i ^conombt 25 

JANUARY 7,1944 

To a country which has not yet shaken olT its political dependence, plan¬ 
ning by an irresponsible government is only a synonym for more efficient rule, 
although it cannot be expected that the full economic potentialilies of the 
country would be developed by such a government. To such a country 
the attainment of political freedom is necessarily of first priority. But even 
in a country which is free from the political domination of another country, 
a planned economy may possibly impose a degree of regimentation by a 
bureaucratic machinery which will render nugatory freedom for 'be great 
masses of its citireniy. The advocates of the liberal economic system have 
argued that the planned economy is both anIagonKtic to political freedom 
and. from the economic aspect, is inefficient and wasteful. The school of 
economics under the leadership of Prof, von Mises indeed tried to demons¬ 
trate that a planned economy because of its gigantic dimensions and inter¬ 
related complexities, is beyond human capacity to organise successfully and 
K hound to be incomparably inefficient. Even those who were before the 
war doubtful about the results of economic planning in Russia, have been 
impressed by the amazing strength and resiliency which the Russian econo¬ 
mic system has shown under difficult war conditions. Whatever be the 
advantages of freedom and initiative and the market mechanism in the capi¬ 
talist economy, the planned economic system has one decisive advantage 
o\vr the IbriTier. In the planned economy, after the initial period, almost any 
percentage of national income can be devoted to capital formation and conse¬ 
quently, apart from considerations of trade cycles in the laissez faire system, 
the planned economy can provide for a much higher rate of economic deve¬ 
lopment. In the capitalist economy the rate of economic development has 
averaged barely three or four per cent while in Russia, in spite of the enor¬ 
mous burden of armaments, it has been as high as 14 or 15 per cent. 
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End-of-term Report on the Cabinet 

The Editor 


WITH APOLOGIES to the reader for adopting a'familiar jour* 
nalistic trick of the season, 1 proceed to present a progress 
report of sorts on the central cabinet. 

Iniini Gandhi; Was put to school rather late, after taking a 
correspondence course conducted by her father; insists on sitting 
in the first seat in the front row; should be more interested in 
home work, but has the excuse that she is distracted by the whis¬ 
pering and murmuring going on in the kitchen; rather talkative, 
but means no harm or, indeed, anything; is suspected of having 
a mind of her own, but only when it comes to matters like cho¬ 
osing where she would live; not uniformally popular among 
her classmates and is frequently accused by some of them of 
trying to play one against the other ; has made considerable 
progress in arithmetic, thanks largely to her habit of constantly 
counting the days since she came to school; likes to learn world 
geography at first hand; .seems to have a charitable disposition 
since she regularly expresses distress over the poverty in her coun¬ 
try. 

Moraiji Desal; Could be persuaded only with great diffi¬ 
culty to occupy the second seat in the front row; reported to be 
finding it not too easy to settle down; appears to be on speaking 
terms, but no more, with his neighbour on the right and is also 
said to be given to speaking out; should soon be reaching the 
school-leaving age; meanwhile, he docs appear to be younger in 
body and mind than some of his classmates who may be younger 
in years; is accused by his detractors of trying to make up by 
faith what he lacks in imagination and by the courage of his 
convictions what hejlacks of information; a person, undoubtedly, 
of clean and simple habits and somewhat inclined to leave things 
to God; not widely liked perhaps, but, on the whole, highly 
regarded; he should, however, stop pretending not to be asking 
for money when caught stretching out his hand for it. 

Yashwant Ran Chavan ; Looks a tough guy and. therefore, 
often wants to act like one; actually given to careful, even timid, 
reckoning of chances and is not known to gamble; said to be 
Ambitious and anxious to reach the top of the class but would 
rather have others help him on his way than put a rash foot 
forward; is linked too closely for his comfort with the part of 
the country he comes from and is the cause of much merriment, 
innocent or otherwise, among his fellows, thanks to his foible 
of having himself surrounded with pictures and figurines of a 
certain historic character with whom he is suspected of identi¬ 
fying himself; otherwise a balanced person, reliable in difficult 
situations, provided he happens to find reliability rewarding. 

Jagjhnm Ram ; Has been in and around the school for 
donkey’s years; consequently, special arrangements have been 
made W his permanent presence; a good example of intelligence 
and experience profiting from each other; has many interests, 
the chief of which is himself; has a way with people, iViend or 
foe, blit is not one in whonthis classmates are too keen to con¬ 
fide; this does not, however, seem to come in the way of his 


getting to know anything that he needs to know; is credited with 
a loyal following and all the loyalty seems to be on one side. 

Swaran Singh ; Another perennial in residence: a jack of all 
trades who, nevertheless, has mastered some of them, including 
the art and craft of pleasing the big boys of both sexes; a good 
student but no scholar; rather clumsy with his hands and there- 
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fore, has to be watched in the laboratory-is suspected of having 
damaged some valuable properties (from Rourkela and elsewhere) 
by indifferent handling. 

V. K. R. V. Rno : Known as a promising pupil for a long 
time; has a habit of talking even if nobody is listening; has been 
set to paint lighthouses and play with paper boats; makes a 
show of enthusiasm, but is convincing only up to a point; has 
been often caught staring wistfully at the satchels of other boys 
including. 

Dinesh Singh ; A truly precocious pupil; has been receiving 
double promotions rousing the envy of his fellows; has appoint¬ 
ed himself monitor and seems to have got away with it: good at 
extra-curricular activities; his place in the class is indeterminate 
and, although formally occupying a seat in the second row, he 
is mostly found hovering over the first scat in the front row. 

Fakhmddin Ail Ahmed : Irregular and unpunctual in atten¬ 
dance - his excuse invariably is that he has been waiting for a 
small car which is not there; has a liking for kite-flying, but is 
not very good at it; cheats on his home work, keeps losing his 
exercise books and is generally indifferent to studies; quite plainly, 
he seems to take neither pride ut>rplea.sure in what he is siippos^ 
to be doing; his manners on the playground are equally un.satis- 
factory and even his own (eam-niates often complain that he is 
dilatory and obstructive; takes part in school debates only when 
he cannot avoid it and being careless and confused in his ideas, 
he invariably loses both argument and temper. 

Trignna Sen t Undoubtedly the most frustrating student 
around here; more to be pitied, however, than censured .since 
ho is evidently suffering from some weird hallucinations; imagin¬ 
es. for instance, that it is he who is teacher here and his persistent 
attempt to act out his illusion has led to considerable disorder 
and demoraliration among the (caching staff, nobody seems to 
know how he came to be here or what to do with him so long us 
he is here. 

C. M. Poonacha : Another problem boy: seems to be ill- 
starred and is prone to accidents: it is a wonder how he has kept 
his body and soul together or his limbs intact; not one of Nature’s 
^niuses certainly, but still he could have shown better results 
under more favourable conditions; as it is, he is apt to be inti- 
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midated hy the bullies in the debating society. 

Karan Singh ; Likes poetry, especially the line which goes 
"My face is my fortune, sir, she said”' "*e is always humming it; 
to be fair, however, there is more in him than meets the eye; 
only, he seems to suffer from an anatomical deficiency known 
as l-ack of‘guts'; this often results in his being subjected to pain¬ 
ful deprivations by his classmates - they recently denied him, 
for instance, the toy aeroplane he had set his heart on: neverthe¬ 
less, it is possible to tie hopeful about him since all that may be 
needed to toughen him up is a little rough play in the gymna¬ 
sium ; with the bad boys in bis class planning to snatch his 
purse, there is every chance of his getting exactly this treatment 
iKfore he is much older. 

Rom Subhag Singh : Was about to be overlooked fur, 
although there is so much of him, so much of it seems to mean 
so little; sincere, no doubt, and hard working and has pleasant 
manners; is said to have a rural background, but it is not known 
whether this is what makes him vegetate; in assignments involv¬ 
ing any kind of physical activity, his performance has been 
invariably poor and often irresponsible; for instance, he cannot 
be trusted to deliver a letter to an addressee and hi.s behaviour 
has often given room for the suspicion that he is looking for 
■incentives’ even for perfonning his routine chores; his upkeep 
is proving expensive and the rates have to be raised frequently 
to meet costs. 


a lawyer and if wishes wer^ horses, he should at least manage to 
ride this particular donkey (law being an ass) some day. 

JaisoUilal Httbi : A comfortable presence in the classroom, 
but no help in outdoor sports and games, especially when the 
going gets rough; will walk miles to avoid disturbing sleeping 
dogs; has a vast capacity for not noticing things when they go 
wrong and may conceivably allow the school building to burn 
down for fear of doing anything rash with the hydrant. 

K. K. Shah : A thoroughly disorganized person; has a habit 
of littering the place with failing newspapers and periodicals; 
makes a heavy draft on school stationery for printing handbills 
which he thrusts on all and sundry; docs not seem to care that 
these handouts, us he calls them, promptly hnd their way to the 
junk shop; spends his spare time, of which he seems to have 
plenty, in playing with empty ink bottles, pencil stubs and ciga¬ 
rette butts and claims that, with ih'ese trifles, be will succeed in 
constructing some day a wondrous contraption for capturing 
fn>m time and space the sounds that have been uttered since the 
world began; swears in this connection by what he calls ‘Nadha- 
brahmam' which seems to be a esoteric combination of religion 
and science Action: claims to be spiritually inclined but managed 
to outrage the more conservative spirits of the Parents' Associat¬ 
ion by proposing that the debating society of this co-educatiohal 
institution should discuss the pros and cons of allowing kissing in 
our motion pictures. 


Govhida Klenon : Has had traumatic experiences in a state Satya Narayan Sinha : Was enrolled at the last moment, 
called Kerala from which he comes; suffers from nightmares when admissions were about to be closed; easy-going and no 
and is also liable to throw a fit at any moment; aspires to become trouble to anybody. 

Fundamental Rights 

Dr a. appadorai 


OF THE many legislative measures which were considered by the 
Lok Sabha. which ended its session on December 20. 1968, 
perhaps the most significant was Nath Pai's bill seeking to restore 
to Parliament, acting with a two-thirds majority, the power to 
lake away or abridge fundamental rights. I say 'restore' because, 
until February 27, 1967, when the Supreme Court delivered its 
now famous judgment, in what is known as the Golaknath 
Case, placing a ban on the power of Parliament to take away or 
abridge fundamental rights. Parliament exercised that power; 
indeed two earlier decisions of the Supreme Court in 1951 and 
1964 had upheld Parliament's power to amend the Articles of 
the Constitution relating to fundamental rights including the 
power to take them away or abridge them. 

To understand the significance of tlie Bill, certain basic facts 
about our Constitution have to be grasped. 

First, we have a written Constitution; and none of the three 
parts of the government - the ’cgi.slature. the executive or the 
judiciary is sovereign. As tlic Supreme Court held in its 
judgment in the Golaknath Case, "no authority created under 
the Con.stitulion is supreme: the Constitution is supreme and 
all the authorities function under the supreme law of the land”. 
It follows that the amending body of the Constitution is vested 
with kgal sovereignty. The amending power is vested in Par¬ 
liament. passing a Bill in each House by a majority of the total 
memlicrship of that House ami by a majority of not less than 
two-thirds of the members of that House present and voting: 
in addition, for some specified subjects which affect the rights 


granted to the states in the constitution, such as the reprc.sentxit- 
ion of states in Parliament, the consent of at least one-half of the 
states exprc.ssed through their legislatures is also necessary. 
The amending process is, in the present writer’s judgment, quite 
a .satisfactory one being neither two flexible nor too rigid; it also 
draws attention to the fact that special attention must be given 
to the amendment of fundamental things such as fundamental 
rights. It should be clear that, when members of Parliament 
claim that Parliament is sovereign, the position is technically 
wrong. 

A second basic fact relevant to the consideration of the sub¬ 
ject is that fundamental rights are not unrestricted. The chap¬ 
ter on fimdamcntal rights itself vests in the state the power to 
impose reasonable restrictions on them. Hms the ri^t to free¬ 
dom of speech and expression is restricted by the power vested 
in the state to make any law in so far as such law "imposes reas¬ 
onable restrictions.in the interests of the security of the 

state, friendly relations with foreign states, public order, mora¬ 
lity.defamation, or an incitement 4o an offence; the right to 

form assiH’iations or unions is subject to the right of the state to 
impose "reasonable restrictions” in the interests of public order, 
and morality and so on. Which restriction is reasonable is. 
of course, subject to judicial review. 

And a third basic fact. An examination of the constitutional 
provisions shows that there are no expressed limitations on the 
power of Parliament—with the conditions stated above—to 
amend any part of the Constitution. The language of die amen- 
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ding provisions (Art. 368) is perfectly general : “an amend¬ 
ment of this constitution may be initiated” etc.; it empowers 
the amending body to amend the Constitution without any 
exception whatever. 

From an understanding of these basic facts, we proceed to 
analyse the issues raised by Nath Pai’s bill : 

(0 What was the intention of the Constitution-makers : 
to empower or not to empower Parliament—with the majo¬ 
rities already mentioned - to amend fundamental rights? It 
has been contended that “all the surviving members of the Sub- 
Committee of the Constituent Assembly on Fundamental Rights 
hold the view that it was never the intention of the Constituent 
Assembly to give Parliament powers to derogate from the Funda¬ 
mental Rights”. 1 suggest this proves nothing. We have 
pointed out above that there are no expressed limitations on the 
power of Parliament to abridge fundamental rights. The judges 
in the 1951 and 1964 decisions mentioned above took the view 
that Parliament had the power. They considered carefully a 
prima facie implied limitation in Article 13(2) which says that the 
state shall not make any law which takes away or abridges the 
rights conferred on the citizen, and any law made in contraven¬ 
tion of the clause shall, to the extent of the contravention, be 
void. But interpreting it judicially they came to the conclusion 
that that .section did not refer to Constitutional laws. For the 
provision defined the sense in which Taw’ is used in it : ‘Law’ 
includes according to it any ordinance, order, bye-law, rule, 
regulation, notification, custom or usage having, in the terri¬ 
tory of India, the force of law. It is significant that ‘constitut¬ 
ional law’ is not included in the definition of ‘law’. As the I9SI 
judgment of the Supreme Court clearly pointed out, had it been 
intended to save the fundamental rights from the operation of 
that provision, it would have been perfectly easy to make that 
intention clear by adding a proviso to that effect. The intention 
of the Constitution-makers apart, it is a well-recognised princi¬ 
ple that no authority such as the Constituent Assembly can bind 
the successor authorities; the latter should be free to interpret 
the dtKumcnt as they think it appropriate in public interest. 

Conllict with the Supreme Court ? 

(I'O A second clear issue raised by the Bill is whether Parlia¬ 
ment by passing it is likely to come into conflict with the Supreme 
Court. We suggest not. As has been well said the sphere of 
the Court is in terms of art, not politics, i.c. the Court’s duty is 
to interpret the Constitution and to decide what, technically, 
the terms used in it mean; it is not their duty to say what in poli¬ 
tical terms is desirable. That, 1 suggest, is clearly the function 
of a body elected by the people. It should be open to Parlia¬ 
ment to come to a decision as to whether it should have the 
povwr to amend fundamental rights; such a decision should not 
be interpreted as showing a disrespect for the judiciary. To 
say as has been said that by “supporting the Bill, the govern¬ 
ment is, in effect, giving notice to the judges of the Supreme 
Court that they must learn to make proper obeisance to Parlia¬ 
ment” is. I suggest, to misunderstand totally the place of the 
judiciary in the Constitution, and the tradition of independence 
the Supreme Court has established. 

(Hi) If Parliament abuses its power to amend fundamental 
rights, would it not be a danger to minorities, nay, to democracy 
itself? The answer to this is contained in the Supreme Court 


judgment delivered in 1964 ; 

"It is well settled, so far as ordinary laws are concerned, that 
mere possibility of abuse will not induce courts to bold that 
the power is not there, if the law is valid and its terms clearly 
confer the power. The same principle, in our opinion, applies 
to the Constitution. If the Constitution gives a certain power 
and its terms are clear, there is no reason why that power should 
be withheld simply because of possibility of abuse. If we may 
say so, the possibility of abuse of any power granted to any 
authority is always there and if the possibility of abuse is a reason 
for withholding the power, no power whatever can ever be con¬ 
ferred on any authority, be it executive, legislative or even judi¬ 
cial. 'fherel^ore, the so called fear of frightful consequences 
which has been urged on behalf of the petitioners (if we hold, 
as we do that the power to amend the Constitution is unfettered 
by any implied limitations) is no ground for withholding the 
power for we have no reason to suppose that Parliament on 
whom, such power is conferred will abuse it. Further even if it 
abuses the power of constitutional amendment under Art. 368, 
the check in such circumstances is not in courts but is in the 
people who elect members of Parliament. The argument for 
giving a limited meaning to Art. 36R because of possibility of 
abuse must therefore be rejected." 

(fV) Granting for the sake of argument that Parliament has 
no right to take away or abridge fundamental rights, which 
body will have the power to do so, admitting that rights are 
conditioned by social responsibility and social necessity, and that 
a change may be called for at some time or the other? The 
majority judgment in the Golaknath Case (1967) suggests the 
convocation of another Constituent Assembly for the purpose. 
There are, 1 suggest, two difllculties here. First, if the govern¬ 
ment of the day calls such a Constituent Assembly, it will have 
to do so with the consent of Parliament: but Parliament may 
well claim that it is representative enough and refuse to be a party 
to calling a Constitutent Assembly. Secondly, a fresh Consti¬ 
tuent Assembly is unlikely to restrict itself to its terms of reference 
and it may be tempted to concern itself with other parts of the 
('onstitution. Where then do we stop? 

To conclude, the present writer would agree with the princi¬ 
ple laid down in the 1951 and 1964 decisions of the Supreme 
Court, i.e. Parliament has the general power of amending the 
(.'onstitution, not excluding fundamental rights. Politics is, how¬ 
ever. the art of compromise. To meet the view point of those who 
concur with the majority judgment of the Supreme Court in 1967, 

I suggest that the Constitution be amended by the Amending 
Body to provide for a referendum to ratify and change in funda¬ 
mental rights. The referendum will operate after Parliament, 
with a two-thirds majority, has approved the proposed change; 
it is not subject to the difficulties which we pointed out in con¬ 
nection with the convocation of a fresh Constituent Assembly. 
True, the holding of a referendum in such a large country as 
ours and with a largely illiterate electorate raises innumerable 
difficulties. But, on balance, it appears wiser to try the experi¬ 
ment. We have, in holding four (General Elections (admittedly 
free and fair) in (he country with over 200 million voters forming 
the largest electorate in any democracy, shown that highly com¬ 
plex, technical problems of finding out the will of the people 
can be solved successfully; it ought not to be impossible for us 
to solve the equally difltcull problems posed by a referendum. 
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Looking Back on UNCTAD-II 

S. S. M. DESAI 


THf. SESSION of Ihc scamd United Nations Conference on 
Trade and Development (UNCTAD) was held in New Delhi 
from l ebrnary I, 1968 to March 29, 1968. The Conference 
has pone the way most of the international conferences go these 
days. Did any one seriously espeet substantial contribution 
from this Conference where the representatives of 132 countries 
deliberated in 975 meetings stretched over eight weeks? Mr H.D. 
Shouric, the Director General of the Indian Institute of Foreign 
Trade, New Delhi, has rendered a great service by bringing out 
a well-documented bot>k on the proceedings of UNCTAD-11*. 

The lirst United Nations Conference on Trade and Develop¬ 
ment (UNCTAD) marked a signiiicant step forward in the clfort 
of developing countries to adapt the international trading system 
to accommodate their interests and needs. The convening of 
UNCTAD constituted “a momentous milestone in the inter¬ 
national clfort by people of all nations, scattered on dilferent 
continents, living under dilferent economic and social systems 
and at dilferent levels of development, to seek agreement and 
cooperation in charting a strategy for ending the division of the 
world into areas of affluence and areas of poverty." 

1'hc General Assembly of the United Nations othcially de¬ 
signated in 1961 the present decade the 1960*s -as the De¬ 
velopment Decade. It set the attainment of a minimum annual 
growth rale of live per cent in income by alt developing coun¬ 
tries as the target of achievement by 1970. The lirst UNCTAD 
which met in Geneva in 1964 tried for the first time in history 
to grapple with the problems of trade and development of the 
developing countries. The UNCTAD-II which met in New 
Delhi in February 1968 aimed at continuing those dcvelop- 
mentiil efforts. 

Paradox of Technological Progress 

The functioning of UNCTAD needs to be viewed agjiinst 
the background of trends in world economy. Though the 
tremendous advance made by science and technology has 
brought about unparalleled material prosperity to the world, 
this progress has not been shureil by all countries equally. Over 
two-thirds of the (X'oplcs of the world live in conditions of pov¬ 
erty and misery. It is a paradox of technological progress that 
it lias tended to widen the gulf in the living standards of the 
peoples of the advanced and the less developed countries of the 
world. 

In nddition, the technological progress has given rise to yet 
another paradox. As a result of developments in technology, 
the exports of primary commodities from the developing coun¬ 
tries have tcmied to expand very slowly, partly owing to increas¬ 
ing substitution of synthetic for natural products, partly owing 
to smaller raw material content of finished products and partly 
owing to adoption of modern agricultural techniques in advanc¬ 
ed countries leading to enormous increase in agricultural out¬ 
put which ha.'i weakened the export of primary products to them. 
On the other hand, the penetration of technology in developing 
countries has the effect of increasing their imports from develop¬ 


ed countries, causing a persistent tendency towards external 
disequilibrium. Since it is impossible to achieve a higher growth 
rate under conditions of such chronic disequilibrium, the deve¬ 
lopment process has tended to slow down. As against the 
annual growth rate of 5.1 per cent in the case of advanced coun¬ 
tries of the west and of 8.1 per cent of the socialist countries 
during the period of 1960-65, the average annual growth rate 
during the same period of 54 countries representing 87 per t'cnt 
of the population of the developing countries was only 4.5 per 
cent, and of these, IS countries showed the annual growth rate 
of only 2 7 per cent, instead of the targeted growth rate of 5 per 
cent for the Development Decade of 1960-70. 

Il was against this background of a widespread disench- 
unimenl fell by the international community with the results 
achieved during the first seven years of the Development De¬ 
cade that UNCTAD-II met in February 1968 in New Delhi. 
The conviction of Dr Raul Prebisch, the Secretary-General 
of UNCTAD (who has since resigned) has been shared by eco¬ 
nomists and leaders of government that "the problems of eco¬ 
nomic development of developing countries can be tackled best 
not by measures taken in isolation by the advanced and deve¬ 
loping countries but through the formation of a coordinated 
strategy of development at the international level based on a 
series of convergent measures on the part of all countries re¬ 
gardless of the level of their development." 

ConceptiiHi of Global Strategy 

Dr Prebisch’s conception of the global strategy has three 
main elements. First, development is primarily a responsi¬ 
bility of the developing countries. Secondly, the responsibility 
cannot be carried out without international cooperat'on. Third¬ 
ly, the international cooperation to Iw effective must be accor¬ 
ded the highest priority and must be fitted into a global approach 
of development, for experience has shown that international 
cooperation coming in bits and pieces and based on .sectional 
interests will not help much. 

The global strategy needs to be directed towards closing 
three gaps -the saving gap, the persistent trend towards exter¬ 
nal disequilibrium and the external vulnerability of the deve¬ 
loping countries. The developed countries can play a vital 
role in concrete terms by means of facilitating easier access for 
the primary anu manufactured products of the developing coun- 
trie«. and by stepping up the quantum of financial aid. There 
has to be matching effort.s on the part of the recipient coun¬ 
tries. This implies not only a discipline of development but 
concerted attempt at trade expansion and at cconomc inte¬ 
gration among developing countries. Equally important is the 
continuity of the global cooperation for a reasonable period of 
time till the developing countries are in a position to ensure 
sustained growth on their own. In this connection the point 
needs to be emphasised that such a global strategy for the eco¬ 
nomic development of backward countries would also benefit 
the advanced countries. Rationalisation of trade would benefit 
both groups of countries and financial aid rendered by the rich 


UNCTAD-II - A Step Forward; H.D. Shouric ; InOiaa Institute of Foreign Trade. New Delhi; pp. 407 ; ftice Rs. 14.S0. 
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countnes would mean investment in the future. The enhanced 
purchasing power in developing countries would enable the 
developing countries to buy more goods from the advanced 
countries. 

It was hoped that UNCTAD-ll would evolve a scries of 
concrete measures designed to strengthen the developmental 
efforts of the developing countries within the framework of an 
overall global strategy of development. It is unfortunate that 
the Conference failed to make any significant contribution to 
the evolution of an international development policy and there¬ 
fore the hope has been frustrated for the time being. The reas¬ 
ons for the failure do not lie in the temporary economic and 
political difficulties of the developed countries. The failure of 
l)NCTAD-II represents in fact a failure of political will on the 
part of the developed countries. A vast majority of affluent 
countries treat the problem of economic development of back¬ 
ward countries as a residual problem. It must also be admitted 
that the developing countries on their part are also to be 
partly blamed for this failure as they showed reluctance to in¬ 
troduce the necessary social and economic reforms and subject 
themselves to the discipline of development. The manner in 
which the problem of mobilisation of rural resources in India 
is being tackled at the present is a case in point. 

ProMenu of Commodity Exports 

Of all the problems, the one of commodity exports from 
the developing to advanced countries was the most vital. The 
problem was of immediate concern to developing countries. 
The success or failure of the Conference largely depended on its 
ability to successfully tackle this problem. Chapter two of the 
book in which is described the attitude taken by the advanced 
countries on this issue reads like an essay on evasion! 

UNCTAD-II did not achieve any positive results in regard 
to the problem of access to markets for primary commodities. 
Among the commodity problems the foremost issue was the 
broadening of access for the primary products exported to deve¬ 
loped countries. Access to them could be facilitated through 
<<i) elimination or mluction of tariff and non-tariff barriers and 
(h) guaranteeing a share of the annual increment in consumption 
of the primary products in developed countries. Other prob¬ 
lems were the operation of financing of buffer stocks, diversifi¬ 
cation programme, guidance for pricing policy and challenge to 
primary products emanating from synthetics. The Conference 
generally came to the conclusion that the problems of primary 
products could best be tackled not through any general formulae 
but on commodily-by-commodity basis. In fact the altitude 
of free market economy countries was least helpful in this res¬ 
pect. On the other hand socialist countries were definitely more 
sympathetic and positive in their approach. 

Similarly not much progress was achieved in respect of faci- 
litatiug access for manufactures and semi-manufactures into the 
advanced countries. Even the modest request of examining the 
possibility of specific action on tariff and non-tariff barriers did 
not receive acceptance. 

"Preference” constituted a key issue before UNCTAD-ll. 
The prospects of a rise in primary exports being limited for var¬ 
ious reasons, preferences had assumed an urgency to enable the 
develoning nations to acquire increasing share of the fast ex¬ 
panding world trade in manufactures and semi-manufactures. 


The grant of non-reciprocal and non-discriminatory preferences 
by the developed countries in favour of developing countries 
was an important step designed to increase the quantum of 
manufacture exports from the latter. Such preferential tariff 
would help demolish the high tariff walls which obstruct access 
to manufactuted and semi-manufactured goods in high income 
markets by all developing countries. It was hoped that the 
higher foreign exchange earnings made possible through the 
universal application of non-rectprocal preferences would enable 
backward countries to increase the purchase of capital equip¬ 
ment required for their development. If the preferences con- 
rinued for long, the industries in developing countries would be 
strengthened sufficiently to enable them to dismaiUle protection¬ 
ist measures and expose themselves to international competi¬ 
tion. 

Unfortunately, negotiations on "preferences" did not make 
much headway at lINCTAD-Il. The main obstacle was reluc¬ 
tance of the advanced countries to make any advance beyond, 
the stand taken at the OECD meeting at Paris which ruled out 
the possibi'ity of an acceptable agreement on ■'preferences”. 

Some minor progress was however recorded in the field of 
preferences. The final acceptance of iion-ruciprocal and non- 
discriminatory general preferences in principle itself constitutes 
a notable advance vin the position taken on the subject by the 
advanced countries. The collective agreement to a time-table 
for negotiations and implementation raises the hope that the 
scheme will come into operation by 1970. Mr Shoin-ie seems 
to be extremely hopeful about this. But considering the atti¬ 
tude of the advanced countries on tariff, one would do well to 
wait hoping for the best but preparing for the worst. 

Development Finance 

It has been recognised that the quantum of foreign aid has 
been levelling off. Interest rates on them have been rising and 
maturities becoming shorter. Many countries including India 
have run into severe debt service charges. The new inJlow of 
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resources in the case of some developing countries are being 
cancelled „oul by the net ^outflow of resources on account of 
payment obligations. The situation was serious enough for a 
concerted effort at UNCTAD-If to peniuade the advanced coun¬ 
tries to implement the target of contributing one per cent of gross 
national product to development finance. It was hoped also to 
persuade the developed countries to give the greater part of th<s 
one per cent as official wmponent aid. Equally urgent was the 
necessity to secure the sttftening of terms of aid, agreement on 
re-scheduling of repayment and untying of an increasing propor¬ 
tion of aid to enable developing countries to make their own 
purchases from the cheapest markets. 

The developing countries succeeded in securing from the 
advanced countries only the commitment to contribute one per 
cent of GNP by way of annual aid. This involves an increase 
of approximately 25 per cent per annum in the quantum of re¬ 
sources transferred. But there was no agroimcnt on specific 
period w'thin which this aid target was to be fulfilled. Some 
countries agreed to achieve the target by 1972 and some others 
by 1975. In regard to the official component of aid, it was 
agreed to pr(»vide at least 0.75 per cent of GNP as official aid. 
There was also general agreement on softening of aid terms. 
There was also general agrccmciU on the principle of progressive 
untying of aid and elimination of tying to a few commodities 
only. The Conference recommended rc-negotiations and refi¬ 
nancing to solve the problem of mounting debt services. There 
was recognition of the need to provide long-term financial as¬ 
sistance to protect development plans against the effects of ex¬ 
port shortfalls. According to Mr Shourie all this constitutes 
yet another advance over UNCTAD-I. Since it is only France 
which has made serious effort until now to realise the target of 
one per cent, let us hope that Mr Shourie's hope in this regard 
is nut misplaced. 

Utuniinoiis Resolutioiis 

The largest number of unanimous resolutions were passed 
in the field of shipping. The international community for the 
first time accepted the idea of consultations on freight rates and 
conference practices and of financial assistants for expanding 
merchant marines and shipping and port facilities of developing 
countries. The problem of freight rates is extremely complex 
and the multi-national Shipping Conference appears to be out¬ 
side the purview of even the United Nations. One therefore 
doubts whether these pious unanimous resolutions on shipping 
would be of any concrete help in near future. Th** vest^ in¬ 
terests, personal and national, are, too deeply entrenched m this 
field and cannot be easily ousted by any agency at the present. 

For the first time .since the conceptiun of UNCTAD, the 
Conference passed a unanimous resolution on the difficult prob¬ 
lem of cast-west trade. The objective of expansion of trade 
between the socialist and developing countries found adequate 
exprevsion in these resolutions. However, the expectations 
that the socialist countries would indicate quantitative targets 
for import of primary commodities and manufactured goods 
was not fulfilletl. 

Mr Shourie is of the opinion that some progress was achiev¬ 
ed in respect of trade expansion and economic integration among 
the developing countries. The developed countries have agreed 
to extend support to integration efforts among the developing 
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countries through financial and technical assistance and appro¬ 
priate economic policy. The developing countries on their part 
have expressed detetmination to take vigorous measures to pro¬ 
mote tr^e and i^onal integration among themselves. 

The Declaration calls upon developing countries to take 
effective measures for the promotion of agro-industries and 
tackling food problem created by dynamics of population. 

According to the author, in addition to the above positive 
gains, UNCTAD-II had to its credit certain intangible gains 
of great significance. The unity of the "77” (now 89) has been 
further strengthened. But does Mr Shourie really believe 
that real unity has been established among the "89”? This 
unity is more sentimental and is negative in character. What 
was the fate of the recent Indian move to put political teeth into 
the UNCTAD to make it more effective? Even some of the 
developing countries were suspicious of the move which natu¬ 
rally failed to get their support. 

Though Mr Shourie has taken optimistic view and has 
tried to point out some of the gains of the Onference, it must 
be admitted that the Conference was a complete failure. The 
failure of the UNCTAD-11 may be traced to three factors : 
the political considerations which still hamper resolution of even 
purely economic problems, the unrealistic and often excessive 
demands made by the developing countries and the extremely 
cumbersome machinery of UNCTAD with its large number of 
members and multiplicity of deliberative machinery. It there¬ 
fore came a.s no wonder to most that Mr Raul Prcbisch tendered 
his resignation soon after the session was over out of sheer frus¬ 
tration with the organisation. 
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Children in the Dark 

E. B, BROOK 


VIENNA; 

IT IS symptomatic of the current acute nervousness in Europ- 
480 money markets that the absence of a communique after the 
international bankers' meeting in Basle caused depression to a 
degree unusual even nowadays. Bankers are not usually tolka* 
five and if they either had nothing definite to say or had lacked 
lime to complete their work it was far better that they said not. 
hing. But money in Europe is so chronically jittery that it seeks 
solace at every turn and, understandably, does not always find it. 

It is, indeed, one of the curtent disappointments to find that 
experienced, highly trained and educated men can act, in moments 
of tension, in so almost hysterical a manner that every little 
delay or discouragement touches off a new little puiic. It is 
scarcely an exaggeration to remark that, at the moment, many 
operators show the tendencies often displayed by highly strung 
children left alone in the dark. 

The simile is not as far fetched or ridiculous as mi^t appear. 
In the dark the operators certainly are and highly strung they 
certainly appear to be. No one, it seems, pays much attention 
to the old saw that when a gale is blowing the best thing to do is 
to try to standstill. Those who, at the momrat, are selling 
holdings in British giltedged at some considerable loss might 
recall that nothing bad and nothing good lasts for ever and that, 
given patience, they will find prices recover. 

Specidation in Comndes 

These homely and very ordinary dicta are scarcely less banal 
than some of the accusations and counter-accusations being 
traded by governments and those commonly called speculators. 
In Britain one MP has even suggested that speculators be im¬ 
prisoned. But who are the speculators? Certainly not groups 
of clever, malevolent men who appear to exist in the imagination 
of some as cynically moving millions from one currency to ano¬ 
ther, making immense and effortless profits. The greatest part 
of what is called speculation in currencies is necessarily and 
inevitably carried on by traders who buy and sell abroad. For 
the rest, it is operations by financid institutions, such as insu¬ 
rance corporations, who must invest the'r funds (their poFcy- 
holders’ money) where it will gmn most, be most secure or. at 
worst, lose the least. Speculation represents, for the most part, 
normal and necessary trading aedvi^ by any concern with inter¬ 
national operations. 

One reason why there was no communique from Berne is the 
same reason that, for the time being, stalls development in inter¬ 
national monetary policy generally—a new president and a new 
government are coming in the United States but have not yet 
arrived. Under the best of circumstances the two month inter¬ 
val between a presidential election and assumption of office by a 
new man is a trying period; under present circunutances it is a 
cause of nervous anxiety in which only the Christmas and New 
Year weekends w^l provide riiortUved relief. 

A good deal—mow than usual—will depend on what Mr Nixon 


decides shall be his policy in all respects and by no means 
least in economic affairs. Everyone is searching for indications. 
What indications are available from h<s campa’gn speeches and 
from advice known to have been tendered to him are mildly 
encouraging. But it would be most unwise to assume that the 
US President-elect will follow inecisely What he said when cam¬ 
paigning or adopt the economic advice that has been given him. 
No one will know whether this is the case for a few weeks. Even 
then, there is no certainty that conditions will be very different 
from what they are now. 

America’s PaymcDt Tkoabki 

It may or may not he a relief to Mr Nixon that his leading 
economic advisers appear to be almost unanimous. These 
advisers are leading American economic academicians: no lead¬ 
ing financial authority from other sources is known to have ex¬ 
pressed an opinion. These academicians had been asked to 
find the best solution to America’s payment troubles. They are 
hot concerned with economic or monetary troubles elsewhere 
but, so pervasive is the effect of US policy as that of the world’s 
greatest producer and trader that it is a major determinant in 
policies elsewhere. 

All these academicians have come down, with varying degrees 
of firmness, in favour of a floating exchange rate instead of the 
present fixed one with fluctuations either side limited to one per 
cent. • It may be assumed that Mr Nixon will not be adverse to 
this advice as he is already well known to oppose utterly curbs 
on trade and capital outflows. His ch'ef adviser sees the only 
way to avoid continuing these curbs and inflation as well is to 
allow the dollar to float. The alternative, he says, would be to 
devalue the US dollar. 

This advice may. in fact, be better received by Mr Nixon, to 
whom it is directed, than by surplus countries in Europe. For 
a floating dollar, achieved preferably by consultation (not a con¬ 
ference) with the International Monetary Fund and the Group of 
Ten. would involve Europe’s surplus countries, notably West 
Germany and the Netherlands in choosing whether to let their 
currencies appreciate or peg their value to the dollar. If neither 
policy was acceptable to them their third option would be the 
unwelcome process of imposing restrictions on trade and pay¬ 
ments. 

Tlie two basic determinants for the near future, apart from a 
new government and a new poliey in the USA is the fact that 
next autumn sees a general election in West Germany and that a 
general election must come in Britain by IflTO- morc likely, many 
think in Europe, sooner than that. Europe regards Britain 
pessimistically at the moment and docs not consider the Labour 
government will he able to achieve sufficient economic recovery 
by 1970 to be able to use it as an electioneering gambit. They also 
see the Labour Party losing confidence rapidly in its leadership, 
gloomy as to its own future. For these reasons Mr Wilson is not 
expect to wait until he is pushed out of office or upset by his 
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own followers in an effort to present the British electorate with 
a new image. 

Both France and Britain, it is felt, may he compelled to change 
their present policies by the widespread and increasing lack 4>f 
confidence in money. While this is strikingly noticeable in Bri¬ 
tain the same phenomenon is coming up in France though the 
traditional hoarding propensities of the Frenchman makes it 
less noticeable. There is almost certain to be renewed pressure 
on the French franc following the fresh outburst of labour trou¬ 
ble and terrorist incidents. Unless Italy pulls its social order 
together very quickly its strikes and riots also will undoubtedly 
lead to an attack on the lira. If this happens, pressure for an 
upward German revaluation will be renewed, most probably 
unsuccessfully again because of next year's elections. 

In these circumstances, particularly with crucial elections in 


the offing, and increasing nervousness also over the Soviet Union’s 
political intentions, European governments may prefer in the 
coming year to play safe, play passive and adopt a line of least 
resistance by allowing their currencies, w'thtn limits, to float 
against each other and against gold. This would force both 
gold and the Deutsche mark up, the pound and the franc down 
and probably give the US dollar a gentle dntp. 

Such adjustments would not be without pain but not such 
excruciating pain as would be involved in trying to mointa-n 
unworkable fixed levels. It would also give the IMP and the 
Group of Ten time to work out in relative calm details for a 
muJlilatcrul currency swap arrangement that would genuinely 
neutmlixe reserve losses arising from tlie "hot money" flows 
that have been such a frequent and panicking affliction in 1968. 


Rise in World Trade 


Gerard A. Donohue 


WASHINGTON : 

WORLD TRADE rose again in 1968, and in spite of massive 
shocks, the world’s monetary system remained intact. The 
dollar, the pound and the franc, three of the key trading cur¬ 
rencies, all were subject to massive runs by those who forecast 
their devaluations. But because of stringent domestic actions 
and because other major trading nations took prompt rescue 
measures, the system of financing world trade and capital move¬ 
ments established at Bretton Woods in 1944 survived. 

Neither the United States, Britain or France resorted 
to devaluation as a solution to balance of payments difficulties 
and none resorted to trade penalising import restrictions. Either 
measure could have easily caused retaliatory countermeasures 
by other nations with resultant dislocating slow-downs in world 
trade. But the major trading nations have long been convinc¬ 
ed and they have been proven right again and again, that by 
pooling their resources and their ingenuity, a key nation in finan¬ 
cial difficulty can be granted the time to take corrective steps, 
to the advantage of all. 

The story of the dollar in 1968 is an eloquent example. Bur¬ 
dened with heavy overseas obligations, not the least of which is 
the commitment in Vietnam, rising prices, rapidly growing 
imports and an almost frightening delicit in the American bulancc 
of payments, many early this year rushed to redeem dollars 
for gold. 

Fur a while it looked as if the supply of gold might not hold 
out—so great was the demand. And since the keystone of 
the world monetary system is the pledge of the United States to 
exchange gold for dollars at 35 dollars per ounce, a reneging of 
this pledge would have had disastrous consequences wherever 
men or nations, hold dollars. 

The heads of the central banks of the major trading nations, 
as alarined as American officials, met and quickly and surprising¬ 
ly set up the ‘‘two tier" gold price structure separating monetary 
gold from industrial or speculative gold. The United Stales, 
for its part, raised taxes, cut government spending to reduce 
the budget deficit, and checked inflationary pressures to bring 


the balance of payments deficit under control. As a result, 
confidence in the dollar was restored and later in the year, when 
the franc and the pound were under speculative attack, the 
United States was able to furnish dollars to supplement British 
and French reserves. 

While world-wide trade continues to climb—it is valued at 
well more than $ 200,000 million (t 200 billion)--some impor¬ 
tant patterns are shifting. 

The United States which has traditionally run huge trade 
surpluses to offset its extensive government and private outflows 
of capital now finds its surplu.s almost gone. In 1968 it was 
just about 1,000 million dollars. This contrasts sharply with a 
trade surplus of 5.6(X) million dollars in 1964. 

It is not that United Slates exports have been falling; they 
have not. It is that imports into the United States arc rising 
more rapidly, imports into the United States now total about 
% 32,000 million a year. Fifteen years ago they were about a 
third of that amount. 

The United States, because of the size and strength of its 
economy, has attracted large investments from abroad, parti¬ 
cularly in recent years. These total more than 70.000 million 
dollars while United States overseas investments, now restricted 
to ease the balance of payments probiem, run more than »!22,000 
million. But although trade and investment continue to rise, 
two fundamental problems remain for the nations of the world! 
First, as long as nations have different rates of growth, different 
resources and differing levels of technology, as well as other 
differences, there will be balance of payments problems. And 
second while the demand for world trade increases the capiul 
and foreign exchange reserves arc just not being formeti ns fast, 
and as much as needed. One step to be taken to increase these 
reserves will be the formulation, probably this yejir, of the Spe¬ 
cial Drawing Rights from the International Monetary Fund. 
These will go a long way to finance the continuing expansion of 
world trade and help alleviate the monetary crises that threatened 
the system in 1968. 



18 


EASTERN ECONOMIST 


januaiy 3. 19& 



t 


GWALIOR 

SUITING 


AVAILABU IN DEI.Hf AT : 




MIU'i Reiail Depot, A-2S, Coimaiight Phcc; Sylco, tl>E, Comnuabt Phcc; Bhaglnitlimal & Som, 
Opp. Bank of ladia, Chandni Chowk; Rajkaiaal Enporiun, 113-B, Kaaila Nagar and oflier IcadhiK 
Stores. 

DISTRIBUTORS ; Hariram Banarsidass. Naya Katfa; Hayucasingh Manohaningh, Katta Rathi; 
Rugganmal Puranchand, Katni Choban; Shivlal Kanhayalall, Katra Nawab; Kalasingh & Sona, 
Katta Subbaah; Gupta Bros., Naya Katia; Pindtdass Sahni ft Stnu, Katra Aahiafi; Nandlal 
Hamarein.Chaodni Chowk ;Anand Parkash ft Sons, Katra Mahesh Dus, Naiaarak; Lucky Silk 
Store, Katra Rathi, Naisatak; S. R. Traders, Katta Moti; Ganpstrai Jagdiahnatain Katra Marwari, 
Naisanik;Sumcrchand Jain, Katra Shahanshahi; Mahindra Cloth House, Chandni Chowk, Delhi. 

Agents : Ganga Bhhsn Bhasin, Katra RaM, Nalsarafc, DelM. 




January 3, 1969 


EASTERN ECX>NOMiST 


19 





THERE WAS, of course, never any dou^^t that Mrs Indira has been claimed that Mr Shashi Bhushan allowed himself 

Oandhi would attend the Commonwealth Prime Ministers’ to be persuaded to give up his last since public opinion had 

Conference. She, after all, has the advantage at the present been aroused. This seems to b.* true only in the sense that 

time of a far more secure rear than, say, President Ayub. He, much of the general reaction to the conduct of certain 

incidentally, is not only not as lucky as the present Prime people involved in the agitation over Birla House, surely. 

Minister of India but is also less fortunate than its first Prime was one of resentment and disgust that some of the more un> 

Minister. President Ayub has now to be trying to save his scrupulous political adventurers and opportunists in our midst 

political skin, if necessary, at his son's expense; the late Jawa- are so shamelessly trading on the nation’s most sacred sentiments, 
harlal Nehru had merely to scuttle Mr V. K. Rrishna Menon. * * 

« * One of the ugliest features of this degrading agitation was the 

A painstaking diarist m 'The Hindustan Times’ recently attempt made to create a prejudice in the public mind against 
reported that the Prime Minister made 220 public speeches in Mr G. 1). Birla by quoting an account by Mr Alan Camp- 

thccour$eofl967, apart from speeches at purely party gatherings bcll-Johnson (Lord Mountbatten’s aide) of a lunch given by 

or brief interventions in Parliament. By the time the current Mr G. D. Birla at Birla House some days after the assassination 

year winds up, she would certainly have surpassed her 1967 of Mahatma Gandhi. According to Mr CarapbelMohnson, 

performance; by the end of August itself the number of speeches the talk at this lunch was concerned with high finance and the 

made by her had gone up to 177 for the year-another piece of prospects of barter agreements between Pakistan and India, 

statistics for which too we have to thank The Hindustan Times'. From this the inference is sought to be drawn that Mr G. O. 

Then there was the Latin American tour, in the course of which Birla was unmoved by the martyrdom of Mahatma Gandhi 

Mrs Gandhi made as many as 42 formal speeches. and untouched by the national tragedy. 

"All these together”, says the diarist, "add up to make Those who have the privilege of knowing Mr G. D. Birla may 

Mrs Gandhi the most 'speechifying' chief executive anywhere be pardoned if they reject these atrocious insinuations. I could 

in the world”. I may agree with the arithmetic without neccss- perhaps recount here a personal experience which seems to have 

arily sharing in the awe or the admiration. Our politicians some relevance. Some years ago, a few days after a son-in-law 

generally -and not Mrs Gandhi alone—could take comfort from of Mr G. D. Birla had died, I went to olTcr my condolence. Mr 

the fact that the quality of their oratory cannot be as easily Birla had just arrived in Bombay from Banaras and was due 

identified as its volume can be recorded. shortly to leave for the UK and the United States. When I 

* * met him, I saw no outward sign of the great and grievous Be- 

Speaking for mysclt, 1 am not aware of even a single idea out of reavement that he had just suiTcred and 1, in fact, got no opening 

the ordinary that Mrs Gandhi has been able to express, while I at all in the conversation to commiserate with him on his loss, 

can recall but one truly striking phra.se from all those hundreds Mr Birla promptly started talking about the nation’s economic 

of speeches. Speaking in Cochin some days ago, the Prime affairs and his programme abroad. At a pinch. 1 could think of 

Minister declared that our country had only "two genuine majo- only one other person whom 1 have seen reacting as stoically on 

ritics the poor and the young”. It was a noble thought nobly the occasion of a similar bereavement -he is Rajaji, that other 

expressed and the result is as near poetry as could lie in a poli- great karma yogi in our midst. Such men do not indulge their 

tician’s mouth. private griefs publicly, neither do they lose their fortitude or 

According to newspaper reports, the Prime Minister went on detachment because of personal or public misfortunes. It is. of 
to say that it was the people’s primary task to work together so course, too much to expect of the professional breast-beaters, 

that these two communities, i.e., the poor and the young "got who arc so much with us these days, to appreciate the philoso- 

the greatest satisfaction and fulfilment”. 1 hope Mrs Gandhi phic quality of that attitude of the mind, 

would also concede that the government too has a specific res- * * 

ponsibility in the matter. For the poor there has to be work and The old year will after all go down in the Chronicles of Man 
for the young opportunity. Is Mrs Gandhi satisfied that the 220 as the year in which human knowledge and human skills literally 

speeches she made in 1967 and the larger number she would have reached out into realms beyond the limits of the Earth. Apollo-8 

made in 1968 are all the contribution that she can make towards is more than a triumph of American science or technology or 

the government’s part in bringing satisfaction to the poor or even of science and technology as such. It is another definitive 

fulfilment to the young ? landmark in Mankind’s endless questing fur the secret treasures 

• ♦ of Nature. Nevertheless, let us not deny to the American 

I had some anxiety about the safety of the Apollo-8 astro- nation, or even to the American state, the tribute that is so truly 

nauts, but none whatsoever about the physical well-being of its. Borman, Lovell and Anders are children of a culture which 

Mr Shashi Bhushan who went on an "in^finite” fast on the may have its trials and tribulations, but which is essentially of 

grounds of Birla House. The only thing that was not definite the substance in which the civilization of Man may be summed 

about this fast, of course, was how soon the inevitable orange up. "To strive, to seek, to find, and not to yield”-—is this not 

juice would be offered and accepted or on what pretext. It what Man is about ? V.B, 
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Trade Winds 


CONTROL ON CAPITAL ISSUES 

THr. GOVl''RNMLNT of India lias decided Id further liberalisie (lie con¬ 
trol on capiuti issues. A notification to this circet is cspcctcd to bu i.s.siicd in 
about a week's tiinc. At present, all issues of capital cseceding Rs 25 lakhs* 
have to be approved by the Controller of Capital Issues: capital issues up to 
Rs 2.5 lakhs do not a'liuiic sanction from the government. In the case of 
issuc.s requiring government's approval, sanction is given within 30 days of 
the receipt of requests if certain ciiteria in respect of equity-debt ratio, pre- 
Iciencc and debenture stock, issue of new capital at par, take-over of a com¬ 
pany by another al hook value, elc., are fulfilled. 

I >ndcr the new liberalised scheme, a company will be allowed to Issue new 
capital without sanction by the Controller of Capital Issues if some 13 or 14 
criteria arc fultillcd. It will be required to just file with the government a 
slaicmcni about the new issue 30 days prior to tlu floatation of the issue. 
Most of the criieria to be included in the forthcoming notification are the 
same as in the 1966 order wliicli fust liberalised the control on capital issues 
in nearly 20 years. Some of them, of course, arc proixiscd lo be clearly spelt 
out in the new order. Three or four new criteria are proposed to be added 
to the 1%6 list. 

Ihe mure important conditions which a company will now have to fulfil 
if Its capital issue is to be made without t'lc apprtwal of the government 
(of eo'.K'iC, above the cxeinpliun limit of Rs 25 lakhs) arc : (i) The new 
issue should be nl par : (/>') The long-lenn debt should not exceed 
cquisy (ordinary capital, ptcfcrence capital with ledeniplinn period 12 years 
01 more and five rcseivcs) bv twice the amount of equity; (iii) The equity 
lircfcieme capital tnlio is 3 ; 1; (iri If the preference shares arc lo he 
issued, ilicy should not carry dividend at a latc more than 9- 5 per cent: (r) 
In the case of dcbcnlure issues, the interest is not moic lh,m 7-75 ivtcen*; 
(i'll In the ease of take-over of a company by aiiollier, the take-over should 
be al the bool, value of the company bjing taken over: tvi'i) If n privii'tc 
conij'any is convcried into a public company, the conversion takes place 
at the boiik vgl'ic of the private company: (nii) No shares arc issued in lieu 
of icvaliiation of assets or for intangible or fictitious assets; (is) It the issue 
is the first one by a coniptiny ilirenmh public prospectus, it should Ivc eligible 
for listing on a slock exchange. Furibei, the prnpiotcr.s should have at 
least 1.5 pe.' cent interest if Ihe issue does not e.seeed one ciorc of rupees. 12 
per iv'iii Inieivsl if it is hciwccn one and two cruics of rupivs and 10 |U'r evnt 
if It csLccdv two crorrs of rupees; lx) In ilic cl.vscd period, i.e. June to 
Augtist.ilie issue IS tor out more than u spcciiicd sum; the limit propostxl 
lot the next year will he Hs 2‘ 5 crorcs. 

.Ml lw>mi.s issues and Ismics of capital al a premium will require specific 
sanction from the government. 

I n the c.isc of fci tili/er and shipping companies w hich arc allow cd lo luivc 
a higher equity-debt nuio than 1.2, sanction of a capital issue by government 
will Ik just a foimaliiy. rerliliA-r companies are allowed equity-debt raliu 
ot I : 2' 5. New shipping companies arc allowed to have this rictio at I : 4. 
Ill the case of csiablishcd shipping companies debt cun be six times the equity. 
A propovil to have these high equity-debt ratios for fertili'rcr and shipping 
companies in the lortliconiing notification on the Capital Issues Control was 
lejcvied by the Capital Issue Advisory Committee at its meeting here last 
week, rtie Committee, however, recommended that no capital issues in 
future should be kept partly-paid for more than five years from date of Issue. 

FOURTH PLAN SIZE 

The long-awaited decision on the public sector outlay in the fourth Plan, 
to be launched on April I this year, was taken last week. The outlay in the 


five years to 1973-74 will be Rs 14,800 crores—Rs 8,300 crores in the central 
sector (including union territories) and Rs 6,500 crores in the state sector. 
The central a.ssistBncc to states for their plans will be Rs 3,500 crores. The 
slates will be inquired to raise Rs 3,000 crorcs. No decision, however, has yet 
been taken on the private sector's outlay during these five .vears. 

With a view to imparting flexibility to the Plan, it lias been decided that 
whereas the above dimensions of public sector outlay between 1969-70 and 
197,3-74 are to be kept in view, primary importance will be accorded to annual 
plans which will be drawn up by taking into consideration buoyancy or stag¬ 
nation of resources in a year. The ouUay in the 1969-70 Plan will be kept 
down 10 thecurrentycar’s level of Rs l,38Scrores. The proportion of this 
outlay during the first year of the fourth Plan to the overall fourth Plan is 
approximately the same as of the outlay in the first year of the third Plan 
to that Plan's overall size. 

Although the sectorial break-up of the Plan is yet to be decided, it is felt 
that the defence expenditure in the five years lo 197.3-74 may be reduced 
from the originally proposed Rs 8,000 crores. The Defence Ministry is 
understood to be thinking in terms of a live-year defence Plan of Rs 6,500 
crores. If the defence expenditure is curtailed, the Planning Commission is 
confident of producing a draft for the fourth Plan fulfilling a growth rate of 
five to six per cent as indicated in the “Approach to the Wan" document. 
The draft Plan is expected to be ready by the end of this month. 

Centrally sponsored schemes in the Plan, it Is learnt, may claim Rs 600 
crorcs. Another Rs 300 crores will be set apart for building up a buffer 
slock of fvHKlgniins. The buffer stock operation is to be made a perma¬ 
nent fcuuirc. The lev-cnuc flowing from this is cxficctcd to prv'vidc additi¬ 
onal resources f(>r the Plan. 'Ihe nctwoik of consumer stoics and the like 
proposed to be set up all over the countryside is also cxpccied to inere,isc 
revenue receipts substantially. The feared gap in resources fiir the Plan, 
thcicfore, may not be much. 

The Planning Commission and the Finance Ministry intend to keep a 
very watchful eye on the tvonomj in future. They do not want to commit 
the folly of resorting to deficit finniicing in a bad year. 

F.I.C.C.I. ON FOURTH PLAN 

The Fcdeiiition of Indian Chambers of Commerce and Industry has pro¬ 
posed an outlay of Rs 18,0(H) crores and a growth rate of five per cent. It 
feels that a higher growtli rate would subject the eexmomy to inflationary 
pressures and lead to a balance of payments crisis. It has also been sug¬ 
gested that since the development potential vif the economy cannot be accu¬ 
rately judged, the live-year Plan should he split up in'o five annual plans 
which could be revised in uaxirdance with the changing conditioas. In a 
brochure .suggesting guidelines for the fourth Plan, FICCI has propa.scd that 
the capiktl market, which has been in a depressed condition, siiould be reviv¬ 
ed through suitable changes in the tax structure and that the rate of taxation 
which has leached “a point of diminishing returns” should be reduced. 

INDO-NEPAL TALKS 

The country' may assist Nepal in the fonnalation of its development 
plan. The possibility of .such collaboration was explored recently when 
the Nepal Government Finance Seaetary, Mr Bhekh Bahadur Thapa, held 
talks with the Planning Commission Deputy Chairman D. R. Gadgil. The 
four-day Indo-Nepal talks sunled in New Delhi on December 24, 1968. A 
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delegation of the Nepal Planning Commission is expct-ted to arrive in 
New Delhi shortly to discuss the details of the plan. 

INFLOW AND OUTFLOW OF FUNDS 

The outflow by way of remittances of profits and dividends abroad by 
fmeign-owned companies or Indian subsidiaries of foreign companies cv 
ceeded the net equity inflow into the country. Minister of State for Finance, 
Mr K.. C. Pant revealed recently. Mr Pant stated that in I961*fi2 the total 
net equity inflow was Rs 27-7 croies; in l'»62-63 Rs 25.9 croies; in IW-t-M 
Rs. 18'2 crores and in 1964-65 Rs 20'2 croies. The outflow on account 
of profits and dividends and the remittances on account of royalties luid 
technical know-how and services were as follows : l%l-62 Rs 55'0I crores 
and Rs 2'4 crores respectively; 1962-63 Rs 40'87 crores and Rs 5'6 crores: 
1963-64 Rs 30'82 crores and Rs 4-6 crores; and 1964-65 Rs 39-54 crores 
and Rs 4'4 crores. Mr Pant pointed out that Indian subsidiaries were 
mostly of British companies and many of them were started before indepen¬ 
dence. 

PL 480 PACT 

An agreement was signed m New Delhi on December 23 with the Uniicd 
States under which India wifi receive 2-3 million tonnes of wheal and soine 
othcr agricnlinral commodities under PL 480 programme. The value of the 
commodities included in tlie agreement is .S 167-1 million IKs 125- 33 cioresj. 
Apart from wheal, the United Slates will supply 90.00(1 tonnes ul tallow, 
4,000 tonnes of non-fat diy milk and 200 tonnes i>f tobaevx). I'lie wheat 
supplies arc expected to enable the government to build a buller slock as 
planned for evening out asailabilitie;, and price IUicUiuliun.s, pariieuljrlv 
during the lean season. This coiiniry will pay in rupees for ihrec-hllhs of 
the value of the conimodiiies. Sixty-six per cent of ihis rupee pa-.meni 
will be loaned by the United Stales to the Covernmeiit of India for financing 
development projects. An addiiional 22 per cent will be granted by the 
US for financing dcvelopnient aetisitics, including family planning. A 
further live per cent' is reserved for loans to American firms snK'rating in 
India or to Indian fiims with American collaboration. Thu remaining seven 
per cent is reserved for use by the US Ciovernmcnt. The payment for the 
remaining two-fifihs of the commodities, and up to onc-half of the iKcaii 
freight costs for .shipping this portion, will be coveted Ity a long-leim mpec 
loan. The loan, repayable otcr 40 years, will luisc a lO-ycar graiv iieiio.l 
during which no rc|saynient of principal will be requiied and interest will lie 
two per cent per annum. Interest during the subsequent 30 years i<f repay¬ 
ment will be three per cent. The ruficcs received as repayment of principal 
and inteicsi on the loan will be cimvcrtibic into dollars at ihc option of the 
US government. 

CANADIAN IX)AN TO A.D.B. 

The Asian Development Bank on December 2.3 accepted a C anadian 
contribution of $ 24 million (Rs 18 crores) lo be used for soft lo.-iits lor prio¬ 
rity projects in developing Asian coiiniries. An agreement cosenna live 
yearly payments of Rs 3'7 crores each was signed at the Bank's headquarters 
in Manila. The money will go to the Bank's multi-purpose special fund 
for concessional lending to developing countries on terms which are "more 
flexible and bear less heavily on Uic recipients balance of payments'*. 

LOANS FROM CANADA 

India and Canada on December 20 signed two loan agreements for 
Rs 20- 82 crores (8 30 million) for the purchase of fertilisers and other com¬ 
modities from Canada. The loans, with a ten-year grace period, are free of 
interest and repayable over .50 years, these agreements conclude the nego- 
tiab'ons for a total allocation of Rs 26'372 crores (8 38 million) made avail¬ 


able Canada for development assistance during the current fisetd year. The 
agreements were signed by Mr dames George, High Commissioner for Canada 
in India, and Mr N. R. Reddy, Joint Secreiao'. Ministry of Finance, Gov¬ 
ernment of India. Unde grant aid, Canada has given India Rs 27- 76 crores 
(S 40 million) of wlieai this year and Rs 4-164 crores (S 6 million) for debt 
write-off and technical assistance and agricultuial programmes. In addi¬ 
tion, more than Rs 9-022 crores ($ (3 million) is being made available in the 
form of interest bearing loans bringing Canada’s total assistance programme 
to India for Ihis fiscal year to about Rs 69- 4 crores (1100 million). 

INDO-SYRIAN TRADE TALKS 

TaDws began in New Delhi on December 23 between officials of India and 
.Syria foi concluding a trade agreement, the first of its kind, between the two 
countries. Ihc Syrian Govemmem delegation was led by MrKanuil Ya* 
acoub while the Indian team was headed by Mr S. K. Singh, Director, 
Foreign Trade, Ministry of Commerce. 

JUTE BUFFTR STOCK 

The government has agreed that an adequate buffei stock should he 
built up to ensutc stability of rsw yule prices' and uninterrupted supply of 
raw materials to the industry. Measures will be taken lo build up a bulTer 
stuck as soon as circumstances permit. 

INDO-fl'YLGN TEA PANFL 

India and ( eyiun have agreed to set up a joint standing coniinittcc on 
tea for faciliiaiing the iroplcmcnialiun of the agrrcmcnl between the two 
cistiniries in respect of coordinated action on research and mutters connected 
with it-ilcs promotion of the coniniudiiy in the woild market. This was de¬ 
cided III New Delhi on December )9 at ii ‘'iccting between ilte C'cjionesc dele¬ 
gation led by Mr Hugh FcinaiuUi. and an Indian ictiiii. hc-aded by Mr Dinesh 
Singh. 

VANASPATI PRICES REDUC ED 

Prices of vantispaii luise been t'uiiher reduced by 21 paisc per kg in tlic 
nonh rone, by 20 |'ai,sc pei- kg in the south and ea,‘.l zones and by IX paisc per 
kg m the west roue with ctfecl fiom December 23. 'Ihc revised prices have 
been uolitied by the gmernuicnt tindci Ihc VegcliiWe Oil I'ixhIucIs Control 
Older, 1947, sepniale prices being fixed for sale b.y producers, wholesalers 
a'ul relailris. The maximum iclail prices of xunaspati in the dilTercnl pack- 
M/es. and when -old iixise exclusive of local taxes, will Im as under ; 


7one 

16-5 kg. 

(Rs) 

4-0 kg. 

(Rs) 

2-0 kg. 

(Rs) 

1 nose per 
kg. 
fRs) 

North 

68-51 

IK-24 

9-55 

4-15 

S<.niib 

66-,37 

17-72 

9-29 

4-02 

Fast 

78- '/4 

18-29 

9- 58 

4-17 

West 

68*06 

18-13 

9- 50 

4-12 


NAMES IN THE NEWS 

Sir .lames I halsay, chairman and managing director of the Metal Box 
Company of India Ltd will be n-iiring on March 31,1969. He will be suc¬ 
ceeded as chairman of the company by Mr Bhaskar Mitler and as managing 
director by Mr D. I. Allport. 

Mr Iain MacKInmin, chairman and managing director of Glaxo Labo¬ 
ratories (India) Ltd ha.s been elected President of the Bombay Chamber of 
Commerce and Industry for 1969-70. 
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Company Affairs 


SaNDIA STEAM NAVIGATION 

MROHARAMSEY M Khitliiu. chaimua, Scindia Slcam Navigation 
Co. Ltd staled at the annual general meeting held recently that freight 
earnings and other receipts of the com|iany increased by Rs )' 68 crores to 
touch a figure of Rs 31’ 17 crores, leaving a surplus of Rs 3'02 crores during 
the year 1967-68, as against Rs I’ 10 crores last year. He, however, stated 
that operating costs of shipping companies in this country continued to 
increase. It was, therefore, considered advisable, he added, to maintain 
rather than increase the dividend of the company and improve its resources 
so as to purchase additional tonnage. The company, he added, would 
complete 50 years of its operations on March 27, 1969, and consequently, 
it would be an occasion for the celebration of golden jubilee. 

The company could not make much advance in the field of acquiring ad¬ 
ditional tonnage. This, he added, was essentially due to the shoitage of 
foreign exchange. He stressed the fact that the government should take a 
more liberal altitude white sanctioning foreign exchange to shipping com¬ 
panies because these companies earned subsuintial foreign exchange on their 
added capacity. During the current year, the company had ordered for 
four ships from East Germany and had also purchased two ships of 15,000 
DWT and 3,100 DWT, respectively. The company also entered into a con¬ 
tract with Rhcinstahl yard in West Germany for building two ships of 16,500 
DWT under the government-to-government credit arrangements. The 
company also bad planned to buy a bulk carrier of 53,340 DWT for inter¬ 
national trading. 

The company, he pointed out, suirted a monthly service from Calcutta as 
welt as from Bombay to Arabian Gulf ports and these would be in addition 
to its liner activity. The company also started in coordination with Indian 
Steamship Company and the Shipping Corporation a regular monthly ser¬ 
vice from Calcutta and other east coast ports to ports in Adriatic, Fotypl 
and the near East. The company was also running a round the world ser¬ 
vice from Calcutta to the USA and back from West Coast of America and 
C^anada to this country via Panama Canal. 

Mr Khatau referred to the recent trends of palletisation and containeri¬ 
sation which were likely to reduce handling costs per unit of cargo and give 
quick despatches to ships. The company, he added, was studying the re¬ 
cent modes of carriage. He was of the opinion that container service was 
highly capital intensive and required specialised ships and ports, while pal¬ 
letisation was simple and did not require the same kind of specialised ships. 

TATA CHEMICALS 

Mr 3. R. D. Tau, chairman, Tata Chonicals Ltd, stated at the annual 
general meeting held recently that the progress of the company had gathered 
substantial momentum during the last six years when the turnover was one 
and a half times larger, gross profit more than two and a half times, equity 
dK-idends paid nearly three and a half times and allocation to reserves nearly 
seven tima as compared to the whole of the previous 23 years of the 
company's existence.lhis progress was recorded in spite of a disastrous 
fife and floods in 1967 which caused heavy loss. 

In regard to the fertHixer project, he expressed hope that it would be 
approved by tlie union government. He assured the sharehddcis that 
except for a few minor changes insisted upon by the government, the pro¬ 
ject remained “the soundest and most advantageous of all the fertUiaer pro¬ 
jects'*. At one time, he added, serious objections were raised regarding the 
import of liquid ammonia over a period of seven years. The objection, 
however, was put to rest as it was realised that there would be a shartage 


of naphtha not only in this country Iwt also in the world. The obyection 
reiarding the concentration of fertilizer manufacture in one state, however, 
could not be eliminated because, for technical reasons, this project could 
only be put up near Mithapur. Objections were also raised regarding the 
building of a jetty in the Gulf of Kutch. He hoped that the objections would 
be overcome. 

Reviewing the delay of the project, Mr Tata added that a major cause was 
the government’s decision in February 1968 to refer it to the Planning Com¬ 
mission which took four months in appraising the project. The sum total of 
their objection was that the project offered no special advantage over any 
other project of similar conception located elsewhere and enjoying the port 
facilities. Mr Tata stated that even if this was true, which was not in his 
view, there was no other project of similar conception and built-in freight 
advanta^. It would produce 2' 3 million tonnes per year of badly wanted 
balanced fertilizers at a lower foreign exchange cost than any other fcrtiliaer 
plant in the country. The company, however, had not heard anything from 
the government and Mr Tata hoped that the scheme would be approved 
.sooner or later for the simple reason of its incontestable merit. 

RATNAKAR SHIPPING 

Allotment of equity shares in the Ratnakar Shipping Company Limited 
offered to the public by the Sutlej Cotton Mills Limited has been finalised in 
consultation with the Calcutta Stock Exchange. Allotment letters shall be 
posted to appUcants direct. Applications up to 400 shares have been ac¬ 
cepted in full and for over 400 shares acceptance is based on a sliding scale 
starting from 80 per cent to 24 per cent of the shares applied for. Refund 
of balance money to applicants not allotted full shares applied for is to be 
made shortly. 

METAL BOX 

The directon of the Metal Box Company of India Ltd have proposed an 
interim dividend of 40 paise a share on the equity shares for the year ended 
March 31, 1969. The total dividend paid for the preceding year was 90 
paise a share. In raising the rate of the interim dividrod from 30 paise a 
share in respect of the last financial year to 40 paise per shate, the directors 
wish to emphasize that the increase has been made with a view to redtming 
the disparity between the interim and final payments. They do not, at pre¬ 
sent, foresee any circumstances in which they would recommend a total dis¬ 
tribution of an amount higher than that of the previous year. 

IMPERIAL TOBACCO 

The directors of the Imperial Tobacco Cmnpany of India Limited declar¬ 
ed an interim dividend of Si pet cent !ot the year ended March 31, 1969, 
payable to those shareholders registered as on December 30, 1968. From 
1968-69 the company has proposed to declare one interim dividend and 
one final dividend instead of the previous practice of declaring two interim 
dividends and one final dividend. The present interim distribution represents 
maintenance of the level of the combined interim dividends declared during 
the previous year. 

INCHEK TYRES 

The directors of Inchek tyrea Limited have proposed to iiaue 390,000 
equity shares of Rs 10 each for cuh at par on a ri^ta basis to the exnting 
shareholders of the company in the ratio of one new share for every five 
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Md. Thenpw shvei will be offeied to thow shanholden registered is on 
Juuiuy 16,1969. 

ARLABS 

Arlabs Limited proposes to expand its production activities so as to attain 
a imaauie self-aufflcieiiQr and reduce the dependence on imported nw 
materials. fThe company is a pioneer in the manufacture of dyestuifii in this 
country. Hie npinsion sriieme will bo cmnpleted by the end of 1970. The 
factory is situated at Bhor, about 4S miles from Poona. 

SHREE RAM MILLS 

The subscription list of the public issue of 62,730 equity shares of 
Rs 100 each at par ^ Shiee Ram Mills Ltd which opened recently was 
closed on December 19,1968, the issue having been oversubscribed. 

RALLIS INDIA 

The wmking of Rallis India Ltd during the year ended August 31,1968 
has resulted in a higher gross profit of Rs 107*79 lakhs compared to 
Rs 104.14 lakhs in the previous year. Sales have risoi to Rs 38.63 crores 
from Rs 31*71 crores. After providing Rs 12*43 lakhs for depreciation, 
Rs 63,000 for dcvelepmcnt rebate reserve and Rs 32 lakhs fw taxation, the 
net inoSt works out slightly higher at Rs 42* 69 lakhs. The profit on sale of 
property is Rs 90,000. Credit has also been taken for Rs 69,000 beii^ de¬ 
velopment rebate reserve no longei requiied. Provision has been made 
for Rs 4-90 lakhs for income-tax for previous years and Rs2 lakhs for 
doubtful debts. The directors have transferred a sum of Rs 42* 67 lakhs to 
general reserve. Equity dividend has been maintained at 13 per cent which 
will absorb Rs 29*25 lakhs. 

CmBANK AND GRINDLAYS 

First National City Bank of New York is to become the largest single 
shareholder of National and Grindlays Bank with a 40 per cent interest in the 


equity. British sharoholdera, of which Lloyds Bank continues to be the Imgest 
with a 23 pet cent stake, will hold 60 per cent of the aqui^. Theplanisla 
double National and Grindlays resources by an addittohal £ 23 million 
share and loan capital, of which Citibank will supply nearly £ 20 million. 
At the same b'me. National and Orindiaya is taking over alt the business 
of the Ottoman Bank in such important aieas as East Africa, the Middle 
East and Cyprus, but excluding the Ottoman’s European and Turkish in¬ 
terests. This is expected to lead to an increased level of activity of both 
banks in India, where National and Grindlays has 34 branches and the Citi¬ 
bank eight branches. 

CHAMPj^RVN sugar 

Champarun Sugar Co, Ltd has earned a lower not prtdit of Rs 4*61 
lakhs during the year ended June 30, 1968, as against Rs7*18 lakhs in the 
previous year. ApiHopriations include : depreciation Rs 5*47 lakhs, deve¬ 
lopment rebate reserve Rs 2,619, provision for bad debt. Rs 83,382 and tax¬ 
ation Rs 9* 10 lakhs. Of the net profit, a sum of Rs 2*30 lakhs has been 
transferred to general reserve. The proposed dividend of Rs 1* 30 per share 
subject to tax, absorbs Rs 2’70 lakhs, leaving a balance of Rs 37,123 as 
against Rs 1*08 lakhs brought in. 

KELVINATOR of INDIA 

Kelvinator of India Ltd has earned a profit of Rs 8' 78 lakhs during the 
year ended June 30, 1968, after providing Rs 3*09 lakhs for depreciation, 
Rs 2,327 for development rebate reserve, Rs 14 lakhs for taxation and 
Rs 7*95 lakhs for general reserve. The directors have proposed a higher equity 
dividrod of 13 per cent to be paid from the general reserve. Sales have risen 
to Rs 2*47 crores from Rs 1* 73 crores. The demand for the company's 
refrigerators and for sealed-tn units has recorded a steady rise during the 
year. To nwet the rising demand, the company lias decided to expand its 
factory and install new plant and machinery worth Rs 8-25 lakhs. The ex- 
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ponsion will be corapkted io the current year. Duriiig the year 
47 lefrigeraton were exported. 

ASHOK LEYLAND 

The working of Adiok Lcyiand Ltd during the year ended September 
30,1968 has resulted in a net profit of Ks 84*04 lakhs, aftn providing 
Rs 65*77 lakhs for depreciation, Rs 13*60 lakhs for development rebate ie> 
serve end Rs fS" SO lakhs for taxation. Eriuiiy dividend of 8 per cent has 
been declared, which will absorb Rs 62* 30 lakhs. General reserve gets 
Bs 60* 13 lakbs.'Sales have declined to Rs 26* IS crorcs fromRa 27.68 crotes. 
The directors state that the company’s working during the year was affected 
by recession. There are, however, indications of some impravonenl in the 
current year. The company has pursued its expansion programmes and 
dhangements have been made for raising the necessary resources. The 
lan has sanctioned a stnling loan of£ 1 million, which will be utilised 
for meeting the cost of new machinery and balancing plant It has also 
floated debentures of Rs 2 crotes to meet the rupee cost of the project. The 
company has earned a iwofit of Rs 13*91 lakhs from sterling devaluation. 

UNIT TRUST 

The Unit Trust of India raised the sale price of units by 5 paise to 
R$I0*4S per unit, witlidfect from December 16. The repurchase price, 
however, remained unchanged at Rs 10 per unit 

CAPITAL AND BONUS ISSUES 

Consent ha.s been acuvded to seven companies to raise capital amountin « 
to over Rs 2* 64 crorcs. Five of them are to issue bonus shares amounting 
to over Rs 1*72 croies, 

Tolaal Private Ltd, BonAsy, has been accorded consent to capitalise 
Rs7*S lakhs out of its general reserve and issue fully-paid equity shores 


of Rs 100 each as bonusshaies In the ratio of one share for every two 
equity shares held. 

MeMaadeni Hactelcal.Mri Radio fndHtrlei Ud, Bombay, hai been given 
couoit to capitaJise 'JIb 10 lakhs out of its general leierve and issue fully- 
paid equity shatec of Rs 100 each as bonus shares in the ratk) of one fmr six 
equity shares held. 

The Ottasa Mineiala Devalopmaat Co. Ltd, Caleatte. has been granted 
consent to capitalise Rs 20 lakhs ont of its general reaetve and issue folly- 
paid equity shares of Rs 10 each as bonus shares In the ratio of one for every 
two equity shares held. 

Associated Battery Makers (Eastern) Ud. Ceicntta, is given coruent to 
capitalise Rs 35*4 lakhs out of its general tesove and issue folly-paid equity 
shares of Rs lOeach asjbonus shares in the ratio of one for every five equity 
shares held. 

Tata Chemicals Ltd, Borabiy, is acemded consent to capitalise 
Rs 99,77,6iqiout of its general leietve and issne folly-paid equify iham 
Rs 10 each as bonus shares in the ratio of three for ten equity shares held. 

The Mafatlal Flae Sphwbig and Ms a a fac tu r tag Co., Ud, Bombay, having 
a paid-up cmiital of <Rs 203 lakhs, has been accorded consent to issue forther 
capital of Rs 41,80,R)0 in 41,803 equi^ shares of Rs 100 each to be allotted 
as fully-paid shores to the shatebolders of the Sassoon Sphining and Weav¬ 
ing Co. Ltd, Bombay, pursuant to the scheme of anttlgamaiion sanctioned 
by the high court. 

The Straw Paper Mllli of lodia Ltd, Hyderabad, has been given consent 
to the issue of capital of Rs SO ]akhs<(Rs 33 lakhs in equity shares end Rsl5 
akhs in 9*3 per cent cumulative redeemable piefetence shares of Ra 100 
each). All the shares are to be issued for cadi at par. Tim proceeds are to 
be utilised for the construction of a factory in Andhra Pradesh. 
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COMPANY MEETINGS 

THE DELHI CLOTH & GENERAL MILLS 
COMPANY LTD. 

Speech of the Chairman, Dr. Bharat Ram 

The following is the speech delivered et the 80th Annual General 
Heating of the Company held on 30th December^ 1968 at the Registered 
Office of the Company at Bara Hindu Rao, Deihi-6. 



Ladies and OenUemen: 

I have great pleasure in welcoming you to this ROth General Meeting 
of your Company. The Directors* Report and the Audited SUtements of 
Acdounts of the Company for the financial year ended 30th June, 1968 were 
sent to you some days ago, and with your permission, I will Uke them as 
«ead. 

The year 1967*68 witnessed some improvements in the national economic 
aituation, particularly in respect agriculture. The improved supply of 
agricultural products was accompanied by a decline in prices to some estent. 
It is sorptising, however, that the working class cost of living index did not 
register.any faH, and in recent months has moved up substantially. Pressures 
for higher wages and dearness allowance persist, which naturally increase 
the cost of industrial products. 

With the improvement in agricultural output and the transfer of money 
to the rural sector, there would have to be substantial efibets at mobilising 
these resources; and I agree entirely with the Finance Minister that taxation 
of agricultural income, in some form, would have to be resorted to. It would 
also be necestaty in the coming years to substantially increase the produc¬ 
tion of consumers' goods. I need not dilate here on ttie snowball effect of 
incHased consumer goods output, from the point of view of increased re¬ 
venues from excise, the eCrect on employment, and improvement in the stan¬ 
dard of living of the people. 

This brinp me to the question of investment and the capital market. I 
muat stress again as I did last year that tevival of the capital market is of ai- 
ties! importance. While 1 do appreciate Government action in bringing 
down the bonk rate from 6% to S%, 1 must emphasise that the cost of bor* 
xowed money as well as debentures and preference shares mutt come down if 
the capital market for equity investment has to improve. . If the preference 
shares rate remains as high as 9* 3%, naturally risk capital must expeci a re¬ 
turn of at least 12%, which again means that a Company must cam a gross 
profit of well above 25%, after providing for depreciation. This naturally 
leads to high prices and consequent ill effect on the total economy. 

Apnrt from internal resources, the question of foreign exchange conti- 
Jines to be a probtem; and for that, with the continuing uncertainty of foreign 
it i istai i o e , there is no choice for the countiy but to inctessc its exports subs* 
-tantially. It is heartening to tee that there has been some improvement in 
the country's csporti. With the development of the economy, in spite of 
efforts at import substitution, total imports will continue to rise,',and per- 
MMUy 1 believe thnt Government should resort to tome type of direct link¬ 
ing of hnpotts with exports. 

The Textile indnstiy throughout the country continues to experience 
setfous trouble. Several CKtories have closed down. Many of the diffl- 
ciikiii of this indusiiy can be Irtced to the fsetor of age. It is common 
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knowledge that the requirements of on aging industry for keeping trim and 
uptodate. specially when changes are rapid as in the textile world, we greater 
than in the case of newer Industries. Without dilating on the "hnw** and 
“why* * of the textile industry not being upiodtte, vre must realise that Oovera* 
ntent has to help the industry to rehabilitate llielf in a massive way. One 
cannot over-emphasise the importance of this industry to the economy of the 
country in terms of employment, exporU, and satisfying a basic need of the 
people. Therefore, at this stage, it is no use apportioning blame for the 
slate in which the industry has come to be. It would be intereiting to know 
that even a country like Japan, where the textile industry is already very 
modem, the Japanese Government has formed an organisation called the 
Textile Industry Rationalisation Agency, which Is aiming to pump more thin 
8 500 million for the re-organisation of the textile industry. The entire 
programme aims at replacing 2*8 million obsolete spindles (from n total of 
12- 5 million spindies) with 900,000 automated spindles, and replacing over 
300,000 obsolete looms with 175,000 new ones. In their reckoning, looms of 
IS years and over are obsolete and fit to bC scrapped, to enable the industry 
to compete effectively in worid markets. 1 hdve highlighted this problem 
Jiecausc it is necessary that the Government should not consider this as n 
problem of a single industry bqi as a national problem confironting a pre¬ 
mier industry which has wide repercussions on the total economy. 

Talking of the specific interests of your Company.l would like to mmtion 
that textile units have shared the general decline in profitability in this indus¬ 
try. Rayon tj-re-cord and PVC at Kola have also been facing stilf competi¬ 
tion, due to production being in excess of demand and consequent decline 
of prices. The sugar and vanaspaU factories have done well. You would 
be happy to team that the Fertiliser plant at Kota, in which the Company 
has invested a large sum, would be in production within a few days. It 
is indeed a matter of some pride that this modem plant is being put up in 
record time, and will not only help to save a substantial amount of foreign 
exchange for the country, and add significantly to agricultural prosperity, 
but would also add considerably to the profitability of your Company. 

Taking into account the immediate financial needs of the Company, 
your Directors deemed it appropriate to restrict the cash dividend on otdi- 
naiy shares to and to issue bonus ordinary shares in the proportion of 
1 share for every Rs. 250 of paid-up ordinary capital held by a member, by 
capitalising a pan of the General Reserves. This decision, I think, will 
be to the benefit of shareholders. 

In the end I .should like to record our sincere appreciation of all the work¬ 
ers and staff whose efforts and devotion have enabled us to achieve good 
results during the year. 

May I wish you ail a happy and prosperous New Year. 

Ifote: TfibdoniiorinrpofttolwancMdoftiirpneaadtaiaorthcAaiiul 

Canaral Mtating. 
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TATA CHEMICALS LIMITED 

The following statement by Mr. J.R.D. Tata, Chmnnan of Tata rhctni f-a l * Limited, dealing 
with the Company’s working for the year ended 30 June 1968, has been issued to the 
shareholders. 


To the Members. 

I, The year under review was the sixth consecutive one in which your Com- 
puiy recorded an increase in its output and turnover. 
Yor'e HcseHs and The profit earned from the sale of products was only 
T”** marginaUy higher than last year, indicating the extent 

to which the results were affected by increases in costs 
beyond the control of the Company. This temporaiy flattening of the profit 
curve need not cause shareholders any worry regarding the prospccU of the 
Company in the coming years. In fact, during the first four months the 
Company has fared appreeiabiy better than over the corresponding period 
last year. Barring any unforeseen developments, therefore, the outlook for 
the current year is promising. What is more important, the Company’s 
programme of expansion and modernisation, although somewhat slowed 
down by continuing procedural delays in securing from Government the 
necessary clearances for the utilisation of foreign exchange funds already 
available to the Company, is being vigorously pursued and by 1970/71 the 
Company will have substantially strengthened its manufacturing base at 
Mithapur, increased its output and improved further its efficiency and cosu. 

2. While this programme, aimed at raising ail round performance, has been 

a continuous one for many years, it gathered substan- 
Kocaid •( tkti momentum during the last six years. It is note- 

pngnas worthy that during this period, as compared to the 

whole of the previous twenty^three years of the Com¬ 
pany's existence, the turnover was nearly 1| times as large, gross profits 
over 21 times, eqidty dividends paid about 31 times, allocations to reserve 
7 ihn ef and leuined earnings more than twice as large. 

3. This remarkable progress must be viewed against the background of four 
drought years during which supplies of fresh water were curtailed to about 
one-filth of the normal requirements, against a disastrous fire in Jamiaiy 
1967, which destroyed the high-tension switchgear and the control panel of 
the turbo-generators, and against floods in 1967 which lesulted in heavy 

of salt and bromine production. 

4. The foregoing record of progress would not have been possible but fbr 
the expertise, the technical and managerial dcills and the confidence acquired 
over the years by the team of abie and devoted men who manage the ope- 
ntions of your Company. This expertise, which your Managing Agents 
have hdped to build over the years, is perhaps the most valuable asset of the 
Company on which we may base out confidence in its future growth and 
prosperity. 

3. The present Managing Agency Agreement with Tala Industries lYivate 
Limited ends on January 22, 1969. Your Directors 
Maoagfaig have desired that the Company apply to the Govem- 

nwnt of India for a marginal extension of the 
Managing Agency Agreement until such lime that 
the legislation, aimed at the abolition of the hfanaging Agency and 
introduced in the Budget Session of the Lok Sabha, is enacted and be¬ 
comes effective. I for one, and I hope you agree with me, will be sotiy to 
see the Company deprived of the services of the Managing Agents which 


nursed the Company through its most dfiiieult initial years and which help¬ 
ed to develop its present self-reliance. In the nathmal context, it h unfortu¬ 
nate that just when the Managing Agency ^tem seema to be most needed, 
paitieularly if and when onr Fertiloer Sciietne comes thronih, just when 
manegement expertise should help the country, Government and Fariiamsnt 
should be contemplating the indiscriminate abolition of all managing agenciea 
on ideologica] grounds. 

6. coming to our Pertiliier Project, shareholdets will no doubt have been 

following with interest, and 1 expect with some concern, 
Fcrtillar the heavy weather met by our project in its halting 

Fraiict progress towards' what I still hope to be ultimate ap¬ 

proval. They will probably have been penfiexed by 
the welter of confusing reports, many of them quite unrelated to fhet, and the 
arguments and counter-arguments for and against the project appearing in 
the Press. Some may even wonder whether then was not something fluda- 
menlally wrong with the project of which I had given such a glowing account 
last year, and whether it has been or is being drastically changed. Let me 
reassure them. Except for a few minor changes insisted upon by Govern¬ 
ment the project remains, as it was, the soundest and most advantageous of 
all the fertilizer projects. 

7. In that case, shareholders may ask, why have not Government seen their 
way to approve the project even after one full year of study and ddiberation 
and discussions with the Company? There is, I fear, no simple answs 1 
can give to such a question. 

il. There were at one time serious objections raised in some quartan to the 
import of 1,522,000 tonnes of liquid ammonia over a period of 7 years, shioe 
reduced to a maximum of 1,250,000 tonnes or the quantity imported over the 
first seven yens of regular production, whichever is less. This objection 
arose from a decision previously announced by Govemment that all future 
nitrogenous fertilizer plants should be based on the use of Naphtha in the 
enoneous belief that there would be a surplus of naphtha in the country. 
It now seems to be univenally realised and aoeepted, aa it should have been 
from the start, that there will in feet be a shortage of naphtha tautead of a 
surplus not only in India but in the world. This particular otjectioa seems, 
therefore, to have been put to rest, I hope permanently. 

9. Another objection raised was to over-concentration of fertilizer manu¬ 
facture in one State. Apart from the regioiial aspects of this objection, with 
which I naturally cannot deal, the fact is that, for techmeri reasons, our 
project can only be put up at or near Mithapur, and there can therefore be 
no question of it being set up anywhere else in India. Furtiwanote, because 
of the economies of scale and other Ixiilt-m advantages of the project, the 
delivered cost anywhere m India of the balanced fertilisers produced at Mifha- 
put will be no higher, and in many cases substantially lower, than that of 
equivalent fertiliaers imported w produced anywhere else in the country. 

19. Some objeetioiis wen raised by the Ministry of Transport A SUpiting, 
as widely reported in the Press, to our building a jetty for our own use in the 
Gulf of Kutch. Such a jetty is an essential integral part of the Fertilizer 
Complex and, coniidering that we have uadotaken to obterve all the rulez 
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and regulatioas of Covemment in regard to navigation, customs, lafety eic., 
we hope that this ol^jection will be overcome. 

11. Oovcmment at one stage asked the Company to agree to participation 
by the Central Oovemment in the capital of the Company and its represen¬ 
tation mi the Board. This was a condition imposed on no other project 
and we protested against it. However, we ultimately agreed, subject to the 
concurrence of our shaiehoiden and foreign partnm, to the Government 
of India acquiting, from a new issue of shares. Ordinary or Preference shares, 
at their discretion, in such number as would result, aftn such issue of shares, 
in the Oovenunent Group, consisting of the Central Government, certain 
shareholding State Governments, the L.I.C. and the Unit Trust, bolding twt 
more than the equivalent of 22% of the ordinary capital of the Company. 

12. A major cause for the delay that lus taken place was the Government 
of India's decision in February 1968, after the project had been vetted in 
great detail and recommended by the Ministry of Petroleum & Ciicmicals 
and also appraised and approved by the Committee of Economic 
Secretaries, to refer it to the Planning Commission for their advice. 
The Planning Commission took nearly four precious months in 
appraising the project in the greatest detail, including its technological 
aspects. I understand that by and large the sum total of their 
objections to our project was that it offered no special advantage over 
any other project of similar conception, located elsewhere and etuoying the 
same port facilities. Even if this were true, which it undoubtedly is not in 
our view, the two simple facts remain that there is no other proiect of similar 
conception and built-in freight advantage, and that it will produce 2.3 million 
tonnes per year of badly wanted balanced fertilizers at a lower foreign ex¬ 
change cost than any other fertilizer plant in the country. 

13. Between the 27th of November, 1967, when the Company submitted 
its formal application to Government for an industrial licence, and the third 
week of July, the Company held innumerable discussions with Government 
and the Planning Commission and submitted in voluminous detail answers 
to every query put to it. Since then, and to the date of this Statement noth¬ 
ing further has been heard from Government on the subject. Whatever may 
be the real reason for the opposition to the project in some quarters, the fact 
remains that Government has had the project under consideration foi over 
a year without coming to a decision on it one way or the other. 

id. Your Directors still hope that the scheme will be approved sooner or 
later for the simple reason of its incontestable merit and because the country 
needs it. In the meantime, however, the tong delay in coming to a decision 
will inevitably cause grievous loss of foreign exchange to the country. It 
is well knowirthat even after the completion of all the fertilizer plants cur¬ 
rently under construction or expansion, there will be a substantial shortage 
of fertilizers in the country which will have to be made good by imports if 
tire requirements of the country's agricultural programme are to be met. It 
follows that to the extent that the Tate Project » delayed, tlie tonnage of 
fertilizers that it would have otherwise produced that much earlier, will have 
to be imported. 

13. The Tate Project, at its fully developed stage and at present prices, will 
save about Ra. 92 croras per year in foraign excbange,iepre$enting the import¬ 
ed cost of fertilizers minus the cost of raw materials that would have been 
imported in making them at Mithapur. Assuming that Government would 
reasonably take, say, thiee months to approve a project of this magnitude, 
nine months have already been lost at an ultimate cost to the country of some 
Rs. 67,S crores in foreign exchange which will be increased by a further 
Rs. 7- 5 crores for every month's dday or Rs. 25 lakhs per day or over Ra. I 
lakh per hour! 

16. The Tata Project is by no means the only project which has suffered, 
-or is suffering, from Government’s inability to come to a decision for months 


and even years in some cases. There are many others, large and imail, in 
the fertdizer and other fields which have suffered the same fine at the coat of 
a heavy drain in foraign exchange to the country. 

17. It is diflicult to understand how the government of a country which, 
beset by a limgaianding and inttacteblc foreign exchange crisis, rightly adopts 
draconian measures to earn foreign exchange and reduce foreign expenditure, 
can allow hundreds of crores of foreign exchange to be kist through proce¬ 
dural delays or indecision. 

18. As I hove said elsewhere and in another context, the major problems and 
difficulties facing the country today are economic and not political. 1 would 
urge that Government's decision-making machinery and procedures in eco¬ 
nomic maticrs be reviewx.'d and overhauled so that decisions may be taken 
without the prolonged delays met with today. There is in fact to my mind 
u strong case for doing away with the need for the Cabinet to decide on a 
host of matters which today require, in my view quite unnecessarily, their 
approval in addition to that of the Ministry concerned. 

19. I would alw respectfully urge that Government review the practice of 
referring almost every economic matter that comes their way to a succession 
of committees, however much it satisfies the human urge to avoid or post¬ 
pone commitments or decisions which might ultimately be criticised. No 
business or industry in the country, whctlier in tlie public or the private sec¬ 
tor could operate if its management were to follow the practices and proce¬ 
dures followed by G.'vernment. It is to be noted in this context that the 
Governments of countries like the IJ.K., France and Italy, with controlled 
economies and large public sectors of industry, manage their economic af¬ 
fairs without the cumbersome decision-making machinery which our Govern¬ 
ment has infiictec! upon itretf. It would, 1 submit, he useful to compare their 
procedures with ours. 

20. In the meantime, I must regretfully inform the shareholders that our 
American partners Allied Chemical, increasingly impatient at the long delay, 
incomprehensible to them, in obuiniiig Government’s approval to tho pro¬ 
ject, and also concerned at Government’s insistence on participating in the 
uapitel of the Company and being represented on its board, have withdrawn 
their collaboration. While this decision is deeply netted by us, it will 
not affect the Company's determination to go ahead with the project. Tho 
technical contribution of Allied Chenucal to the project, though valuable, 
was not critical and their wiilidrawai tltercfore will not pose any insuper¬ 
able problem. The major benefit of the Allied participation lay in assuring 
to the Company the necessary supplies of ammonia, phosphoric acid and 
sulphur from Iran throu;^ tlieir participation, along with the National Peiro- 
chcniical Company of Iran, in the Shapur Chemical Company. Since the 
withdrawal of Allied Chemical, the National Pctrochcmial f -ompany, which 
is owned by the Government of Iran tlirongh the National Iranian Oil Com¬ 
pany, has undertaken to supply these materials to us at the same price and 
in tlie same quantities as previously negotiated with Allied Chemical. The 
N.P.C. have also offered, if desired by us, to participate in <hc share capital 
of the Company. The arrangement now cntcrcil into with them thus subs¬ 
tantially replaces the benefits which the project was to derive from the parti¬ 
cipation of Allied Chemical. 

21. In dosing, 1 am sure shareholders will wish me to refer to the steady and 
concentrated effort put in by my colleague. Mr. Darbari Seth, by his staff 
and by all other employees of the Company to achieve results which are 
commendable in a particularly difficult year. This performance merits our 
thanks and oiu admiratkm for the self-reliance achieved in an industry which 
is both competitive and complex. 

Bombay 17 December, 1968. Cbairmaii. 

Salt: This doM not purport to fee a record of the proccediaipi of the 
AnmHl Canetal MtMiiig of the Conpany. 
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THE SCINDIA STEAM NAVIGATION COMPANY LIMITED 

Speech of the Chairman, Shri Dharamsey N. Khatau 

Following is the summary of the Statement of S^iri Dharainsey M. Ktaatan, Chafarmao, 
The Scindia Steam Navigation Comimny Limited, made at the 49th Anaaal General Meeting of 
the Shareholders on Wednesday, the 18th December 1968 at Patkar KUH, Bombay 1. 


After referring to the md passing away of Shri N. K. Petigara and Sir 
Cliunilal Bhaichand Mehta and the great loss suflered by the Board of the 
Company. .Shri Khatau mentioned that the year under report showed signs 
of revival as compared to the two previous years of recession. Thouiih 
industries have begun to pick up and exports have increased, the lovival is 
slow and is likely to remain so for some time to come. Due to floods and 
famine conditions in many parts of the country and n significant reduction 
in foreign aid, the fulure threatens to be diflicult. 

The Company’s frei^t earnings and other receipts have gone up by 
Rs. 3* 68 crores to Rs. 31* 17 ciores, leaving a net surplus of Rs. 3*02 crores 
as against Rs. I * 10 croics last year. Shri Khatau, however, drew the atten¬ 
tion of the meeting that operating costs of Shipping Companies have been 
rising continuously and there appeared no prospect of any stabilisation there¬ 
in. The Company’s vessels suffer inordinate delays at ports and therefoie, 
priority should be given in the development of existing ports, so that delays 
to ships could be reduced to a minimum. 

It was consideted advisable to maintain rather than increase the dividoid, 
despite the higher earnings as it was very vital for the Company to conserve 
its resources so that the Company had at its disposal adequate money to 
invest in the purchase of additional tonnage, winch would add to the Com¬ 
pany’s revenma and maintain its position in the Shipping World. The 
Company was comptetbig SO years of service to the commercial community 
on 27th March 1969 and it was proposed to celebrate its Golden Jubilee 
suitably. 

There appeared to be a feeling among some Shareholders that a portion 
of the amount in Development Rebate Reserve which would become “Pice 
Reserve” over a period should be utilised for distribution. It was, however, 
pointed out that such reserves should be utilised solely for the purpose for 
which it was established, via. purchase of new or near-new tonnage. When 
amounts from such reserves become ’'Free Reserve”, it was only a matter 
of book adjustment without any change in tlie available Cash Resources. 

The Company’s efforts to acquire additional tonnage had not met with 
much success in the current year, due mainly to shortage of foreign exchange 
and this is due to the unwillingness in so many quarters to appreciate the 
obvious essential fact that shipping is a valuable earner of foreign exchange. 
During the year, the Company has earned Rs. 14 crores in foreign cxchaage 
and would it not be justifiable to utilise a substoutial portion of what the 
Company earns to enable it to function effic^tly and odcquatdy? 'Die 
Government of India should, therefore, adopt a bold and far-sighted policy 
and readily permit owners to go in for acquiring toimage, new or second¬ 
hand, and start earning foreign exchange immediately on acquisition without 
any gesiatory period as in other shore based industries. 

Our imaginative Transport Minister Dr, V. K. R. V. Rao and his Mini¬ 
stry are no doubt seized of the iinporuinoe as well as of the problems 


Indian Shipping and it is hoped tliat they will succeed in their dfoits to secure 
the assistance of which shipping stands in dire need and with such assistance, 
if given, Indian Shipping would be able to contribute to a much greater ex¬ 
tent than hitherto to the Foreign Exchange pool of the country. During the 
current year, the Company has ordered four ships fronf East Germany. The 
Company has also purdtased the ‘Jalagirija’ of 1S,QOO DWT and 'Sonovati* 
of 3,100 DWT for our Overscaal trades. We have also entered into a con¬ 
tract with the Rheinstahl Yard in West Cermanyl for building two shipt^of 
16,500 DWT under the Government to Coternment Credit arrangements. 
With a view to diversify our activity, we have decided to boy a bulk carrier 
of 53,340 DWT for iniemationat trading. 

The imporuint developments in World Shipping will sooner or later 
affect us. These are palletisation and containerisation, which are likely to 
reduce handling costs per unit of cargo and give quicker despatch to ships 
so employed. Our Company is studying both the modes of carriage of 
cargoes as well as the Lash type of ships. The container service is highly 
capital intensive and requires specioliscd ships and ports. Ilie palletised 
system of carriage is more simple and does not require the same type of spe¬ 
cialised ships as the container system and our near-new existing vessels could 
be utilised to carry such pallelised cargo without much alteration. 

The Company has started a monthly service from Calcutta as also from 
Bombay to the Arabian Gidf ports and these will be good additions to our 
Liner activity. We also started in coordination with India Steamship Com¬ 
pany and the Shipping Corporation a regular monthly service from Calcutta 
and other East Coast ports to ports in the Adriatic, Egypt and the near East. 
We are also operating a round the world service ftom Calcutta to U.SA. 
and back from the West Coast of America and Canada to India via the 
Panama Canal. 

Last year, it was mentioned that the Workshop may not continue to be a 
source of prt^t in view of reduction in the number of our coastal ud pas- 
sengn ships. The Workshop has therdore taken up a programme of dhwr- 
sification of its octivi&s to fabrication and new construction work as men¬ 
tioned in its Directors’ Report The profliabiifty will, however, be low In 
view of severe competition among Engineering Units and recession in the 
Engineering industry. 

Whilst thanking shippeis and consignees in India and alnoad tot their 
support, Shri Khatau paid a tribute to the Management, enqiloyces ashore 
and afloat and the Company's Agents in India and abroad for their devotion 
todtt^. Shri Kbattu also thanked Prof. V.K.R.V. Roo, our Minister lor 
Transport and Shipping and his Secretaries, the Director Oenstal of Shi|v 
ping and bis officers and the Chief Controller of Chartering and his office 
to their active siqiport and asantance. 
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The Garden city 
60 years ahead of its time 


Jamtheil|Mir, thf steol city. I* •ull ol iroof and flowmt 
In fact, it IS one of India's most beautiful cities.'And 
the amazing thing is that Jamshedpur was conceived 
and planned exactly as it is today, more than 60 years 
ago, long before planned cities became common even 
In the West. ^ 




A 

Sonari—sn underdevelop¬ 
ed area transformed. Under 
a phased programme, Tate 
Steol has helped the people 
to convert 20 underdeve¬ 
loped arses into beautiful 
localitio!:, wiih well-lighted 
roads and adequate water 
supply. 


JuMlaaParh."Flowers,. 
parks, and trees supply 
aomething which is, I 
imagine, of more basic 
Importance to human be- 
inga and the human spirit 
than evan Iron and steel 
and It was a vary happy 
thought to... provide this 
beautiful park." 

JawilutM Nth/u 




The Tata Main Hoapital. In addition 
to this well-equipped eOO-bed hospital, 
Tata Steal has contributed to the setting 
up of an 82-bed TB hospital with a special 
children's ward. 


Our strength Is in our people 
es tnuch as in our steel. 


TATA STEEL 


TNMl 

















eastern economist 
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AVB manufacture Fuller Kinyon Pumps In sizes ranging from 4" to 10", with 
capacities ranging from 4 tonnes per hour to 140 tonnes per hour. The equip¬ 
ment is available against 100% rupee payment. ■ AVB can also engineer entire 
cement handling systems and supply them to you on a turn-key basia. 


for your bulk cement handling ^obiems write to • /\\//\ 

ACC-VICKERS-BABCOCK LIMITED 

P O. DURGAPUR.6. WEST BENGAL 
or our o^ieei at; 

aOMlAY. 14 Quton'i RetO Eutw • NEW DELHI. Indn Waee. $uiM V. CenmuiM Grew ^ 

Calcutta : i a 3 BttboMrnt Rosa I 











EASTERN ECONOMIST 


31 


January 3, 1969 


RECORDS AND STATISTICS 

Traditional Industries Need Help 


THE ASSOCIATED Chambers of Commerce and Industry of 
India held its annual general meeting at Calcutta on Decem¬ 
ber 14, 1968. Mr Morarji Desai, Deputy Prime Minister, 
addressed the distinguished gathering. We reproduce below 
excerpts from the speeches of Mr N. M. Wagic, President of 
the Assocham and Mr Morarji Desai, and the resolutions 
(in full) which were adopted unanimously : 

Mr Wagle for Resource-based Plan 

In the course of his speech welcoming Mr Morarji Ursui, the 
President Mr Wagle said: 

“1968 has been a year of anticipation. After last year’s record harvests 
we waited anxiuiLsIy to see how this year's monsoon would work, out; whether 
ground lost during two years of reces-sion would be recovered and whctlicr 
inflation would at last be contained. It has also been a year of preparation 
for resuming industrial growth. 

On the food front this year's achievements have been even more remark¬ 
able than last year's performance. Last year's bumper harvests showed how 
modern techniciues and a really gttod monsoon could emnbine to transfomi 
the food situatbn. Tliis year the monsoon has been more capricious, but we 
may reasonably expect a harvest nor appreciably smaller than last .year's 
record crop. If this turns out to be so, it will prove that concerted action 
by the central and stale governments in providing the agricultural sector 
with necessary inputs can largely overcome the handicap of uneven rain¬ 
fall. While wc cannot altivgether dispense with nature's bounty, it is good 
to know that the vagaries of the weather no longer need distort the entire 
national economy. Our tint objective must be to ensure that no man in this 
country is again haunted by the spectre of famine and we are moving rapidly 
towards achieving it. 

Revolution in Agriculture 

This is a revolution in agriculture, and it has been achieved in the main 
by a growing body of our farmers who treat agriculture as an industry. Let 
us give them credit for what they have done. 

So it is disturbing to learn that certain quarters are amcerned that agra¬ 
rian prosperity is confined to this relatively small section of the rural popula- 
Ikm. and would like to check the growing inequality of wealth in the villages. 
Let us hope that government will not have second thoughts about the prime 
importance of encouraging the more enterprising farmer to improve tlic yield 
from his land. Doctrinaire concern over inequality of wealth in the rural 
sector should not be allowed to qualify such support. 

For if the enterprising fanner improves his lot, his wealth must reflect 
favourably on the welfare of the rest of the rural population. Given time, 
the smaller farmers will emulate the example of their mure venturesome neigh¬ 
bours. 

Again, as more of them move from a single dry crop to two and even three 
irrigated and fenilised crops a year, their demand for labour must increase. 
From this will flow the dual benefits of higher wages for the landless and a 
reduction in rural unemployment. If we arc content to live well alone, wc 
nut expect a substantial imptovemeni in the standard of living of landlcs.s 
labour. 

This sulking progress in agriculture means more for the economy than 
national self-iofliciency in foodgrains—itself n vital achievement. It has also 
generated substantial purchasing power in the rmal sector. This can make a 
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real contribution towards revix ing the industrial sector provided we, in indus¬ 
try and commerce, arc rcsouivtful enough to find out what the farmer will 
buy and are able to reach the goods to his door. Industries stipplying agri¬ 
cultural machinery and oilier inputs to ilie farmer have already benefited from 
the farmer’s readiness to invest his own money rather than wait for loans 
or subsidies from governmem. and commereial banks are also being alUact- 
ed into the countryside. But if commerce and industry are to make full use 
of this growing purchasing txtwct in the villages, we must first determine (he 
exact mtiurc and extent of the rural market and then devise efficient lines of 
distribution to service it. 

Rural Buying Habits 

The Ass(x;iatcd Cliambcrs aic itccply interested in this problem. Wc 
have recently commissioned a survey to find out more abxiut the buying habits 
of the rural population, to .study the physical proWcins of dislrilnilion at the 
village Icyel and to ascertain the most efl'cclivc.markcling techniques. This 
is a modest efibrt. confined to one ••tnluka'’cach in West Bengal and Maha¬ 
rashtra ; and inevitably, the results of this survey will be of a somewhat general 
nature. But wc hope that our findings will provide industry with some 
instructive lc.s.sons and. perhaps, will sttmiilalc more individual coni|>anics 
and trade a.s.sociaiions to undertake specialised marketing surveys directly 
related to the circumstances and needs of their own particular products. 

1 he bumper narwsts of fast year had raised lioiws that the improved 
supply of ftwdgrains would help to correct recessionary trends in a wide range 
ol indu.stries. It is now clear that ground lost during five difficult ycare 
following the fliincsc aggression could not he regained by excellent harvests 
in one year. For one thing, the farmer was not willing to market his entire 
surplus: after two years of drought, he can hardly be blamed for his caution 
But a more important factor was the inelasticity of an economy which had 
become over-dependent on development outlays by governmem. Over the 
last three Plan periods industrial growth and investment patterns have been 
shaped by laigc ouilays of gmernment money on dcvcIupnKni projects, 
and a revival in heavy engineering and striicUiral industries depends upon 
a siibsiantial rcsuiiiptioii ol government orders. 

Anoihci hopeful sign of the improved economic ouihwk i\ that, after a 
planning pause of over two ye.irs. govcrniiKni now feel sufficiently confident 
to inaiigiirale the roiinh Plan in 1969. A vompicto plan outline is not avail¬ 
able vet. and details of the new Plan are still being worked out. But the 
Planning I'omniissioii v paper on the Appniach to the l ourlh Plan contains 
a number of welcome features. They suggest that, this time, we shall have 
a more leaiistie pl.m which will positively Mimulatc growth and develop¬ 
ment. I here is cMdence that the Commission, under its new leadership 
has adopted more liberal and indicative attitudes. These might lead to some 
relasaiion of the iwvasive system ofwinirol and regulation which, in so many 
ways. h.is hamiwicd the progress of the private sector of indu.slry. 

The Approach Paper and subsequent discussions .suggest that, instead of 
prescribing production targets on an arbitrary basis, the Planning Com- 
mission genuinely desiies to consult industry and to take the private sector 
into its confidence, fhese arc welcome develomncnts. They will stimulate 
participation and ciKipcralion on a wider basis; they will help to support 
substantial ecommiw growth combined with stability. 

Although wc commend the Manners’ new appriiach. some basic issues 
demand to be reconsidered. First, it k essential that the plan should be 
resource-based rather than need-based. In previous plans, needs were 
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posiulaled and then a iteorch was made for nsounes to meet them. In the 
past it was this compulsion somehow to raise additional tesouices to meet 
I proscribed needs that imposed on the economy an oppressive burden of taw- 
tion, removed basic incentives to produce and save, and limited the private 
sector's ability to develop rapidly. It also added to inflation. There is 
evidence that the Planning Commission now appreciates the need to keep 
the Plan within the limits of available resources but it will succeed in so 
doing only if the resources themselves arc realistically assessed. 

Secondly, 1 believe that the Approach Paper places far too much emphasis 
on the dangers of conccnlralkm of economic power. The Commission’s 
desire to call in new entrepreneurs to redress the balance of the old is admit' 
able, but the scales are being weighted far too heavily in favour of small-scale 
industries. 

■ Certainly we must encourage small-scale industry; we all would like to 
sec industrial enterprise diffused os evenly through the country as the limita¬ 
tions imposed by natural resources allow. But at the same time it must be 
recognised that, in modern industry, there are substantial economics of scale 
which usually make large-scale production more efficient. The threat 
posed by the concentration of economic power has been exaggerated. By 
international standards even our largest industrial units are not really big. 
Therefore, a negative policy of reserving certain sectors of production, such 
as the manufacture of consumer goods, for smalKscale units, however admir¬ 
able in intent, will make our eennomy less competitive and will retard its rate 
of growth. Instead, the small-scale sector should be encouraged to grow by 
a positive policy of dcvciopmcnhil aid in the form of financial and technical 
services. Tlie object should be to help tlic small-scale operator to overcome 
the initial handicap of limited resources and to become, after a period of 
assistance, a self-reliant unit in a competitive structure. 

Simply to reserve certain sectors for small-scale units will restrict the 
normal growth of successful units and place a premium on smallness for its 
own sake. 

Elimination of Repithirc Know-how 

While on tlte subject of planued development, I would like to refer to the 
re«nt discussion on the possibility of eliminating repetitive know-how. It 
makes very good sense to save foreign exchange spent on getting know-how 
which the country already has or can herself produce. But notice some of the 
difficulties in assessing whether a particular know-how proposal is, or is not, 
repetitive. To begin with, the continuous process of tcclmological advance 
often makes established know-how obsolete: and where new techniques 
improve the quality, or lower the cost, of production, it would not be to the 
national advantage to bar their import simply because we have already esta¬ 
blished production on what hove come to be obsolete lines. Economies made 
ixissible by new techniques may well pay back, several times over, the cost of 
buying them from abroad. 

Know-how in industriol production is not simply a question of disclosing 
a formula or lianding over blueprints. Real technical collaboration involves 
a lot more. The collaboraior participates in choosing a suitable site, deter¬ 
mining the proper design of buildings, .selecting and laying out plant and 
equipment, inspecting raw materials and helping to resolve all the problems 
experienced during the initial stages of nianufocture. In short, the techni¬ 
cal collaborator sells his experience as well as his technique, and a good colla¬ 
borator helps to achieve the most efficient and economical production in the 
shortest time possible. It is for this reason that even the most advanced 
industrial countries often find it worthwhile to pay substantial royalties to 
secure the latest know-how from their competitors. 

By all means let us, by careful scrutiny, eliminate the purchase of repetitive 
know-how which is unnecessary or wasteful, but it would be a false economy 
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to shut out kmw-how whii^ might help to moke our industry competoat 
at home and competitive abroad. And it is good to know that the govern¬ 
ment is not, after all, planning to caiulise all technical collaboration through 
one central agency. 

If I may now come to taxation : 

Land revenue, althou^ cumbcNomc to assess and expensive to collect, 
used to be a main, and intUspcnsable, source of state revenue; and the rapa¬ 
city of government and landlord like, which left the peasant with little incen¬ 
tive to better his lot, was a notorious feature of the pre-war rural scene. Since 
1939, however, agrkulturai prices have steadily increased and government 
has sensibly resisted the temptation to raise the land revenue demand. This 
is sound policy. One consequmice is that the farmer today is attest beginning 
to find some profit in his vocation. If he were not allowed to enjoy the new 
wealth he generates, he would not strive so hard to increase the yield from his 
tend. 

Rural Prosperity 

When prosperity spreads to larger sections of the rural community there 
will be time enou^ to comader measures such as an agricultural income 
tax. Hvoi now; some part of the new rural wealth does accrue to the ex¬ 
chequer through indirect taxes on the increasing volume of 'goods consumed 
by (he rural sector. ’ 

But if we are all agreed in commending this policy of restraint in the 
rural sector .should we not also examine the implications of extending it. 
albeit in a very qualified form, to the urban sector ? Surely the urban 
sector also would react favourably to a lessening of the tax burden. 

For the past many years the contrary policy of maximum taxation ha.s 
held sway. We, in industry and commerce, have maintained that it has serv¬ 
ed to retard industrial development by reducing both the incentive to enter¬ 
prise and the capacity of industry to finance its further growth. And today, 
when we might indeed be on the verge of an economic upsurge, a policy of 
moderation in taxation •■on agriculture and industry atlke—is likely to 
provide just the fillip wc need. 

Hven that ingenious inventor of new taxes. Professor Kaldor, advocated 
a modest ceiling for income tax. Unfortunately, several innovations rocom- 
mended by him to compensate for the proposed lower rate of income tax 
were adopted by government, but the major promise on which his entire logic 
was based was not accepted. Taxes on both corporate and personal income 
have been raisedjwell above the levels which Professor Kaldor considered to 
be self-defeating. 

.Sir, lost year'my predecessor welcomed your initiative in directing an 
examination of the entire tax structure. Mr Bhoothalingam applied him¬ 
self to this task with characteristic speed and thoroughness. His interim and 
final reports represent a masterly analysis of an c.\tremely complicated pro¬ 
blem. The Associated Chambers have welcomed Mr Bhoothalingam’s 
recommendations. In our view, they would contribute very materially to¬ 
wards rc.moving the complcxiiies and uncertainties of the tax system. They 
are also likely to raise its cffieieacy and lead to a substantial improvement 
in the collection of revenue. 

But a comprehensive report of tliis nature cannot fail to contain some 
elements over which there will be some honest difference of (pinion. We, 
on our part, have expressed our doubts about the efficacy of the proposed 
capital tax and the general excise. At a time of recession, when several 
industries are not operating at a profit, a new burden such as the proposed 
eapital levy will have a very depressive effect and increase the ways and 
means difficulties which these industries already face. The proposal for a 
general excise would have (Air full support if it were to replace other parallel 
indirect levies such as the sales tax and octroi. But if these other levies 
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c^not be dimiiuted, to euperimpou.B genenil exciie'would iaflate cosu for 
ladiutries wbicb Blieady »e findins it dUficult to market their products. 

Mr Bhoothdiogun has stressed that his various lecommendations have 
to be regarded os ooe package. So did Professor Kaldor when he submitted 
Ui report twelve years ago. At that time government dkl not accept the 
whole package. looking back over the intervening yearslthere can Imrdiy 
be aay doubt about the damage inflicted this policy of luiplying the stick 
while uflthholding the carrot, of imposing new levies without giving corres- 
pondlng mUef in incoroe tax; it was an important, though not the only, 
ihetor ip stowing down tire rate of growth achieved in the first Plan period. 

And now a word on labour: 

Labour idatimts have been much better this year. There has been less 
general unrest and less destructive violence. A more regular suj^ly of food- 
grains al controlled prices and the firm line taken by most slate govern¬ 
ments againsi unconstitutiunat tactics like 'gheraos' l»vc helped to bring this 
about. 

Sympathetic Approach to Labour 

The Associated Chambers have consistently advocated a sympathetic 
approach to labour relations aiul our members have kept Well ahead of the 
ittdusuy-cum-reginn standards for wages and other terms of service. When 
any industry is in distress we would like to be able to-count on the iindcr- 
sumding and co-operation of trade union leaders. Unfortunaidy, they an: 
as yet unwilling to acknowledge that any real advance in the material welt¬ 
being of industrial labour must necessarily depend on improved productivity. 
Strikes, go-slow and other forms of non-cuopcration contribute nothing to 
the revival of depressed industries. It is unrealistic to expect any improve¬ 
ments in wages, bonus and other conditimis of employment in an industry 
which continues to operate at a toss. 

In appealing to labitur leaders for a radical cliangc in their attitude, I 
cannot do better than quote from the Prime Minister’s broadcast to tlie 

nation last September. She pointed out that".strikes and closures 

will only slow down development. How can individual incomes increase if 
the oational income falls? It would be unrealistic to presume that either the 
government or the country as a whole is yet in a position to provide each citi¬ 
zen with need-based wages. I can understand the reasons lor the demand. 
But a country is like a family. It can afford to give only what it luts." 

The entire field of labour relations has been examiDcd by the National 
labour Commission which is expected to submit its tepurt in tlic near future. 
We trust that guided by its eminent chairman, the Commission will lay 
down guklctines for labour legislation and managmicnt-^nion relations 
which will reconcile the legitimate needs of labour with its obligations to 
increase production. Such a reconciliation is vital to the progress of our 
eixmomy, and the A.s$ociated Chambers appreciate that its achievement is 
a two-way problem. Oiir members would willingly go mote than half the 
way to meet union leaders, and to make a joint effort to resolve issues. 

I now come to the vital issue of our balance of payments position which 
has dominated our development planning for many years. Until recently 
we were inclined to treat this as an intractable problem which would not 
yield even to such drastic measures as the devaluation of the rupee. Indeed, 
general disappointment at tlie failure of exports to spurt after devaluation 
raised doubts about the wisdom of that fateful decision in June 1966. The 
Associated Chomben did not share these doubts. We regarded devaluation as 
the formal recognition of astatc of affairs which could no longer be ignored. 
Peihapa, after a time lag of two years, this year's export performance 
will provide a belated justification of the adjustment in the exchange value of 
the rupee. 

Since last April our exports have perceptibly improved and it is signi¬ 


ficant that non-tradiiional exports have risen faster than those in traditional 
fields. 

To some extent depressed markets at home spurred the export efforts by 
engineering and other industries not formerly prominent in (he export field. 
Rut (he main driving force behind this welcome change is surely the appre¬ 
ciation by all sectors of industry that, unless they themselves swx'ced in 
earning adequate foreign exchange, they would not be able to sustain then- 
level of production. Over the last two years, aid and loans from I'rtendiy 
nations have been harder to secure. The writing on the wall lias been dear 
for all to see. and it is encouraging that, instead of sitting back in helpless 
despair, many units in industry are making a determined effort to earn at 
least the foreign exchange necessary for tlieir own essential impoits of taw 
materials and spare parts. 

I'he iimbiliiy or unwillingness on the part of our friends to underwrite the 
foreign exchange element in our plan.x could indeed prove to be a blessing in 
disguise, if we at last arc foa-ed to rely on our own efforts to support the 
planneri growth of our economy. 

Less noticeable, but equally important, lias been the progress in import 
substitution. In almost every industry it is bcariening to find an increasing 
range of products available indigenously. 'Ihis trend needs to be actively 
enamraged by government; despite the local availability of substitutes of 
adequate quality some imports, mostly for turn-key projects or to utilise 
residual balances in tied aid, are still bung 'ilkwcd. 

Encouraging Export Performance 

While wc are eneourag.'J by this improvement in export periormanw 
during the current sear, a great deal more remains to be done before we can, 
with conliJcncc, face the prospect of less aid from abroad. Industry, both 
private and public, must redouble its cll'orls to cover import requirements by 
export earnings, t'xporiers of traditional good.s must become more cfllcient 
and at the same time identify more precisrl.v areas in which central and state 
governments cm help them to reduce costs. Industry ami commerce must 
accept the main respimsihility for exporting more and for importing Ic-ss. 
larger and belter organised units must endeavour to achieve mure to com¬ 
pensate for po.isibIc shortfalls m the performance of weaker units. Tliis will 
not be an easy task. But unless it is accomplished we will have to abandon 
all plans of developing the iiatmnal economy rapidly and all hopes of material¬ 
ly improving the standard of living of the common man. 

Along with export promotion and import substitution serious eonsidera- 
ion has to be given to ways and means of attracting substantial foreign 
mvcslmcnt. The Associated Chambers support government's declared 
policy of welcoming foreign investment. While foreign investment in any 
aarpiable field .serves to compicmeni the limited flow of savings currently 
available to industry, such investment is of particuiai significance when it 
supports icclinical collaboration. A substantial stake in the equity of die 
joint venture is the best guarantee of wholehearted supixitt by a foreign 
collaborator and we are happy to rane recent indkaiions of a mure flexible 
and pragmatic policy. Speaking generally, we would prefer foteiBii invest¬ 
ment to foreign loans. White loans usually involve a service liability which 
aa-rucs Iwforc production is esublished, returns on investment only become 
due after the project becomes profitable. Wc would, therefore, once again 
urge government to create as favourable a climate as possible for attract¬ 
ing substantial foreign mvestmem. 

Oovcfonient can encourage export efforts most effectively by creating the 
right climate in which exports arc assigned overriding priority over ail other 
ofaiective.s. Considerations of revenue should not be permitted to stand in 
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the way of encouraging exports and there must be a readiness tp re^mine 
the whole stnicture of import and export regulations with this «* j piiut 

A beginning could be made by drastically stmpUrymg convOealed and 
time consuming procedures on drawbacks and incemives. Over the years, 
new regulations, and modilicalioits in old regulations, have bin laid one 
on top or the other so that even the most helpful officers cannot diaiiie prompt 
disposal of cases. Marginal modifioitions can only increase the complexity 
of these unwieldy pnxxxlures. The situation may be likened to a window 
which cannot be opened and shut properly because its woodwoilr is covered 
with far too many layers of paint. The only thing to do with such a window 
is to scrape all the paint off, right down to the wood. 

A satisfactory cleaning out of the mass of regulations that clogs export 
performance is possible only if it is recognised that the object of the exercise 
is to encourage exports. At present there is far more concern to prevent any 
possible abuse of these regulations than to make them eflective in increasing 
cxporis. A great many small exporters have to expend more time and effort 
over their licensing, incentive and draw-back formalities than they can devote 
to expanding their business. 

I would submit, Sir. tliat^the negative policies of elaborate controls and 
over-regulation of industry and commerce have been worked out to their 
logical conclusion ; frustration and delay. The time has come for an inspir¬ 
ed lead toward the more constructive policy of mutual trust and iwi p^tjon 
between government and industry, and nowhere is this needed more than in 
the field of exports. 

Our exporters must be fortified by the knowledge that they ehjoy the full 
confidence and active support of our government. This applies particularly 
to traditional exports which often tend to bo taken for granted, but which 
ncvertbeless continue to make the largest contribution to our foreign exchange 
earnings. 

1 do not propose to burden you, Sir, with a tiresome and familiar lisi'of tlie 


export industries* grievances. It is die responiilfility of each mdustiy, whether 
in the iradidoiial field or among those breaking new ground with thdt expor- 
t*. to aubmit a detailed and reasoned case to tlie appropriate Ministry. 

1 am more concerned with the basic weakness of a policy which 
concedes too little and too late. All too offen, measures of relief or support 
are fonheoming only after it i^cstablhhed beyend all doubt that we have lost 
round in our exports of ceritin products; and by the time such meisures 

become effective we have already lost subsiantad foreign 


I submit that H is possible to improve on this policy. inti!t n s»im's< 
markets do follow certain predklable pattern, and it should not be beyond 
our ingenuity to antKipate these trends rather than always lag behind them. 
But to be effccUvc, any such forward looking policy presumes close under¬ 
standing and mutual trust between government and industry. 


Such a change in govemmeni’s po% would yield rich dividends in a 
substantial and sustained growth in exports. It would also serve to regenerale 
industrial development. Admittedly there are risks in extending one's trust 
to anybody. Like all other sectors of the populaton, industry has its 
sheep. But a forward looking policy must place greater emphasis on 
raging positive growth than on checking abusea. After att, we do not with¬ 
hold full support to agriculture because some farmers hoard foodgiains in 
times of scarcity, nor do we abandon our democratic form of government 
because some politicians are self-seeking. 


The most effective means of dealing with transgressors might be to bold in 
reserve an adequate force of officials, freed from the frustrations of trying 
ineffectively to regulate every aspect of industry, who will be in a position 
first, to identify, thcjaetual offenders , ard then to ensure that (hey arc 
promptly punished." 


Morarji Desai Expects Improvement in Growth 


MR DESAI, in his reply to Mr Wagle's address, struck an optimistic note in 
regard to the expansion of the economy next year. He said : 

"1 am happy to have this opportunity once again to meet the members 
of the Associated Chambers of Commerce and Industry and to exchange 
views on problems of common concern to industry and government. Dur¬ 
ing the year that is now drawing to a close, we have overcome the grave 
difficulties resulting from two successive years of drought. Indian agricul¬ 
ture has taken a decisive turn towards higher productivity. There has been 
reasonable stability of prices and, for the time being at any rate, some freedom 
from the anxiety in regard to foreign exchange reserves which has become a 
part of our national life. Industrial production has shown some revival; 
and even the capital market is begimting to show some signs of life. 

But there remain many difficult problems if the process of recovery 
and revival is to be carried forward into a period of steady and sustained 
progress. Progress in agriculture will have to be maintained and indeed 
accelerated; and the opportunity of larger crops will have to be seired to 
build up the buffer stocks (hat are needed to ensure price stability, in spite 
of the vagaries of the monsoon that arc bound to renMin with os. We still 
need to ensure adequate supplies of commercial crops such as cotton and 
raw jute. We have a long way to go before we achieve reasonable and 
efficient utilisation of industrial capacity already created; and this has to be 
achieved along with at least moderate capacity expansion in priofity sectors. 
Exports have to be expanded and import substitution promoted as a matter 
of continuing necessity. The rate of savings and investment in the economy 
which has declined because of droughts needs to be raised to levels consistent 
with our desire to achieve adequate growth while reducing our dependence 


on foreign assistance. These are indeed formidable problems. They can¬ 
not be tackled unless there is n continuing dialogue between government, 
labour, industry and indeed all sections of our society. 'Diat Is why I wel¬ 
come occasions like this, on which we can discuss in a frank and yet friendly 

way the steps that each one of its should take to contribute to the common 
good. 

You have referred, Mr President, to the reasonable expectation that 
this year’s harvest will not he appreciably lower than last year's record. You 
have rightly pointed out (hat this shows that concerted action to provide 
farmers with the necessary inputs can largely overcome the vagaries of the 
weather. We cannot, however, become complacent because of the good out¬ 
put in two years. There are many problems still to be overcome. We 
have to ensure, for example, that the farmers get adequate supplies of credit. 
In many areas cooperatives can ensure this. In other anas, however, co-" 
operatives are not strong. We are proposing to set up corporations in some 
stales to provide the necessary finance. Commercial banks have on impor¬ 
tant role to play, both in mobilising deposits in rural areas and providing 
credit for inputs. The National Credit Council has advised banks to pay 
greater attention to these matters. It is not only a question of opening some 
branches in the rural areas. Tiw financing of the movement of agriculhiral 
inputs from the factories to the farmers calls for new twAnH uite of bankhy. 

1 am confident that our banks will be aUe, in cotmeration wiflj ud 
trade, to raw to the challenge. 

There are problems of mulliplyiAg and distributing the new Ugh yieMiag 
varieties on which we rely vary heavily for aricultural imptovemenL We 
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have to fiiie ipeedily the donnestic output of ferlilhen, so that we may supply 
these to the farinen without heavy imports which we And difticuU to 
There is the need to develop water resources in a coordinated way. We do 
not as yet have the full picture regarding our underground water resources 
and how they can most efficiently be utilised; and we shall have to devote 
more attention to this and related matters. 

In one sense, the very success of our elforts will produce new probleins 
to tackle. We are all agreed, for example, that the farmer has to be a&suied 
that he con get an adequate return from investment on the land. It is be¬ 
cause we wish to make entirely sure of this that procurement prices have been 
maintained at last year's high levels in spite of good crops for the second 
year in succession. But it would be wrong not to point out that as this policy 
succeeds, it raises difficult problems. Government has been incurring a 
substantial loss on the transactions in indigenous foodgrains os a result of 
keeping procurement prices high and the prices at which the foodgrains are 
issued to consumers compamtively low. We have been able to finance these 
losses because we have been making profits on the import and sale of foreign 
wheat. But as we reduce our dependence on imports—and it is clearty most 
essential that we should do so—this source of finance disappears. The choices 
are then to pay the farmers less, to charge consumers more or to subsidise 
at the expense of the general tax payer. The last alternative would clearly be 
detrimental to savings and investment. A balance will need to be struck, 
taking all the relevant considerations into account. 

I agree with you, Mr President, that the increase in agricultural output 
has meant larger incomes for the entire countryside. Agricultural labour 
must have benefited through more employment and higher wages. But 
at the same time we cannot ignore the legitimate demand foe greater equality. 
Nor can we fail to take cognisance of the fact that the higher rural incomes 
must necessarily provide a large part of the finance for farther investment 
needed in coming years. In part, the farmers thentselves will re-invest, not 
only in agricultural development, but also in processing activities and even in 
large-scale industry. This is all to the good. 

Mobilisation of Farm Incomes 

Farmers in some parts of the country are willing, for example, to purchase 
shares of fertiliser companies. The Planning Commission has advocated wide¬ 
spread issue of rural dehenlures in order to mobilise part of the increase in 
farm incomes for uses which will appeal to the farmers. But the farmers 
must also pay economic prices for the water and power that they buy. There 
is no way in which we can go forward with investments in major irrigation, 
if we actually incur losses, as is the case today. It will be necessary also to 
adjust power rates and improve efficiency so as to make electricity under¬ 
takings financially viable. The state governments may also find it desirable 
to tax the higher rural incomes whether through agricultural income tax or by¬ 
way of surcharges on land revenue, in order to make possible investments in 
various spheres that they look after. It is for each state to decide how far it 
will go in this diitction, in consultation with the Planning Commission. 
As far as the centre is concerned, we have told the states how much central 
assistance we can provide for the fourth Plan. In each slate, a balance has 
to be struck between the sire of the plan on the one hand and the extent of 
' additional resource mobilisation on the other. 

Excise duties and sales taxes on industrial products bought by the farmcis 
—whether inputs, or preferably consumer goods - provides a valuable source 
of finance for ihe'plan. But I can collect taxes only if you succeed in selling 
youi wares to the farmer. I w- s glad, therefore, Mr President, to hear that 
the Associated Chambers have undertaken some pilot studies in marketing 
in rural areas. I share your hope that your efforts will .stimulate individual 
companies and trade associations to undertake specialsed marketing sur¬ 


veys. In so doing, apart from adding to your sales and profits, you will also 
be servingme as honorary tax gatherers; and you may rest assured that your 
effbns will be amply rewarded—if not by leduciion in your own tax burden, 
at least by mote orders for your factories from the government. In mak¬ 
ing you this promise, I am of course having my eye on the larger taxes 1 will 
collect from you as you sell more to me. But I am sure you will agree that 
this is the only way in which you and the farmers and the country can maitdi 
forward together. 

The rise in agricultural productivity Iuls been considerably greater in the 
case of foodgrains than in commercial crops. This is in large part because 
new technologies have been devised primarily for foodgrains. But the need 
to raise productivity tn the case of commercial crops is equally great. The 
fortunes of our jute and cotton textile industries, two of our most important 
foreign exchange earners, depend heavily on supplies of raw jute and raw 
cotton. In terms of both quality and yield per acre, our performance is 
considerably below that of other countries. We need to devote considerably 
greater attention to the improvement of productivity in the growing of jute 
and cotton; and this is true also of oilseeds. In my last Budget, I provitted 
some tux concessions to encourage industry to help farnters in this r^rd. 
It is my Itopc that the industries concerned will devote sustained attention to 
this task. 

Revival In Industrial Activity 

There have been, as you have pointed out, welcome signs of a gradual 
improvement in industrial activity. Industrial production this year should 
be around S to 6 per cent higher than last year. As is to be expected, the 
expansion has been led by consumer goods and agricultural inputs. But 
there are welcome signs also of pick up in output of capital equipment of 
various kinds. I'hc production of trucks, for example, has gone up subs¬ 
tantially. As consumer demand expands further, we can expea a further 
revival of activity in the capital goods industries. We must remember in 
this context that some of these industries, for example, those making cement 
and sugar machinery, were relatively little aflected by the slowing down of 
industrial activity. I know that other industries and partieularly many in 
this part of the counir;, were seriously Bfieclcd. But in expanding orders 
for capital gn(id.s. we have to take care to sec that the new investment that 
wc undertake an: those that we really need. It will be necessary fur the indus¬ 
tries concerned to continue to pay the greatest possible attention to export 
onlers. I shall have sunicihing more to say regarding this later on in my 
speech. It is also desirable that these industries do everything possible to 
adjust output to meet the changing rcquiFcinents of their customers. 

As a Ksuli of the inipnived agricultural situation, the price level has 
on the whole been stable. Some fall in the prices of foodgrains has been off¬ 
set by the rise in the prices of commercial cni|is such as oilscvds and raw 
jute, and prices of manuracliircs have risen only very mixlerately. But 
wc have to he constantly on guard to ensure that price stability is maintained. 

I have refeircd already to the need to step up buffer slocks which will play 
an important |iart in making it possible for us to hold the price line. But 
all our economic policies have to be so designed to ensure that growth is 
accompanied by stability. The latest round of increase in dearness allowances 
for governmcnl servants refleas tlie effects of inflation in the past. I know 
that equally wage costs >uve gone up for industry. Such increases in prices, 
resulting in higher oisis and further price increases would only do the eco¬ 
nomy harm. If prices are to be stable, higlier incomes must be matched by 
improvement in efficiency. 

I agree that positive measures have an important rote to play in promoting 
industrial growth, particularly the growth of small industries. Similarly, 
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»'e lutvc to pay greater attention than m the paat to securing the regional 
dispet.-ial or industries, through provision of infrastructure and other facilities 
In the Icss developed ureas. It seems to me, however, that simultaneously we 
cannot overlook the problems of monopoly and the concentration of econo¬ 
mic power. Our industrial units may be small by world standards, but very 
often two or three of the largest units can dominate an industry. It is per¬ 
haps inevitable that the number of major industrial groups should be small; 
the fact leinains that ihrso control a sireuhle pan of industry. These are 
problems wbicli ail societies face. Tlic> arc peihaps specially acute in devc* 
loping ccononiic.s. It is necessary to devise and impicmeni policies which 
deal with these evils with tlic least damage to production. 'I'herc can be no 
simple answers. In m> judgement, legislation regarding monopolies, for 
csample, will play a useful role, it will at least dispel vague fears of mono¬ 
polies and euneentraiion by providing a proper machinery fur assessing actual 
trends and for (listinguishing the unvlcsirahlc fiom the necessary nr the advan¬ 
tageous. 

I inaugurated recently a scniinur in Uelhi on international investment, at 
which some of you may have liccn present. I was glad to note that Indian 
industry welcomes foreign investment and collaboration, and that our foreign 
friends tovrk note of tlie many opportunities that this country oflers. The 
government has, for its part, streamlined procedures for dealing with cases of 
foreign investment and collaboration. The industries in whicli wc spccitkally 
desire foreign investment have been listed. The (Hiblication of the masiimim 
rates of royalty that are acceptable should also help to cut out delays. 

Role of Foreign Investment 

As 1 said on that vKcasion, our welcome to foreign investment has neces¬ 
sarily to be selective. The foreign investment has to be fitted in with our 
development plans. Hut the expansions that wc visualise in key industrial 
sectors are so sizeable that the role for foreign investment will continue to 
remain large and signilicani. 

You have rightly stressed, Mr I'residcnt, the importance of rapid expan¬ 
sion in our export earnings. In this city of Taleutta, it is natural that our 
thought should turn in the fu^t place to tea and jute. Cim eminent has recent¬ 
ly adjust^ excise and export duties on tea, and has given linancial facilities 
for rc-planttpg, with a view to strengthening the tea industry, 1 hope that 
the industry, for il.s part, will go ahead vigorously with the re-planting pro- 
gtumine. It is also my hope that the international marketing arrangements 
for tea will be strcngtliened in order to avoid any undue weakness in tea 
prices. 

I know tliai at the present time the jute textile industry is facing ditliculiics 
on account of raw jute shortage, Governntent has been providing substantial 
amounts of foreign exchange for the import of raw jute. 1 am enntident that 
die industry will overcome its current problems, and will continue to be a 
major earner of foreign exchange for our country by taking advantage of the 
growing international demand for newer products such as car|>et-backing. 

'I he recent improvement in export earnings has been due in part to the 
substantial expansion of the c.xports of steel and engineering goods. I am 
glad that in your view, Mr President, industry fully realises the need to 
build up tong run export carniiigs. We have necessarily to rely on a substan¬ 
tial expansion of the export of the engineering industry to cam foreign ex¬ 
change that we need. Those industrial units which play an important part 
in the export drive will be given special consideration by government in 
matters of capacity expansion, impart of equipment and raw materials, and 
so on. The units with foreign collaboration are particularly well placed to 
undertake sircable export cITort and many of them have already done so. 


Tor the futme, it will be necessary for us not only to lequiK that exports 
should not be forbidden in collaboration agreements, but to give positive 
prefoence to the investment and collaborathm proposals which ate based on 
export of a substantia] part of output to other countries. 

Goverament will certainly do everything possible to remove any pro¬ 
cedural obstacles to exports. The procedures for grant of drawbacks an 
being streamlined. The ministries concerned will give prompt and sympa¬ 
thetic consideration to any difficulties of individual trades and industries in 
cunnection with exports. 

Wc have been able to raise industrial production while leducing imports. 
This indicates that wc have made signHicani progress in import sabstiintion. 
In the case of a number of projects, the proportion of equipment proposed 
to be procured indigenously is now substantially larger than was the case 
two or three years ago. We have to mainttin this progress. I should like 
to make it clear that when equipment of adequate quality is indigenously 
available, there is no question of allowing the import only in order to utilise 
assistance. At the same time, the local suppliers mnst charge reasonable 
prices; they cannot take advantage of the protection provided by import 
omtrul to exploit the user industries. 

Outlook for Foreign Assistince 

The outlook for foreign assistance is somewhat uncertain. U is my hope 
that other developed countries will follow the example of Canada and provide 
advance contiibutions to the International Development Association. This 
source of finance is of particular importance to us as it facilitates the import 
of essential components and raw materials on a global basis. We sliall con¬ 
tinue to keep in close touch with friendly countries and instiintions abroad in 
this regard. As fat a.s our own policies arc concerned, the lines of action 
are clear. Wc must seek to dispense with the food aid as soon as possible; 
and wc need to press forward vigorously with export promotiim and imprvt 
substitution. 

You will not expect me to speak at any length about taxation. I have 
already leferred to some problems with regard to mobilisation of the larger 
nirel incomes for purposes of development. I shall certainly give very care¬ 
ful consideration to the suggestions made by various experts and represen¬ 
tative bodies, including Associated Chambers. Government will continue 
to press forward vigorously with the improvement of tax administration and 
with measures to tackle evasion. As regards the level of direct taxes, it is 
argued that any relief can stimulate private savings and investment and so 
lead to higher tax receipts in later years. As you have however pointed out, 
the contribution made by the relatively well-to-do has to bear a fair relation 
to the indirect taxes paid even by the least affluent in our society. There is 
farther the need to ensure that public sector outlays can expand at a reason¬ 
able rate without recourse to inflationary financing. Private industry should 
not rely unduly on government orders; but on the other hand, the relation¬ 
ship between the level of government spending'and activity in the capital 
goods industries in the private sector is clear for all to see. I refereed earlier 
to the need to dispense with concessional imports of foodgraios; the reduction 
in such imports makes it all the more necessary for us to develop alternative 
sources of public finance. Increased self-reliance, whkdi is a most desirable 
development, has its implications also for internal resource mobilisation. 

The picture with regard to many of these matters will be presented to you 
fully in the fourth five-year Plan, which will be published early next year. 
It is my hope and expeclatirai that we shall see some improvement in the 
momentum of growth even next year, and thereafter build up to the higher 
rate of expansion of out economy that we would all like to see. Meanwhile, 
it is for associations like youn and for expert opinion in the country to explore 
dispassionately all avenues of orderly and sustained progeeas so that all the 
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«xperience and abilKy that we have hi the oxintry' ate brought la bear on 
official policy as On private endeavour,” 

Text of Rasolntloiis 

The Auocialed Chambers adopted unanimowdy the following rcaolu- 
Ilona: 

Indiatry 

While welcoming the more liberal altitudes that have characterised 
government's industrial policy during the last few years the Associated 
Obambers would emphasise the need for mote liberalisation and the adop* 
tloaoffflore positive measures of assistance if industry is to be enabled to 
snake its inaaimum contribution to the country's economic growth. 

In particular a special effort is needed to restore the fortunes of the large, 
traditional induslries- including cotton and jute textiles, tea, coal mining, 
vanaspali and sugar -which for many years have siiRcrcd from neglect while 
resources have been concentrated on the development of the newer tccbnulo* 
gies. The traditional industries are the biggest employers of labour in the 
country, tlicy account for more than 75 per cent of India's export earnings, 
yet the only time when they receive assistance from government is when 
they arc on the verge of collapse. This altitude must change. The tradi¬ 
tional industries are the back-bone of the Indian economy and it is therefore 
imperative that their decline should be arrested and that they should be 
restored to a degree of prdliiability which will enable them to fulfil the role 
they are uniqiwlv qualified to play in contributing to and increasing the 
national wealth. 

TaxatfaM 

For several years the Associated Chambers have oecn advocating a 
rationalised and stable tax structure which will provide industry with the 
incentives and the capital market with tlie stimulus necessary to revive the 
country's economy. With the recent upsurge in agricultural produc¬ 
tion, the time would now seem ripe for new fiscal initaitives designed to 
achieve this objective. The Chambers accordingly urge the acceptance, in 
principle, of the Bhooihafingam recommendations, in tlic confident belief that 
any temporary reduction in revenue receipts would he amply compensated 
by a rise in national savings, higher productivity and the resultant buoyancy 
in the revenues. In the implementation of the Bhoothalingam propasafi, 
it is important that: 

(/) taxes which hamper industrial development, sucli as (he taxation 
of intercorporate dividends, should be aholislied; 

(lY) industrial efficiency should not be penalised by the cimlinuance of 
existing measures such as the surtax on company profits, or the 
introduction of new levies; 

(iii) companies should be taxed uniformly and there should be an end 
to dwriminatory rates of tax, whether as between domestic and 
foreign companies or as between companies engaged in dilTenmt 
types of activity; and 

IV) existing limiuilions on admissible expenditure should be reviewed 
and there should be no further curbs on expenditure hitherto con¬ 
sidered as normal business oipcnditure. 

Traatport Ptaniilag 

Notwilhstanding the great expenditure of money and effort in recent 
years, the national (nnsport system suffers from grave deficiencies which 
limit Ihespecd at which the economy can grow. The Associated Chambers 
thciefoie recommaid that a majort effort should be mounted to renovate 
and Improve ail forms of transport, and with i^ard to the three main arterbi 
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in the system, they consider that action should he undertaken on the 
following lines: 

Parts : The fhciliiies provided at the country's major ports are inade¬ 
quate to meet the demands placed upon them, which capsei 
serious delays to shipping and is detrimental to the interests of 
importers and exporters; their inadequacy adds to import 
and export costs, which adversely affects the entire internal 
economy, Apart fron^thc removal of physical defects which 
have been studied and imestigated by a number of expert 
bodies during tlie last decade with litUe or no coiKrete result, 
much scope for improvement lies in the more efficient utiltaa- 
tion of the facilities provided, inadequate though they may be, 
and in the modernisation of port management. 

SaUways: Although there may now be an overall .sufficiency of rail¬ 
way rolling slock which has justified a slow-down in railway 
expansion, iiic fact remains that serious wagon slioriagcs still 
occur with disappointing fa-quency. This is evidence of a 
need for ilic doubling of track facilities in selected areas and for 
considerably improved planning and opcialiiHiai control. 

Roads ; Many roads arc in poor and indeed dctcrioniting condition, 
causing heavy and unnecessary ■ wear and tear and costly 
maintenance of vehicles. Impnwed road maintenance is essen¬ 
tial for better freight carrying services. A determined and 
adequate campaigfffor the expansion of trunk and secondary 
roads must be implemented to meet the needs of rural mafkets 
and artificial obstacles to inter-slate road transport must be 
removed. Road building must be accepted as an essential 
feature of economic devclupment and adequate funds provided 
in ihc^fuurth Plan. 

Finally, since modern transport techniques such as palletisation and 
containerisation ncccssitaU; Ihe'easy transferability of traffic between different 
forms of transport, it is important that there should be centralised planning 
and close co-ordination in the development of the entire transport network, 
including the planning of airports and approach roads thcrato. 

Rural Marketing 

The shift in national income fium the urban to die rural sector and the 
net increase in income arising from greater agricultural ptoduction calls 
for a major marketing effort designed to bring a sufficiency of consumer 
goods within reach of tlic rural population. Only thus can the inflationary 
threat of this new purchasing (lower be met and ihe same time a desire 
for improved living standards be created which will serve as a spur to 
greater production. The Associated Chambers tliercfore consider that 
economic policy should be increasingly umrket-oricnlcd, and in particular 
tlicy would urge support fur the following : 

<l) The basic need to augment the supply of manufactured consumer 
goods by encouraging the growth of consumer goods industries; 

(it) Recognition of the importam.e of the market function and increas¬ 
ed investment in the development of seiemilic marketing techni¬ 
ques; 

(i/7) Avoidance of restraints which wouU interfere with the ability 
of large-scale industry to supply die market with high-volume, 
low-cost consumer goods; ami 

(iv) As a corefiary of the above, the removal of the resliictions im¬ 
posed on marketing by foreign controlled companies under 
Section ISA of the Foreign F.xchanigj Regulation Act. 

Power Supplies and Tariffs 

With the resumption of industrial growth a substantial increase can be 
expected in the demand for electric power. It is important that generating 
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and dMtribuiing capacity should keep ahead of thia demand and that reatonal 
imbalances should be eliminated as far as possibte by inuynittlit the power 
systems of neighbouring states with a view to the establishment of regional 
grids and ultimately of a national grid. It is equally essential that electri¬ 
city authorities should guarantee the quality of the power thi^' supply and 
should avoid the voltage fluctuations, unnolifled closures and abrupt 
breakdowns which have increasingly interferred with industrial production. 
Voltage fluctuations have been particularly serious because of the damage 
they cau-se to industrial plant. 

The flnancing of this development and rc-organisation needs long term 
planning. To attempt to finance it entirely out of current revenue is not 
only wrong in principle but would also impose a crippling burden on consum¬ 
ers who arc already fceliiw the strain of fiequeni upward revisions of the tarilT 
structure and of consequential increases in the duties levied by state govern¬ 
ments. It is atito basically wrong that higher rates should be charged to 
industrial consumers in order that concessional rates may be allowed to other 
users, such as rural consumers and favoured public sector undertakings. 
In the view of the Associated Chambers any subsidy to a particular class of 
consumers sliould be borne by the stales, who should likewise meet the capi¬ 
tal cost of the expansion programmes necessary if economic growth is not 
to be impeded by regional shortages and inferior quality of power. 

Labour and Praduettvity 

In the opinion of the Associated Chambers there is need for a massive 
effort by onpluycrs os well as by government to improve labour's awareness 
of the essential part that it must play in promoting industrial efficiency and 
growth. After all, the workers are the principal bcneficmrics from improve¬ 
ments in productivity and it is the larger notional interest that suffers dis¬ 
proportionate damage from ill-judged industrial action at the unit level. In 
seeking the co-operation of labour in the task of economic betterment that 
lies ahead, tlie Chambers would especially urge that; 

U) mdustfial efficiency and expansion are u pre-requisite for social 
advancement, and working conditions txinnot be improved or re¬ 
muneration increased unless the capacity to pay is first created; 

(i7) tite linkage between dearness allowance and the cost of living 
* index is a self-defeating form of remuneration which pushes up in¬ 
dustrial costs is inflationary and thus fails to protect the workers’ 

. real earnings, it should be replaced by a wage structure in whidi 
financial reward is directly related to productivity; 

(///) higher productivity being the overriding objective of government, 
employers and workers, it is in the workers' interests to be co¬ 
operative in introducing productivity schemes and to refrain from 
opposing measures of rationalisation or automation which are 
designed to improve efficiency and increase prosperity, thus ulti¬ 
mately expanding employment potential; and 

(iV) industry cannot function cfficicnily unless there is whole-hearted 
cooiKratiun between management and labour. This places an 
obligation on management to improve communications with 
labour and on the workers to eschew violence and coercion and 
to base negotiations on constitutional forms of consultation on 
the principle of collective bargaining. 

Sclf-ReUaace la Technology 

While appreciating the great benefits of aid received from friendly coun¬ 
tries and tile necessity for India to keep abreast of modem technology, the 
Associated Chambers consider that for the promotion of a self-sustained 
economy there is need forgreatcr concentration on the derelopment of self¬ 


reliance in technology. They therefore feel Aat before aoceptiog foie^ aW 
or importing foreign technologies and equipment it is necessary ; 

<0 to check that aid-giving countries are immediately able to supply 
the required materials or equipment not indigenously available in 
India: 

(//) to ensure that aid is not used for imports which are likely to disrupt 
the business of local manufacturers or retard die development of 
indigenous manufacturing capacity; and 

(///) to restrict the purchase of foreign technologies and cepihd equip¬ 
ment to items which are not available locally or which arc necessary 
to keep indigenous technology up-to-date. 

It would be wrong, however, to seek to achieve these otyecte by setting up 
a single centralised agency for the purchase of foreign technology, and it is 
imporunt that all channels for the import of know-how should remain open. 
Moreover, the greater dnerimination which the Chambers advocate does not 
imply that there should be any relaxation of the effort to attract foreign capi¬ 
tal investments, for such investment is valuable in supplementing scarce local 
resources and also has the great merit of involving no repayment liabilities 
until projects have gone into production and are adding to the national 
wealth. 

Rfsourccs (hr the Foaith Plan 

If the fourth Plan is to be successful, it is imperative that it should be 
resourec-based rather than need-based. The Plan must be designed to fit the 
available resources; and in the planning and allocation of resources, it is im¬ 
portant that: 

(/) subject to tHc discipline of market forces, industry should be left 
free to adopt realistic pricing policies and to achieve a degree of 
profitability which wUI generate earnings sufficKni to finance deve¬ 
lopment and expansion; 

(it) every effort should be mode to tap the increasing wealth of the 
rural community; one means towards this end being the progres¬ 
sive withdrawal of subsidies on agricultural inputs as and when 
there is eviderree that farmers possess the resourees to purchase 
such inputs without assistance; 

WO in order that private savings may make their full contribution to 
economic development, a favourable climate needs to be created 
not only by tax incentives and a reduction in the m^nal rate of 
direct taxes on a selective basis but also by keeping inflationary 
forces in check. White the Associated Chambers recognise that, 
in the prevailing cireumsUtnees, substantial tax reliefs may be 
difficult to achieve in the immediate future, (hey nevertheless believe 
that an offlclal declaration to reduce taxes at a suitable future 
date, porticulBrly in the corporate sector, would act as a major 
psychological incentive in encouraging savings; 

(fr) as a means of reducing the gap between resourees and needs, vign- 
ous efforts should be made to contain government expenditure 
and to obtain full value for moncyr spent, by the use of conventional 
as well as modern techniques such as cost benefit analysis; and 

(r) in order to make (he best use of scaroe icaotmies, mvestments 
should be undertaken solely on the basis of merit, in the sense 
that finance should be channelled only into projects which give an 
assurance of yielding a satiafactory return in the reasonably near 
future. While the need to achieve a commercial profit in order 
to service invested capital would tend to be an autanatic corrective 
in the private sector, this criterion is of particular impoitanee in 
the case of the public sector. 
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Iran 

THE NATION has been host to Their Xinjieria 

Aryamehr and the Empi-ess of Iran. This has twen moiti Hial) 

moniai visit by a Head of State. The Shah had visiU^ 

and he has come here again specifically to contribute towards Jttakbtf 

Indo-Iranian relations more meaningful and purj^seful. ‘Thare has 

naturally been talk on this occasion of the traditional cultural ties 

between the two countries. Even more emphatically present in our 

thoughts has been the new significance which an ancient friendship ia 

beginning to acquire in the contemporary terms of mutual'econondd7 

benefit. 

The Shah’s visit has come about against a background of efforts 
made both m Teheran and New Delhi to explore opportunities of 
co-operation in trade and collaboration in economic development on 
truly dynamic lines. In ^paiticular, great importance is being attached 
to piospects of fruitful awociation with respect to the petroleum and 
fertilizer industries. It is, therefore, natural that the Shah's presence 
in our country and the talks he has held here should be expected to 
impait both urgency and concreteness to the various projects of Indo- 
Iranian partnciship in trade or industry which may now be in cUIferent 
stages of processing or projection. That increased and intensified effort 
in this area would be worth the while of both countries is a reasonable 
assumption. 

Already, the National Iranian Oil Company is participating in the 
establishment of an oil refinery in Madras, while the Oil and Natural 
Gas Commission of the Government oi India has partnered IMINOCO 
(Iran) in the exploration of offshore oil in the Persian Gulf. Many 
private enterpiises in India have shown an inteicst in setting up jomt 
ventures in Iran. One such project, which has been licensed by our 
government, aims at producing automobile and t>actor components and 
spare parts. There are also Indian projects or proposals for starting 
plants in Iran for steel rolling, soda ash, sewing machines, diesel pumps 
and engines. A scheme of moiv than ordinal y proportions which may 
involve Iranian participation is the Tata proposal for a fertilizer complex 
at Mithapur. Thanks to its mineral oil resources, Iran is very favourably 
situated indeed to be associated with our progiammes for fertilizer and 
petiocheimcal industries. The prompt setting up of a joint ministerial 
committee to take decisions on oillaboration between the two countries 
in the technical, industrial and commercial spheres is welcome evidence 
of the earnestness with which the two governments concerned are 
addressing themselves to the economic aspects of the Shah’s visit. A 
breakthrough in these areas of co-operation may weil lelease new energies 
and influences which may transform Indo-Iranian trade which is at 
present talhei meagre in volume as well as in range. The major pai-t 
of India’s imports from Iran will have to be minoial oil or its products. 
Nevertheless, there must be some scope here for diversification. The 
possibilities lelating to Iran’s imports from our country are perhaps 
more numerous. There is surely much that our track promotional 
measures can do to establish and cultivate a market in Iran fot the 
widening range of our manufactures. 

The political aspects of the Shah’s visit arc, of course, too obvious 
to be overlooked. There is no denying the fact that the political iclations 
between the two countries would bear improvement. The Government 
of Iran has been disposed to incline tnward.s Pakistan in the latter’s 
disputes or arguments with our country. It would be only too easy 
for our people to entertain a grievance against Iran on this score, but 
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this would be unwise because it would be .profitless. 
It we find Iranian attitudes difficult, surely we should 
accept them as a challenge to our diplomacy and work 
to change them to our advantage. It is also to be borne 
in mind that our own foreign policy attitudes or 
manoeuvres in the region where Iran's vital security 
intejosts lie have not always been intelligent or well- 
informed. In dealing with the conflicts and tensions 
of West Asia, our foreign policy has not always cared 
sufficiently to keep its options open. Our general 
formula of “peaceful co-existance’’ has frequently 
proved to be vague and indeterminate in its application 
to the delicate realities of this troubled part of the 
world. 

Fortunately, there seems to be a clearer conception 
in New Delhi now of the problems of security, both 
external and internal, which states, such as Iran, have 
to reckon with. The Shah’s own impressive record in 
combating forces and factions of di^ffection or dis¬ 
order within his own country is now being increasingly 
appieciated in our country and simultaneously there 
is genuine respect and admiration among Indian ob¬ 
servers of Iran for the dedication and enlightened 
statesmanship with which the Shah is applying himself 


and his government to the building of a modem and 
progressive community of his people, with rising 
standards of material wellbeing and freedom of social 
intercourse. * 

The government and the people of our cjuntry, 
again, cannot be insensitive to the implications of the 
Shah's present visit which has obviously been under¬ 
taken with the deliberate purpose of strengthening the 
old bridges and building new ones between Iran and 
India. Earlier our Piesident, Dr Zakir Husain, and the 
Deputy Prime Minister, Mr Morarji Desai, had carried 
to Iran a message of goodwill from the people of this 
land and in the last few months, the Iranian Embassy 
here had been sparing no effort to promote doser con¬ 
tacts between the two countries. The present Ambassador 
of Iran in India, who has only recently joined his post, 
has had to undertake strenuous responsibilities in con¬ 
nection with the Shah’s visit and ii is yet nnnttinr 
expression of the importance which the Government 
of Iran apparently attaches to the emerging new phaap 
in Indo-Iranian relations that the Shah’s visit has been 
so admirably planned and organised. The new year 
has begun well in a significant area of our external 
relations. 


A Sigh of Relief 


IN THE closing weeks of last year, cheerful news 
regarding increased foreign assistance from friendly 
countries enlivened the foreign exchange situation to 
some extent. Estimates at the beginning of the current 
fiscal year had indicated that this country would need 
about $900-1,000 million (Rs 875-750 crores) by way of 
non-commltted aid in order to keep up the tempo of 
the economy and especially to utilise the extended 
capacity in different industries but during the first 
eight months total such aid received from the 
members of the Aid India Consortium was no more 
than $300 million. The shortfall being large, curtail¬ 
ment in imports on a large scale was widely feared. 
The US non-project aid equivalent to $194 million 
(taking the total obtained from the Consortium to 
about $500 milUon), the Be^ian loan for £1 million and 
the West German credit to assist our shipping industry 
—agreements for which were signed in December— 
have bridged the gap somewhat and have raised hopes 
that important industries at least would not be starved 
of raw materials because of the paucity of foreign 
exchange. 

The United States Agency for International Deve¬ 
lopment (USAID) signed three agreements with the 
Ministiy of Finance in December, according to 
which loans equivalent to $398 million (Rs 298.5 crores) 
were made available to this country. A loan of $194 
million (Rs 145.50 crores) was sanctioned so as to cover 
imports of a number of our requirements in industry 
and agriculture. This loan is expected to be shared 
equally between agriculture and industry. The agri¬ 
cultural supplies will include fertilizers, pesticides, raw 
materials for the fertilizer and pesticide industries, 
tractors and tubewell drilling tigs. What is significant 
is that this loan is likely to finance, in association with 


the earlier US loans, about half of our total imports 
of fertilizers in 1969. The industrial imports will cover 
raw materials for the chemical, pharmaceutical, paper, 
engineering and other industries, including g pc/'iai 
steels, lubricating oils, spare parts and components. 
The total non-project aid made available to this country 
so far by the USA is roughly two-thirds of what was 
received last year. 

The second loan from the USA, which is much 
smaller in size, at $37 million (Rs 27.75 crores) is 
expected to finance the expansion of the Trombay 
fertilizer plant from 135,000 tonnes of fertilizer nutri¬ 
ents to more than 500,000 tonnes a year. The expansion 
of this plant will be completed by 1972. The third loan 
equivalent to $197 million would ensure import or 2.3 
million tonnes of wheat and sizable quantities of tallow, 
tobacco and non-fat dry milk. In the case of the Be]g.an 
loan, nearly 58 per cent is to be spent on Imports from 
that country, the remaining 42 per cent being non- 
committed. 

Almost simultaneously with the signing of the 
above agreements has come the Bonn government’s 
agreement to provide a credit of Rs 60 crores for build¬ 
ing our merchant fleet whose immediate target is to 
double its gross toimage by 1972 and to transport half 
of this country’s exports by its own vessels. Out •! 
a loan of DM 300 million (Rs 56 crores) envisaged by 
the West German government for the next three years,, 
a sum of Rs 18 crores is likely to be provided in the 
current fiscal year. The credit will be used for financ¬ 
ing construction of new vessels by our shipping 
companies at West (Serman shipyards. The terms of 
these credits are highly favourable. One-third of the 
credit will be in the form of capital aid, involving, 
repayment in 25 years with seven years' grace period 
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and the rate of interest not more than three per cent. 
The remaining twn-thirds of the credit will be for 
10 years and the rate of interest will be no more than 
six per cent per annum. As against these terms of the 
We^ German loans, those of the US loans are much 
softer. The Belgian loan is for 25 years with a grace 
period of seven years; the rate of interest is three 
per cent. 

While these loans a:e not expected to cover com¬ 
pletely the foreign exchange gap but, in the absence 
of these loans, the foreign exchange position was rathci 
difficult and the anticipated revival in industry (there 
was a lise of about six per cent in production in 1968 
over 1967) would have been hampered. The trade gap. 
according to figures up to October, 1968. has been 
sharply declining in relation to that of last year due 
both to a rising trend in exports and reduced imports. 
If this trend continues, there is a possibility of the 
trade deficit this year being significantly lower than 
last year. 

The prospects of our leceiving a loan of $125 million 
from the International Development Association (IDA) 
have improved in recent weeks, especially after the 
visit to this country of Mr Robeit S. McNamara, Presi¬ 
dent of the World Bank and IDA. It may be recalled 
that the executive directors of the IDA had suggested 
early in 1968 that the economically advanced countries 
should agree to a second replenishment of IDA's 
resources at the rate of $400 million annually for three 


years. No less than eight countries, indtilfiiiiin^afeam 
the United Kingdom, West Oemuuiy, tbe 
Sweden, Italy and Denmark have agreed to augatti^ 
the resources of IDA without waiting for the USA. 
Five of these countries—Canada, Denmaik, Finland, the 
Netherlands and Sweden—have ag. eed to nudte available 
to IDA $17.52 million in supplementary contributims 
in addition to $133.68 million as their share to the 
second general replenishment. Norway has also agreed 
to make a supplementary contribution of $1.32 million, 
over and above its contribution of $10.68 million for 
the second general replenishment. These countries 
have, thus, gone beyond their originally announced 
contributions to IDA for the second roplenishment. 
As we go to press news has been received that the 
financial protocol on aid to this country am >unting to 
185 million francs fur the purchase of French goods 
and services was sign'>d in Paiis on January 4, 1969. 

Now it can be reasonably expected that the paucity 
of i-aw materials In essential industries will not be a 
reason for slowing down their production in the current 
year. The recent encouraging trend in exports, reduced 
impoits of foodgrains, the timely reopipt of non-project 
aid (though not at the anticipated scale), the prospects 
of early receipt of at lea.st $125 million from IDA 
(subsidiary of the World Bank), rescheduling of debt 
repayments up to $100 million and the utilisation of the 
non-projict aid in the pipeline are all expected to 
remove uncertainties to some extent—if not completely 
--in regard to the foreign exchange position. 


The Skachkov Mission 


THE DEEP concern expressed by the Skachkov mission 
recently over the bleak prospects of orders for the 
throe majui Soviet-assisted projects—the Heavy Engi¬ 
neering Plant at Ranchi, the Mining and Machinery 
Project at Durgapur and Bharat Heavy Electricals, 
Hard war—is understandable. Lack of orders will not 
only delay the ivaching of the break-even points of 
these projects but may also damage the Russian prestige 
which had soared high after the successful working of 
the Bhilai steelworks a few years ago. .The grievance 
repotted to have been expressed by Mr Skachkov that 
certain central miriistries are discriminating against 
the public sector units for the benefit of the private 
sector, however, seems to be an essentially subjective 
feeling and it may be added that complaints of unfair 
treatment have also been heard from the private sector. 

In any case, the travails of the three Russian-aided 
projects have not surely originated from any discrimi¬ 
nation by central ministries in booking orders with 
them. With a view to pushing the development of the 
public sector in our economy at an accelerated pace, 
the demand estimates of various products were pitched 
high in the second and third Plans. For instance, it was 
assumed that by the end of the third Plan i.e., by 
1965-66, we would be requiring nearly 100 million tonnes 
of coal annually. The demand for steel was anticipated 
at as much as 14 million tonnes for 1970-71 and at 
nearly 20 million tonnes by 1975-76. The requirements of 


power wei-e expected to multiply at a fast rate, the 
anticipation being that the installed powei generation 
capacity would have to be raised to 35 million kW 
by 1976-76, almost equally divided into thermal and 
hydro power. It was to meet these high-pitched 
demands that the above three specialised projects were 
conceived. The Ranchi plant was designed to produce 
annually equipment for a million-tonne steelworks. 
The Duigapur project was envisaged to pnidoce 45.000 
tonnes of mining machinery (primarily for coal) per 
annum. The capacity to manufacture power equipment 
was proposed to be raised to 5.2 million kW a year. 

May be due to adverse turn of events after 1960-61 
—the Chinese aggi-ession in 1962, the conflict with 
Pakistan in 1965 and the witliholding of aid by several 
western countries after this, the two severe droughts 
in 1965-66 and 1966-67 and the industrial rocession fol¬ 
lowing these droughts—the demand in these three kty 
sectois has lagged vei-y much behind expectations. If 
the pi'‘'sp<‘cts of orders for the three plants, therefore, 
aie not promising, there is nothing surprising in it. On 
cunent indications, the Ranchi plant will run out of 
orders by 1971 if a decision is not taken expeditiously 
to expand the Bokaro steelworks from 1.7 million tonnes 
to four million tonnes: this plant is presently engaged 
in manufacturing equipment foi- Bokaro’s 1.7 million- 
tonne stage. After the present orders aie executed, the 
prompt processing of Bokaro’s expansion will provide 
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work for the Ranchi inroject till about 1973. The out¬ 
look for the Durgapur plant is even worse. It may 
run out of orders even in 1970. As regards ^ Hardwar 
project, which is to be commissioned this year, clouds 
have already gathered over it, thanks to the stagnation 
of the demand for thermal power equipment. There 
are now on the order book six lOU mW turbosets (three 
each for Badarpur and Obra thermal stations) and 
nearly 20 hydrosets ranging in size from 5 mW to 110 
mW for 10 hydro stations in different parts of the 
country; this may see this unit through up to 1971. 

Although the target fixed a few days ago for the 
public sector outlay during the five years to 1973-74 
suggests that efforts are fo be made towaids a fairly 
ambitious fourth Plan, how far this will help in utilising 
fully the-capacity of the Ranchi, Durgapur and Hardwar 
projects remains to be seen. The sectoral dimensions 
of the foui-th Plan programmes are expected to be 
finalised this month. A clear picture, therefore, may 
emerge only after this. * Indications now available 
suggest that the steel programme will aim only at the 
expansion of Bukaro. Some provision for preliminary 
work on the expansion of the other existing steelworks 
or on setting up a new steel plant may perhaps be 
made. The coal target is likely to be fixed around 
95 million tonnes. The addition to the power gene¬ 
ration capacity may not be more than 12.5 million kW, 
of which a major portion will come from the power 
projects already under unplementation. 

This should suggest thV it would be too much to 
assume that adequate work will emanate from the 
fourth Plan to feed the Ranchi, Durgapur and Hardwar 
projects. So other ways and means will have to be 
found to tackle the problem of underutilisation of their 
capacity. The two obvious ways are the diversification of 
the product patterns of these projects and the explo¬ 
ration of export possibilities. To some extent, diversi¬ 
fication has already been attempted, especially in the 
Durgapur plant which is now producing equipment for 
iron ore mining and ports besides catering to the limited 
demand for the coal industry. But this is not considered 

Commercial Banks 

JUDGING FROM the discussions at the Seminar on 
Financing of Agriculture by Commercial Banks that 
took place recently in Bombay, it seems that the co¬ 
operative banks, Agiicultural Refinance Corporation 
and the commercial banks have failed to meet fully 
the requirements of agricultural finance. The field 
to be covered is indeed vast. Only two instances, one 
mentioned by Mr L. K. Jha, Governor of the Reserve 
Bank of India, in the course of his inaugural address, 
and the other referred to by Mr B. Sivaraman in his 
address to the seminar on the opening day, should 
suffice to illustrate this. 

As Mr Jha observed, modernisation of agriculture 
requires massive financial assistance. For, increased 
cash outlays are needed for agricultural inputs such 
as fei’tilisers and pesticides. The Venkatappiah Com¬ 
mittee has envisaged that, by 1973-74, credit require¬ 
ments for fertilisers alone would be of the order of 
Rs 650 crores. But this is not all A demand fot 


sufficient for providing .enough work for the project 
The diversification in the pro&uct pattern of Randii 
and Hardwar project is said to require substantial 
additional equipment The Skachkov mission has 
assured assistance in this regard. There are, however, 
misgivings about the prices the Soviet Union may 
charge for the additional equipment. The proposition, 
nevertheless, needs to be pursued vigorously. 

As regards exports of the products of the three 
plants, the assistance promised by Mr Skachkov is 
welcome. The Soviet Union is expected to take some 
equipment manufactured by these plants. More whole¬ 
some results should follow if the assurance about help 
for exports to third countries is implemented generously. 
This is because we already have a very favourable 
trade balance with the Soviet Union. Exports to this 
country can be stepped up in a large measure only if 
we arc able to import more from there. After a rapid 
expansion of our engineering industiy in the past few 
years, our trade with the Soviet Union has to undergo 
a substantial readjustment. As has been evident in 
the past two years, our requirements of conventional 
machinery and equipment which we used to get from 
the USSR have gone down considerably. On the other 
hand, our needs for sophisticated equipment and indus¬ 
trial raw mateiials are growing fast. How far the 
Soviet Union will be able to supply us these goods at 
competitive prices remains to be seen. 

As any large-scale readjustment in the composi¬ 
tion of our trade with the Soviet Union will necessitate 
the co-ordination of manufacturing programmes in the 
two countries to some extent, the exploration of pros¬ 
pects of exports to third countries, especially of Africa, 
West Asia and south-east Asia, should yield quicker 
results. The Soviet Union has promised to a.ssist us 
in undertaking turn-key jobs abroad. But since exports 
of the products of Ranchi, Durgapur and Hardwar 
projects may have to be for a period much longer than 
envisaged at present, the development of consultancy 
services locally has to be fostered energetically. 


fertilisers of this order underlines, in its turn, the need 
for a more efficient and widely dispersed distribution 
machinery, and that means the credit requirements for 
distributive trade would also grow correspondingly. 
Then there are the minor irrigation schemes and these 
too will necessitate finance. The resulting spurt in 
agricultural output will create further demand for 
credit fur marketing, processing and storage with the 
result that the credit gap promises to go on widening 
indefinitely, thanks to the 'green revolution’. 

Mr Sivaraman referred to the almost Incredible 
developments taking place in the Kosi area which, by 
the way, the President of the World Bank, Mr McNamara 
visited last November. In 1964-65, according to him, 
only 1,549 tonnes of fertilisers were utilised in the Kosi 
command area, whereas, in 1968-69, the utilisation went 
up to 40,000 toxmes, and, by 1973-74, this is expected 
to reach as much as 100,000 tonnes! Even so, we are 


to Assist Agriculture 
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told, the supply would fall short of the optimum dosage 
required for the intensive high-yielding varieties pro¬ 
gramme. For the fertiliser needed in 1973-74, the 
credit requirement has been estimated at Rs 10 crores 
per annum. Mr Sivaraman has also roughly worked 
out what fertilisers and other inputs and their distri¬ 
bution would entail, which may be briefly summarised 
as follows: 


t. Fbr fertilisers and for 
' storing grains in transit 

2. For roads of vailous 
types to link the mar¬ 
kets with national highways 

3, Tubewell programme 


=Rs 5 crores 
(capital investment) 
=Rs 22 crores 

(to be financed by 
the state govt.) 
=Rs 8 crores 
(to be financed by ARC) 


4. Improvement of the 
drainage 

5. Cost of electi'ical grid 
for connecting 18,00n 
tube wells 

Total. 


=Rs 10 crores 


=Rs 10 crores 
Rs 55 crores 


As a result of this investment, the proiftction in 
the area is expected to go up, by 1973-74. by 2.2 million 
tonnes, as against an additional output of 3,000 tonnes 
in 1964-65 compared tc* the previous year (1963-64). The 
additional income would be of the order of Rs 140 crores. 

, With this va.st demand from just two districts in 
the country, Mr Sivaraman was certainly justified in 
remarking that "all talk of credit to the non-credil- 
worthy and support of small fai-mers becomes mere 
academic exercises.” But he went on to ask: "Can 
the banking system tackle this vast problem before 
it?*’ The more pei-tment poser would properly have 
been: "Can the country tackle it?” And that remains 
to be seen. Meanwhile, the country’s major banks, 
which had all along been deliberately kept out of the 
agricultural credit sphere—a close preserve of the 
co-<iperatives—have demonstrated that, given the green 
.signal, scope and facilities, they can be depended uprn 
"to i-einforce and sustain the green revolution which 
has taken place in agriculture", as the Reserv*? Bank 
Governor wants. Over the 12 months ending June, 
1969, as was disclosed at the seminar by Mr B. N. 
Adarkar, Deputy Governor of the Reserve Bank, the 
20 major commercial banks, with whom the National 
Credit Council (NCC) has had discussions, expect to 
increase their credit to farmers and also for financing 
agricultural inputs'by Rs 51 crores as against the NCC’s 
target of Rs 35-40 crores for all banks, and this too 
over and above their loans to plantations, subscriptions 
to Land Mortgage Debentures and loans for marketing 
of crops. Now that the co-operative intcre.sts have 
categorically conceded that the task is beyond them— 
and Mr Saraiya did so when he stated that the co-ope¬ 
ratives can meet only 25 per cent of the agricultural 
finance heeded and that they have neither the man¬ 
power nor the material resources to do more—and the 
Reserve Bank itself desires that commercial banks 
should come forward to fill the gap, what remains to be 
done is to ensure that there is no overlapping or competi¬ 


tion between these two agencies in providing credit to 
the same party but co-ordination and complete under¬ 
standing so as to ensure that no deserving or promising 
case goes by default only on account of credit. In order 
to ensure this a frank exchange of mutual experience 
not only between the co-operatives and the commer¬ 
cial banks, but among all the concerned parties, 
including the government (both central and states), 
the Planning Commission, agriculturists and dealers in 
agricultural inputs, is imperative and the three-day 
seminar sponsored by the Reserve Bank had precisely 
such an objective—to provide a forum for an exchange 
of views and ideas and for pooling their experience in 
regal'd to financing of agriculture. 

Nobody expected that the seminar would produce 
decisions on which immediate action could be taken, 
but, as hoped for by Mr Adarkar, it did help in identi¬ 
fying matters calling for aation by different agencies 
and also those that require further expert study. For 
instance, the seminar agreed that energetic and 
co-ordinated action is needed by both.commercial banks 
and co-operative lending agencies to meet the large 
credit gap in the agricultural sector following the 
breakthrough that is now in process. While functioning 
in a manner as would sti'cngthcn rather than weaken 
the co-operatives—a fear incessantly haunting them— 
commercial banks were asked to adopt a selective area 
and/or a project approaclk More particularly they 
were asked, in the initial stages, to consider financing 
the large credit demands likely to arise in the high- 
yielding varieties programmes or the intensive agri¬ 
cultural development programmes (those alluded to by 
Mr Sivaraman, for example) and a certain amf)unt of 
inter-financing, i.e., deploying commercial bank funds 
through co-operative agencies. Does the latter mean 
that co-operative agencies have come to the tether end 
of their rosources and that they are in no position to 
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raise resources on their own from rural sources, Or 
does it suggest that the co>operatives canndt continue 
any longer to depend, at any rate to the same extent 
as before, on government grants, loans and subsidies? 
Whatever may be the case, inter-financing would 
presuppose a close and complete co-ordination between 
commercial and co-operative banks so as to i-educe to 
the minimum unproductive and bad debts. For 
instance, a follow-up agency is a must to ensure that 
the credit given is utilised in full and for the specific 
purpose fur which it is intended. The i-epoits of the 
Public Accounts Committee on the working of co-ope¬ 
ratives in different parts of the country do not seem 
to bear out that either of these or, in some cases, both 
can be taken fur granted. 

Another consensus at the seminar was that agri¬ 
cultural finance today must be package finance, that 
is, it should be available to cover the entire cycle of 
farm operations. Just as & physician has to treat the 
whole man, as Mr Saraiya put it, commercial banks 
have to become the Mayo Clinics of farmers. This 
would mean not only a vast network of rural branches 
but also an army of trained and experienced staff with 
the requisite frame of mind. Hence the suggestion, 
which must be welcome, to draw on the services offered 
by the various agricultural universities, Ford Foun¬ 
dation authorities and similar other bodies. 

The seminar, it must be noted, did not forget t 
stress the problem of fostei^ the savings of the rural 
sector. Reports have it, for example, that the Punjab 
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farmers made around Rs 200 *cr 9 res from their last 
wheat harvest, but how much of it has gone into savings^ 
more particularly into the banking sector, is anybody’s 
gue^. However, vigorous efforts are afoot by comr 
mercial banks to mop up these savings. One leading 
bank alone has a programme of opening as many as. 
100 branches in the next few years. The suggestion 
made at the seminar that it would be useful to devise 
a link between the borrowing facilities extended and 
deposits should be helpful to banks. 

Finrily—and this is a very impoitant finding of 
the seminar—much depends upon what state govern¬ 
ments will do to exempt banks from debt relief and 
other legislation and to assist them throu gh proper and 
up-to-date maintenance of equitable mortgage facilities 
and grant of relief in stamp.on agricultural mortgages 
and so on. It is gratifying to note that a suggestion 
was made at the seminar for the appointment of a high- 
level committee to review this problem. The Ad Hoe 
Committee of Bankers (the newly set up consultative 
organ of the Reserve Bank) may be expected to take 
up this work without any loss of time, as Mr Adarkar 
himself noted in his introductory speech that it would 
be the fourth stage (the other three stages, respectively, 
being the NCC’s fixing of overall targets for bank 
lending to agriculture, fixing of targets for individual 
banks, and the holding of the seminar itself) in the 
Reserve Bank’s programme of bringing about a redirec¬ 
tion of credit policies and operations of commercial 
banks in favour of agriculture. 


Outlook for Exports 


THE GOVERNMENT of Indla—the Ministry of Com¬ 
merce in particular—has reasons to feel gratified at 
the country’s encouraging export performance in 1968 
but if the new year is to see a distinct improvement 
in our exports over the preceding year, the official 
policies should become much more practical and helpful. 
What the Associated Chambers of Commerce and 
Industry said recently about the official attitude 
towards the traditional industries was no compliment 
to a government which, for nearly a decade, was sup¬ 
posed to pursue a policy of vigorous export promotion. 
The Associated Chambers, at their annual meeting held 
in Calcutta in December, deplored that traditional 
industries, Including cotton and jute textiles, tea, coal 
and sugar, had suffered much from neglect for many 
years. These industries accounted for more than 75 per 
cent of our export earnings. But, according to the 
Chambers, “the only time when they receive assistance , 
from the goveinment is when they are on the verge 
of collapse”. It is indeed ironical that the Indian Jute 
Mills Association and the Indian Cotton Mills Federation 
recently had to resort to extensive advertising in 
newspapers to focus the attention of the government 
and the public on the critical situation, confnoiting 
their members because of official indifference to their 
difficulties. 


In his address to the annual session of the Associated 
Chambers of Commerce, Mr Morarji Desai, the Finance 
Minister, devoted considerable stress on the urgency 
and importance of export promotion. He referred to 
the adjustments on the excise and export duties on tea 
and expres.sed the hope that the tea Industry “would 
go ahead vigorously with the replanting programme", 
and that the international marketing arrangements for 
tea would be strengthened in order to avoid any imdue 
weakness in tea prices. Referring to the jute Industry, 
Mr Desai said that the government had bmn providing 
substantial amounts of foreign exchange for the imp ort 
of raw jute and he felt confident that the industry 
would continue to be a major earner of foreign ex¬ 
change. While these measures have been helpful to 
.some extent, they are Inadequate to enable these 
industries to strengthen their competitive positions, 
effectively. So far as tea is concern^, it is necessary 
to remember that our main competitor now is East 
Africa where the industry is not burdened vdth meport 
or excise duties. As regards jute, the incentives in 
Pakistan, coupled with the availaWity of superior and 
cheaper fibre, enable its industry to offer its products 
at more competitive prices. 

Mr Desai assured the Assocham that industries 
which played an important part in the export drive 
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would be given “Bpedal consideretion’’ by the govern¬ 
ment in matters of expansion in capacity as well as 
import of equipment and raw materials. He added 
that in the future collaboration agi’eements, the govern¬ 
ment would not only ensure that there was no restriction 
on exports but positive preference would be given to 
those agreements which provided for the export of a 
substantial part of their output to other countries. 
These steps are, of couise, helpful. But it is necessary 
to emphasise that for a dynamic export drive it is 
Imperative to pursue industrial and fiscal policies which 
will give scope to industries to grow to their full 
statute. But regrettably the government is still obsessed 
excessively with ideology. Mr Dcsai, loi- instance, 
sought to justify the measuics now being taken by the 
government to control monopoly and concentration of 
economic power. “Legislation regarding monopolies" 
he said, “wiU play a useful role”. But if, as feared by 
business circles, this legislation fetters industries from 
expanding and achieving economies of scale, it will 
certainly impede the countt*y’s efforts to attain an 
increasing share in world trade. 

The Associated Chambers made many specific 
proposals regarding tax policy. They reiterated the 
need for a rationalised and stable tax structure which 
would provide industiy with the incentives and the 
capital market with the stimulus necessary to revive 
the country’s economy. With the recent upsurge in 
agricultural production, the time is ripe for new fiscal 

Cleaning the 

EVER SINCE the three public sector steel plants com¬ 
menced working in 1959-60 the operating results have 
given cause for concern and it has not been possible 
fur Hindustan Steel Limited (HSL) to achieve a decent 
net return on investment even when there was effective 
utilisation of capacity and the output of salable steel 
amounted to 99 per cent and 91 per cent of rated 
capacity in 1964-65 and 1965-66. In these two years 
the residual profits weie not flattering and in only one 
year, 1964-65, the earnings, after depreciation and 
interest charges, amounted to Rs 18.49 crores, which 
worked out to less than four per cent of the equity 
capital. The overall picture is dismal as the loss in 
1967-68 amounted to as much as Rs 40.12 crores with 
the total of accumulated losses rising to the staggering 
figiiie of Rs 122.44 crores. The serious labour distur¬ 
bances, a low rate of utilisation of capacity and high 
costs have been responsible for a big loss even though 
in 1967-68 sales were higher at Rs 251.77 crores against 
Rs 231.01 crores in spite of a decline in the output of 
salable steel to 242 million tonnes from 2.56 million 
tonnes in 1966-67. A larger proportion of flat products 
to the total output and increased prices were responsible 
for the larger value of sales. 

There would have been some justification for the 
poorer working results of the last accounting period 
if they were due to the losses sustained on sales of 
exports. But it has been indicated that gross profits, 
before depreciation and interest charges, were even 
inadequate to provide for depreciation, the gross profit 
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initiatives. The Assocham also recommended the 
aDoiition of taxation on inter-corporate dividends, the 
smtax un company piofits and disa’imination in the 
rates of tax between domestic and foreign companies, 
or between companies engaged in different types of 
activity. It fuither suggested that a favourable ciunate 
for industrial expansion should be created nut only by 
tax incentives and reduction in the marginal rates of 
direct taxes on a selective basis but also by checking 
inflation. Dealing with productivity, the Chambers 
urged workers to co-operate with employers in intro¬ 
ducing productivity schemes and to refrain from 
opposing measures of rationalisation or automation. 
The Assocham also expressed concern at the severe 
delay to shipping caused by inadequate facilities at 
ports, and the serious wagon shortages which still 
occurred with disappointing frequency. It suggested 
that a major effort should be made to renovate and im¬ 
prove all forms of transport. These preposals of 
Assocham deserve earnest consideration by the Gov¬ 
ernment ot India so that industrial production and 
expansion will get a real impetus which alone will help 
the country to achieve a high and continuous increase 
in exports. 

Extracts from the 8pcoche.s ol Mr Murarjl Ueiiai and JMr 
W. W. Waglc and lull text of the resolutions adopted br the 
Associated Chambers of Commerce and Industry were printed 
in the Records and Statistics section ol 'Eastern Economist' 
dated January 3, ISSS. 

Augean Stables 

amounting to only Rs 38.27 crores against Rs 45.26 
crores in 1966-67. Alter setting aside loi depreciation 
Rs 33.80 crores and for interest charges Rs 24.59 crores, 
there was a residual loss of Rs 40.12 crores against 
Rs 22.94 crores. The allocations in respect of depre¬ 
ciation and interest chaigcs in 1966-67 were Rs 47.65 
crores and Ks 20.55 crores respectively. The decline 
in capacity utilisation in 1967-68 was due to reduced, 
output and increase m the installed capacity due to 
the gradual completion of the expansion schemes of the 
three plants. It cannot be said that the increase in 
losses was due to heavy interest charges or deprecia¬ 
tion provision alone as production costs had risen and 
the serious labour disturbanres created unexpected 
difficulties. Since the expansion schemes of all the 
units have been substantially completed in the current 
year and the output may not be significantly higher 
in .spite of a laigcr volume of exports, it would appear 
that heavier los.ses will have to be incurred in 1968-69 
as well and a new record may be established in this 
direction! 

What is, therefore, the cure to HSL’s ills? When 
all the new units under the expansion schemes have 
been completed, the installed capacity would be 5.9 
million tonnes of steel ingots, which would increase 
output by over 70 per cent from the level of 1967-68 
by using effectively newly created facilities. It is 
expected that there would be a rise in exports but 
Internal consumption of steel may not rise substantially. 
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leading to another year of losses. Indeed, even according 
to the calculations of ttie HSL authorities, the brealo* 
even point may not be reached before 1970*71. Under 
these circumstances the Ministry of Steel officials ai'e 
woriied about the state of finances of the lai'gest 
industrial undertaking in the public sector and are 
wondering whether at all HSL would be able to earn 
a net retuin of at least six per cent on the gross block, 
which was nearly Rs l.UUU crores, in March last. 

It has been suggested that with some manipulation 
in accounting and capital reorganisation the look of 
the balance sheet can be improved. But the ministry 
ofticiais do nut seem to be bothered about improving 
the health of the industrial units and bringing about 
a good look in the process. There will not be any 
objection to the suggestion that there should be a 
writing down of the value of fixed assets by Rs 200 
crores in order to obviate the difficulties relating to 
the wiping out of accumulated losses through future 
earnings, providing for arrears of depreciation and so 
on. 

As it is quite likely that aggregate losses will be 
about Rs 180 crores at the ena ol 1968-69 there will 
have to be a writing down of the value of equity capital 
by about 85 per cent. The losses would then be fully 
wiped out. But then it would be wrong to presume 
that merely through a capital reorganisation things 
would improve automatically. It has been suggested 
that there should be conversion of a good portion of 
the loans granted by the govei nment into equity capital 
and there should also be a smaller provision towards 
depreciation on the .straight line basis at five per cent 
instead of seven per cent, now adopted. These window- 
diessing techniques are not correct. For, the debt- 
equity ratio is not high in any sense, debts being only 
98 per cent of equity capital whereas the general trend 
now is towards a debt-equity ratio of nearly 2:1 or 
at least 1.5:1. Hindustan Steel cannot at any time 
expect to service its equity capital on a reasonable 
basis so as to enable the govei nment to avoid a loss 
in regard to its interest obligations over a period. If 
this government undertaking cannot pay interest 
charges on its debts even at six per cent when others 
are paying up to 10 per cent on borrowed funds and 
even 7.75 per cent on first-class debentures, the busi¬ 
ness of steel making will not bo worthwhile. 

In any case it would be dangerous to provide only 
five per cent depreciation on fixed as.sets which are 
functioning on a three-shift basis and when techniques 
are advancing fast in the developed countries. The 
best course would be to adopt a straight line method 
of eight per cent or at least seven per cent. But what 
is tragic is that even at five per cent the depreciation 
charges had not been earned in 1967-68. before provid¬ 
ing for interest charges, suggesting clearly that the 
break-even point is very high. 

It is no use complaining that the capital cost of 
the new steel units is very heavy and the fixation of 
retention prices for steel products on the basis of the 
capital employed in fixed assets by Tata Iron and 


Steel Company is responsible for HSL’s poor perform¬ 
ance. If new machinery costs more, there is the 
advantage of higher operating efficiency and a smaller 
labour torce. Besides ail the worxd over new plants 
are coming into being and the production cost of Japan 
and other countries are lower than those of our country. 
There may be some justification for higher internal 
prices to the extent the capital cost of a steel plant has 
been inflated by the levy of customs duties on import 
of piant and machinery and with the use of excised 
steel involved in indigenous machineiy. There is some 
justification in the argument that the heavy losses are 
incurred on the running of townships, which amounted 
to over six crores of rupees annually. But the whole 
of this cannot be eliminated as there would have to be 
an increase in the emoluments to workers if satisfactory 
housing facilities were not provided. The disability in 
this regard may not be more than thi-ee crores of rupees. 

It is overlooked all the time that our steel industry 
is favourably placed in regard to the availability of 
iron ore, limestone, dolomite, ferro-manganese, coal 
and other items. If Japan can make its steel on a 
cheaper basis even after importing all raw materials 
it is not known why HSL cannot. The only genuine 
difficulty relates to the utilisation of capacity because 
the calculations regarding an increase in internal con¬ 
sumption of steel products have gone seriously v/rong. 

There could, of coui-se, be a stepping up of exports. 
But the losses on these sales could be borne easily only if 
I'easonable profits were made on internal sales and the 
units were functioning efficiently and st a high pro- 
poition of rated capacity. The union Steel Ministry 
wi.l, theiefore, be justified only in ca'vying out a 
reorganisation uf the capital structure at the end of 
the current financial year. It .should always remember 
that no real advantage will be gained by lowering the 
debt-equity ratio. It will be only passing on its losses 
c.inveniently to the government. Moreover, it would 
be most unscientific to adopt a very low rate for depre¬ 
dation on the straight line method. The most sensible 
course would be to catTy out jm expert study of the 
working of all the steel plants for adopting new pro- 
ceduics and techniques which would result in an 
Increase in administrative and operating efficiency. If 
HSL cannot, with its advantages, function on a profit- 
ab'e basis, there is no prospect of the steel industry 
being developed on healthy lines. Indeed, the Bokaro 
steel project may incur heavy losses in spite of its 
conr^ntration on the manufacture of flat products as 
it? capitalisation per tonne of steel capacity will be 
much heavier because of higher prices and the built-in 
facilities for enabling future expansion. There is some¬ 
thing seriously wrong with the thinking of the ministry 
and those incharge of HSL. The huge investment of 
Rs 1,000 crores must be made to yield satisfactory 
results. It is high time that the viability of the three 
public sertor steel plants was improved. Fresh 
expansion schemes should be taken up only after the 
augean stables had been cleaned and HSL was beyond 
reproach. 
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BOACAirCargo 
inakKjour 
export nvees 

gofurtlKii 


It’sliuteraiidit 
makeB distrilmtioii easier. 

The fact 0»t our jetliners are physi¬ 
cally faster than any other transport 
meAods means that you get to market 
in less time, it makes distribution 
easier. Gets the goods OlT the shelf. 
And the profiu back in your pocket. 
Jn record time. 


Itsayeejoumoneyon 
ym^ming and packing. 

We have a unique cargo handling 
system that makes warehouses obso¬ 
lete. Packaging minimal. 


Invest in our Air Cargo service now. 


ItsaTeByoncTcnmore 
on insnianoe^ 

We've cut insurance costs down by 
as much as 60%. There ara reduced 
rates for certain commodities. 

All in all, your overall export costs 
with us could be less. Find out how 
your money can go further. 


AU. OVER THE WDELD BOAC TAKES GOUU CARE Of VOUR CARGO 


SSITISH OVERSEAS AIRWAYS COREODATIOV 
IN association with aiR'INdia and QANTAS 


<SK OUR REP TO CALL. OR PHONE YOUR NEAREST BOAC CARGO AGENl)i 
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Firqstone cares about giving 
j [you value for nnoney 



We show it by making tyres that last and last! 


They say cate have nine tivea. The Firestone car tyre may have only one...but It is the lengeet. 

Hew do we eneure this? By using ‘SUP-R-TUF* Miracle RubNr—the eecluelve Firestone rubber 
compound that gives you thousands of extre miles at no extra cost. 

Another UMengthenIng factor: the Firestone 'Wrap-Around' Tread design that puts more rubber 
on the road...aases wear and tear...gives maxifnum stability at any speed. 
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Productivity in Heavy Engineering industry 

A Special Carraipondant 


THE BEPORT of the study group formed by the National 
Labour Commission on the heavy engineering industry contains 
useful suggestions for improving productivity and production 
in an industry which is basic to the growth of the country’s 
economy. 

The report says that although production is a matter for 
works management, productivity is a matter for both manage¬ 
ment and workers. The economy cannot operate with maximum 
attainable efficiency unless the utmost is extracted from 
available capital, machinery, raw material and manpower. 
Any long-term solution to India’s economic problems will not 
be possible unless we learn to produce more frmn a given 
input or, conversely, a given output can be produced at reduced 
input. The prime need Is to appreciate that increases in the 
remuneration of labour nuist be linked with tnereasea in pro¬ 
ductivity. The starting point of any scheme of incentive 
awarew or payment by results should be fixing a norm of a 
fair day’s work for a fair day’s wage. Experience of the past 
years has clearly shown that a substantial expansion in exports 
of engineering goods cannot be achieved through normal 
economic stimuli. In fact, incentives in the form of drawbacks 
on excise duty subsidies, concessional freight rates and linking 
of import requirements with export performances have not 
produced much raiult. While these incentive schemes must 
continue, what is of critical concern from the point of view of 
expanding our exports is the high cost of production. In 
wagon building and structural fabrication our economic prices 
are about 11 to 25 per cent higher than the lowest prices 
tendered by outside parties. This gives an Indication of the 
extent of uncompetitiveneas of the prices of our heavy engi¬ 
neering goods in the world market. The high production cost 
is In no less measure due to lack of productivity and the 
consequent low utilisation of capital equipment. Tte solution 
of our export problem lies largely in improving this particular 
situation. 

Underlltiiistd Plants 

Some time back, before the recession in the industry set 
in. an investigation of plant utilisation in the Calcutta area 
produced by a consultant for the US Technical Co-operation 
Mission showed that most of the plants were operating at 
30 to 40 per cent of the scheduled efficiency on a single shift 
basis. 

There are three distinct areas where bru^tictivity is a 
matter of concern, namely management methods, equipment 
and labour, but labour productivity, particularly in the field 
6f heavy engineering Industry is not in a good shape. It is 
admitted that the wage contmit in the price of an engineering 
product is comparatively low. The question has, therefore, 
often been raised: do not the emplosrers lay undue emphasis 
on the productivity of workmen? The reason for this emphasis 
is hot the saving in wages as a result of increased productivity 
but the fact that this increased productivity results in a higher 
output from the same resources. It is well known that work¬ 
men in this country can Increase, In some cases, their 
productivity by as much as 150-300 per cent. Even assuming 
an increase of 100 per cent in labour productivity alone, it 
can be worked out that the production costs la the heavy 
engineering industry would be reduced by as much as S5 per 
cent on this account only. The other elements of production 
coats are raw materials and overheads. As regards the direct 
savings In materials at the plant level, they can be limited 
to reducing wastage and atocka. While tbia saving must, of 
course, be done, it Is unlikdy to be more than say 10 per cent 
of the coat of materials or only 5 per cent of toUl production 
costs. But it must be remembered that a raw material of one 
jllant is the finished moduct of another; in this latter plant 


there is once again full scope for increasing labour productivity 
and a higher saving in costs. 

One can buy a man’s time or idiysical presence at a given 
place and even buy a measured eiumber of skilled muscular 
movements. But mithusiasm, initiative, discipline, loyalty and 
devotion cannot be bought for money, although these are the 
prime sources of the human will to work. And without the 
will to work there is no real productivity, whatever may 
be the inducement offered by incentive schemes. Also, the 
understanding that incentive payments have to be earned la 
often lacking. More often than not, workmen take incentive 
payments to be an adjunct to dearness allowances. Instances 
are not scarce when, in spite of guaranteed fall-back wage, 
there are breachea of industrial peace when earnings from 
incentive schemes fall on account of recession, machine break¬ 
down or material shortage. Incentive paymenta should be 
allowed only if the output has successively passed inspection 
and tests. Whether it is a group incentive or otherwise, it 
is desirable that incentive paymenta do not fluctuate very 
much, but in the current controlled eennomy and uncertain 
market, some fluctuations cannot be avoided altogether. The 
other important point to note is that under a group incentive 
scheme, sporadic individual efforts are not good enough; it 
is the result of the group or the team that counts; the whole 
cannot be substituted by the parts. 

It is unfortunate that in the engineering industries of 
this country incentive schemes are not commonly in operation. 
Barely about 10 per cent of the existing establishments have 
such schemes. Employeis must, in the interest of the industry, 
employees and themselves, introduce sound incentive 
schemes as early as possible. There are, perhaps, 
reasons why incentive schemes are not mure prevalent in the 


INDIA’S PROGRESS SINCE INDEPENDENCE 

A STATISTICAL BIRD’S-EVE VIEW 
This effort at the statistical presentation of India’s 
progress since Independence in the main directions of 
social and economic evolution was first undertaken in 
April, 1963. The present publication, which is the third 
edition, has benefited from the experience gained of 
readers’ reactions to the earlier editions. Although an 
attempt has been made naturally not only to brin g the 
statistics up-to-date but also to revise the contents in 
order to make them more interesting and informative, 
we have found it profitable to stick to the original idea 
of maintaining a combination of comprehensiveness in 
outline and selectivity in detail. This volume is not 
by any means intended to be even a summary of the 
nation’s progress in the last 20 years. Its aim simply 
is to indicate broad trends and developments in a 
statistical form. 

For copies please write to : — 

The Manager 

■rHE EASTERN ECONOMIST LIMITED 
United Commercial Bank Building 
Batllament Street 
New DeUil 

with a remittance of Rs. 6.50 (price Rs. 5.00 plus Rs. IJO 
towards packing and postal registration charges.) 



54 


lASTERN ECONOMIST 


January 10, 1869 


englneerint industries In India, such as the ovet^eenaing of 
capacity. 

The level of normal production of u unit should be deter¬ 
mined by the management from time to time depending on 
plant and machine capacity and manufacturing methods, and 
having regard to the competitiveness of the market from time 
to time, the company’s ability to secure orders and also the 
fact that the company's operations should be on a profit basis 
so as to satisfy the investors as well. In regard to productivity 
incentives no treatment of productivity would be complete 
without discussion of incentives with the employees. After 
establishing the best methods, the management should establish 
the best limes fur the jobs allowing for fatigue etc., and fix 
the normal production levels. The initial point of output for 
bonus commencement related to the production target should 
be fixed after discussion with the recognised union. Similarly 
the quantum of bonus payment at dilferent stages of production 
should be incorporated in the scheme in consultation with the 
union, bearing in mind that they cannot be divorced from a 
realistic consideration of plant economy, order book and market 
competitiveness. Whether it should be group incentive, a 
batch incentive or a piece-rate system should be decided by 
the management in consultation with the union in consideration 
of the various factors affecting the shop conditions and Job 
requirements. Many standard books are available lor consul¬ 
tation. The productivity programme shoul.l be entrusted to 
sufficiently experienced personnel who are adequately con¬ 
versant with the shops concerned. Preferably, this should 
be entrusted to a separate industrial engineering department, 
hired or employed and having the same status as the personnel 
or accounts department. In smaller units, perhaps one 
industrial engineer would be sufficient, while In larger units, 
a more elaborate organisation, hired or employml would be 
necessary. 


The study group rMeti to a finding of the Ecoaomie and 
Reaearch Foundation in an analysis enUttad “Productivity, Wages 
and Prices in Indian Industry” that all wage Increases linked 
with the cost of living index are self-defeating. They benefit 
neither the wage earners nor the economy. The findings 
of the foundation, baaed on an analysis of the organised 
manufacturing sector in general and on selected industries 
in particular, are that in any economy dependent primarily 
on agriculture, all attempts to push Industrial wages faster 
than national per capita income are self-defeating and infXa- 
nationary, since they ultimately end up by raising prices by 
that much margin. 

Incenthr* Earninp 

Referring to the draft of the fourth five-year Plan which 
recommends that the total wage should have three components 
namely the basic or minimum wage, an element related to 
the cost of living and an element related to increase in 
productivity, the group suggests that 75 per cent of a day’s 
work as determined on scientific lines should be taken as the 
standard production or base against basic wages and dearness 
allowance. This wlU leave a margin of 25 per cent production 
for incentive earnings by extra performance. 

The National Productivity CouncU, the group says, has 
been partly successful In creating a climate for productivity 
among employers. Employees, however, ate not enthusiastic 
as has been admitted by many productivity councils. The 
National Productivity Council and the local productivity coun¬ 
cils must now carry the message of productivity to the plant 
level. Employers who are now mentally prepared tq adopt 
productivity techniques find that there is a vacuum when they 
wish to engage consultants who can give them concrete 
projects after surveying their plants. The National Producti¬ 
vity Council through its local agencies can fill this gap. 


Stamp series on 
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Should Agriculture be Taxed 7 

M. R. HAZARAY 


THE PBOBLEM of raising resources for tile fourth five-jrear 
Plan is undoubtedb' formidable. However, it is by no means an 
insoluble one, given a bold and imaginative policy on the part 
of tie central government. Ibe aim piospects of foreign 
aid on easy terms and the ever-incre'asing burden of debt 
servicing leave no altemativv to tite government other than 
intensity-tig us drive for euect.ve domestic mobilization ot 
resouicts. 

Not much can be expected by way of surpluses from 
streandining the performance of ttie public sector undertakings 
if past experience is any guide. The government, therefore, 
must took for additional resources in the direction of voluntary 
sav.nas through branch-bunking under social control of banks 
and ioiced savings through taxiitiuu ul agriculiural commu¬ 
nities. 

At the last meeting of the National Development Council, 
the Prune Minister rightly stressed that vrv cannot talk of 
progressive elimination of PL 4(!0 grain imtxirts and reduction 
of loreign aid without devising ways and means for raising 
necessary additional resources within the country. It is evident 
that mobilisation of resources must take full cognizance of 
the fact that a part of the annual increase in national income 
will accrue in the rural sector and particularly to progressive 
group of 1 armors who would be greatly benefited by the 
development efforts of the government. 

It is also realised that there is little or no scope for 
incitasmg the buioen of taxation on the non-agricultural 
sector which pays anything between 81 to 06 per cent of its 
udoitioniil income into goveinment coffers at present. On 
the contrary, there is need for nlief to the old, sick and 
receSKion-hil industries so that their full capacity might be 
utilised in the foreseeable future. The need for making the 
overall taxation policy saving and investment-oriented was 
never so obvious. 

Economically Sound 

The suggestion of the Planning Commission to levy agri¬ 
cultural income-tax is therefore economically very sound. 
Kat..er it must be acknowledged that it was long overdue. 
Po:- instance, as early as 1953, the Taxation Enquiry Committee 
beaded by the late John Maihai had hit the nail right on its 
head when It said, "tile level of urban taxation is on ttie 
whole higher at all stages of income than that of rural taxation; 
urban indirect taxation is somewhat more progressive than 
rural taxation. There is a greater room for increased taxation 
of higher rural incomes than in the case of urban incomi-s. 
The incidence of land revenue is not appreciable any mom 
and large area of non-monctized sector in the rural economy 
is at once an index to the limits of taxation and a pointer 
to the possibilities of extending taxation to this field if it 
otherwise be considered desirable". 

. The rase lor agrlculiural income-tax has become sliU 
stronger since then. During the period of planning apart from 
a small section of farmers say 20 p<.‘r cent at the most (who 
in any case must be exempted from agricultural income-tax) 
the agricultural, rural community us a whole has benefited 
much by plan outlays on rural finance, co-operatives of all 
types, community development and irrigation projects and 
national extension services. 

Apart from tliis, farmers have also realised higher prices 
for their' crops, as our plans throughout tended to produce 
scarcities of even essential staple commodities under mounting 
piessures of inflation and population. As a result, there have 
been continuous increases in agricultural incomes. In fact, the 
inter-sectoral terms of trade have definitely gone in favour 
of agriculture. The wholesale price index of agricultural com¬ 
modities Increased by 93 per cent between 1060-91 and 1086-67 


while tiiat of industrial commodities incressed by only 62 per 
cent over the same period. 

Moreover, the incidence of laud revenue which figured 
wry pi eminently in the slate budgets and which had no 
relation to ugricuilural productivity, income or pricea has gone 
on declining from 25 per cunt fur the first flan period to 
9.6 per cent in 1067-68. It may soon lose its importance as 
so.iie of the slates such as Kerala and Orissa have planned 
to abolish It partially or wholly. 

Ti c Nijalingappu committee’s recommendation in thia con- 
tc.\t deserves serious consideration. It states: "Water rates 
siioula be on the basis ui suitable percentage ot additional 
net lieiiufits to the farmer; from an irrigated crop where with 
uvailabic (lata tills can bt worked out. Tiiesu rates may be 
lived at 25 to •i'l per cent of additional net benefit keeping 
m v.cw factors like rainfall, water requirements, yields, value 
of tl.e crop, etc. Where benefits are not workable on the 
basis ul available data some suitable percentage of additional 
gloss income say 5 to 12 per cent may be taken to start with, 
to lie calculated upwards and reviewed 'every five years." 

It is unwise to relate agricultural taxation to inevitable 
u'ld unpredictable reverses In the general elections politically, 
instead an integrated agricultural income-tax would be re¬ 
warding in several ways. It will make the rural community 
plan-conscious. It may prove an Instrument of much needed 
change in scK'iul outlook. 11 may prevent likely evasion of 
toxes when industrial profits are diverted to profitable invest- 
uicnt in agriculture and finally it may provide to tbe govern¬ 
ment an ever elastic source of revenue for planned economic 
development in future. 


^laitatn ^c&nombt 25 y€a.t6 

JANUARY 14, 1944 


Bengal's cup of misfortune is so full that even the 
isolated bits of good news from that province should be 
tainted with frustration. As the rushing of grain supplies, 
the organization of widespread relief and the intervcutlon 
of armj help slowed the pace of famine destructiwi, and 
the forecast of bumfier am.in crop raised Itopes of finally 
lifting the curse of a generation, reports say that there is 
a serious shortage of labour for harvesting tbe new paddy 
crop which in many districts stands ready to be harvested. 
'I'iming i.s ot the utmost importance in the raising of the 
paddy crop at every stage from sowing to liai vesting and if 
the paddy, when ready, is not removed from the fields for 
storage its rapid decay either as crop or us grain is inevit¬ 
able. Unforeseen rains or storms would m.ike the situation 
worse. Ueiilh, disease, and devitalization ate the causes 
of the present shortage of labour, fn addition to famine 
and .starvation, a deteriorated puldic health Is aggravating 
the!:e coiKiilions. Bengal is now m the grin of an epidemic 
of iiialiirin, .small-pox and rholera which threatens to out¬ 
strip the influenza epidemic of 1918 in severity. Owing to 
shortage of quinine supplies whole families are bedridden, 
with no one to look after the fields. Devitalization is so 
ucutc that even high rate.s of wages are not attracting 
labour. The epidemic has only licguii. with the harvesting 
season, and if the situation is left to drift it is obvious that 
the uman crop will not contribute to the alleviation of food 
scarcity, anil to that extent the pressure on the f<iod re¬ 
sources of the rest ot India will not be relieved. 
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Economic Stagnation of Uttar Pradesh 

P. K. BHARGAVA 


APTKR TWENTY yeors of Independence and 17 years ot 
planned economic development Uttar Pradesh remains one of 
the most backward slates in India. It has the largest popula* 
tion and it is the fourih largest in area amongst the states of 
this country. According to the census of 1961, the population 
of Uttar Pradesh was eslimaled at 73.7 million which formed 
16.6 per cent of our population. It has an area of 113,6S4 
stiuare miles which is approximately 9.65 per cent of the 
couniry's total area. The density of population in Uttar Pra¬ 
desh Was 649 persons per square mile compared to a density 
of 370 persons per square mile in India. In 1966 Its population 
was estimated at 82.4 mUlion(l) which was approximately 16.5 
per cent of the country's total population.l2) By 1071 the 
state's lopulalion is expected to rise to 92 million (1) and will 
then account for nearly 17.5 per cent of the country's popula¬ 
tion which is expected to rise to 326 miUion.(3i 

The proportion of the country's population living in Uttar 
Pradesh has remained broadly unchanged and is not likely to 
change appreciobly in the years to come. During the decade 
1931-61 total investment In Uttar Pradesh amounted to Rs 724 
crores which was approximately 7.2 pec cent of the total invest¬ 
ment of Rs 10,110 crores in the country during the same 
period.(4) During the quinquennium 1961-66 total investment 
in Uttar Pradesh was estimated at Rs 1,000 crores constituting 
.4.6 per cent of the total investment of Rs 10,400 crores in India 
during the same period.(r») During 1966-71 this proportion Ls like- 
1,1 to fail to 5.8 per cent as only Hs 926 crores arc expected to 
he invested out of a total investment of Rs 16,000 crores for the 
whulo country.(61 Thus the proportion of investment in thi.<i 
stale out of the total Investment in the country as a whole has 
been decreasing whereas the proportion of the country's popu¬ 
lation residing in this state out of total population has been 
more or less constant. The inevitable result has been declining 
per capita income in this state .niid a diminishing contribution 
of Uttar Pradesh to the country's national income. 

Per Capita Income 

The per capita income of Uttar Pradesh in 1950-51—the last 
year of the prc-Plan period—was Rs 258.3 {at 1948-49 prices) 
which rose to Rs 265.4 in 19.55-56.(7) The per capita income of , 
Uttar Pradesh has increased relatively slowly and in some years 
it actually declined. It declined from Rs 250 in 1960-61 (at 
1060-61 prices) to Rs 248.1 in 1961-62. to Rs 24‘2.1 In 1962-63 and 
to Rs 237.S In 1063-64.(8) On the other hand, the per canita in¬ 
come of India (at 1048-49 prices) increased from Rs 247.5 in 
lOSO-Sl to Rs 267.8 in 1055-56. It increased further to Rs 293.2 
m 1960-61 and to Rs 317 in 1964-65.(0) 

The contribution of Uttar Pradesh to the country's national 
income was greater in 1950-51 than during the successive years 
of planning. It contributed 18.4 per cent to the country’s natio¬ 
nal income in 10.50-51(10) but only 13 per cent In 1960-61 and 
1*2.8 per rent in 1963-64 (provisionaJ).(ll) It ma.v also be t 
pointed out here that the per capita Income ot Uttar Pradesh 
was “S per cent above the all-India average in 1951 hut 12 per , 
cent lower than that In 10.50”.(I2) 

In a study by the National Council of Applied Ecoiumiic 
Research regarding “inter-district and inter-state income differ¬ 
ential In 19.5.5-56'' relating to 280 districts of the country, It was 
found that out of the 29 most backward districts in the whole 
country, with a per capita Income of Rs 146 and Rs 173, eleven ■ 
such districts were in Uttar Pradesh. Thus Uttar Pradesh had 


22 of the 68 poorest districts of the country. Another depress¬ 
ing feature which this study revealed was that nearly 35 to eO 
per cent of the state’s population was living in these 22 districts 
of the country and the daily per capita income In these districts 
was reported to be as low as 27 paise. Thus in a state where 
people's income is just ot the level of subsistence or even lower, 
it is correct to conclude that, "when incomes are so low. It is 
impossible to set aside any significant part of them to secure 
the tools which would enable Incomes in future years to bo 
increa8ed.’'(13) 

The consumption expenditure in Uttar Pradesh is also re¬ 
latively lower. According to the National Sample Survey, in 
the 12th roiud relnting to the period from March, 1957 to 
August, 1957 the per capita consumer expenditure in Uttar 
Pradesh was Rs 17.12 and Rs 23.27 per month for rural and 
urban areas respectively. (14) The corresponding per capita 
expenditure figures for the country as a whole were Rs 17.31 
and Rs 26.50 per month respectively. In the 13th round relat¬ 
ing to the period September. 1957 to May. 1058 the per <»pita 
consumer expenditure per month In Uttar Pradesh was Hs 17.81 
and Hs 22.34 for rural and urban areas respectively. The aver¬ 
age per capita consumer expenditure of rural and urban areas 
was Rs 18.59 and Rs 25.68 respectively in the country. (14) 

Plan Outlay 

The per capita Plan outlay and per capita central assis¬ 
tance has also been much lower for Uttar Pradesh as compared 
to other states. The per capita Plan outlay during the first 
three Plans in Uttar l^adesh was Rs 24, Rs 34 and Rs 68 as 
against the average per capita Plan outlay for all the states 
at Rs 40, Rs 52 and Rs 92 respi’ctively.dS) Similarly, due to 
the negligence of the centre the per capita central assistance 
in Uttar Pradesh was only Rs 14, Rs 18 and Rs 47 during the 
first three Plans as compared with the average iier capita 
central assistance for all the states at Rs 25. Rs 27 and Rs 56 
respectively.(1.5) As a result, Uttar Pradesh has been left 
behind in the path of national progress in many fields. We 
may agree with Mm Suebeta Kripalani’s observation when she 
was Chief Minister of Uttar Pradesh that, "Generally speaking 
also, the state is still one Plan behind other states". (16) 

Uttar Pradesh lags behind with regard to many essential 
social and developmental services such as education, medical 
and public health, transport and power, etc. According to the 
1961 census, the number of literates per thousand of persons 
wax only 178 in Uttar Pradesh as against 239 for the country 
as a whole. Similarly, the per student revenue expenditure on 
education in Uttar Pradesh in 1961-62 was Rs 36 as against 
an average expenditure of Rs 44.04 for all the atates.(17) The 
situation in the field of medical and public health is also not 
satisfactory. The number of hospital beds for 100,000 of popu¬ 
lation in 1065-66 was 34 for Uttar Pradesh as against 55 for all 
the states. (18) 

Transport is vital for economic development and is a good 
indicator of economic progress. At the end of March, 1961 
surfaced road mileage in Uttar Pradesh was 17 for 100,000 of 
population as against 31 for all the BtateB.(19) Being a rela¬ 
tively poor state It bad a higher unsurfaced road mileage of 66 
at the end of March, 1981 as compared with an average of 63 
for all the states. (20) The poverty ot this state is also reflect¬ 
ed in its low per capita consumption ot electricity. In 1063-84 
the per capita consumption of electricity In Uttar Pradesh was 
24.2 kW, nearly half of the average* per capita c>ohsumptian of 
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electricity for aU the states which stood at 47.« kW in that 
year.t^l) 

Judged from the above criteria one can notice that Uttar 
Pradesh has lost its relative importance during the planning 
era and the state is bogged down in a grave situation of poverty 
and distress. (22) 

Uttar Pradesh is primarily an agricultural state. Agricul¬ 
ture provides employment to over 75 per cent of the state’s 
working population and contributes about OOi) per cent of its 
total Income. (23) The state possesses a large and rich alluvial 
tract in the Gangetic plains and possesses a large potential for 
irrigation. However, the agriculture of the state is relatively 
bfaekward and it has to import foodgrains to feed its population. 
The index of agricultural production during 1951-01 increased 
by 30.4 per cent in Uttar Pradesh while the increase amounted 
to 46.3 per cent for the whole country during the same 
period.(24) The index of agricultural production In 1963-64 in 
Uttar Pradesh stood at 83.5 (L-ose years; 1960alOfl) as against 
100.3 for all the stales in Uiat year. This is duo to the fact that 
Uttar Pradesh still employs outmoded production methods in 
agriculture and that consumption of chemicals and fertilizers 
is less in Uttar Pradesh than in other states.(25) However, the 
state is better off when judged on the basi.s of indices relating 
to per capita gros.s value of agricultural production, net value 
of output per acre and net value of output per agricultural 
worker. The per capita gross value of agricultural production 
in Uttar Pradesh in 1958-59 amounted to Rs 103.7 as against an 
average of Ks 102 for alt the states in the same year.(26) 

• Similarly, the net value of output per aiTC and net value of 
output per agricultural worker in 1960-61 was a little higher in 
ITttar Pradesh than the average for all the states. The net 
value of output per acre and net value of output per agricul¬ 
tural worker in 1060-61 in Uttar Pradesh were Rs 167.01 and 
Rs 470 resnerUvely.(271 The corresponding average figures 
for the states were Rs 160.06 and Rs 477 respectively in the 
same year. Since the state contains a rich potential vital for 
agricultural development, even a little effort can give a push 
to agricultural development because “where primitive 
agriculture is the dominant occupation, there are frequently 
ways of achieving rapid increases in output at low cost through 
industrialization and improvements in agricultural 
inethodB."(28) 

Central Investment 

Concerted efforts have to be made not only to develop agri¬ 
culture but constant attempts have to be made for rapid Indus¬ 
trialization of the state. It Is distressing to note that central 
investment in the industrialtzation of Uttar Pradesh has l)een 
smaller than in other states. Out of a total Investment of 
Rs 1856.57 crores in centrally sponsored projects during the 
three Plans, the four states of Madhya Pradesh, Orissa, We.st 
P.engal and Bihar accounted for Rs l,428A8 crores or nearl.v 
77 per cent of the total. (29) Uttar Pradesh had no Investment 
on central or state sponsored projects during the first Plan. 
TTierc was no investment on central projects during .second Plan 
also even though industrial Investment by tho Government of 
India considerably increased, but an investment of Rs .*1.24 
crores was made in state projects.(.30) It was only in the third 
Plan that Investment in centrally sponsored projects in Uttar 
Pradesh was Rs 71.44 crores. Besides, the state government 
Incurred wn expenditure of Rs 9.29 iTores on industrial deve- 
lopment.(31) 

Thus, investment on industrial projects in Uttar Pradesh 
has been'inadequate; the index of industrial production in 1962 
for Uttar PradMh was 136.0 as against 149.0 for all the states. 
Similarly, the value of mineral production per capita of popula¬ 
tion in 1903 was as low as Re 0.05 in this state, compared to an 
' average ct Rs 4.T0 for all the state8.(32) It has bivn pointed 
out that the shortage of power and “the almence of basic 


minerals, entreiirencurial class”, (33) are the main facton kt- 
hlbitlng the industrial progress of this state; otherwise the state 
rxwsesses good potentiidities to devi-top agro-industrial units 
and cottage industries. It may be mentioned here that "in 
countries with a severe papulation problem governments tend.' 
however, to support the small-scale and Inefficient industry, for 
the reason that it is usually a big employer of labour, even if 
this policy is nut in the be.st interest of development. .. .thr.ie 
stresses and strains of development greatly complicate the pro¬ 
blem of a rational economic programme and Its fiiiance.”(S4) 

Utilisation of industrial Potential 

It is encouraging that the central government has decided 
to .start here six large and medium industrial projects during the 
fourth Plan. These projects include the setting up of a heavy 
pump and rampreiisor project and a heavy structural project 
at Allahabad, n .steel foundry at Naini (Allahabad), a foundry 
lurgt! for Heavy Blectricals at Ilardwar iind a tractor and a 
matching implements factory at Ramnagnr (Varanasi). It is 
ul.so reported that Bareilly has good potentialities for develop¬ 
ing into an industrial complex. I,et us hope that the state gov- 
ernmeut will lake etfei-tive steps, without delay, to litillse the 
iiidustrifll ixdcntiaUtieK of the state. 

Unfortunately nature, too. has been Unkind to this rela¬ 
tively bacliward slate. The recent unprecedented drought 
conditions have adversely affected 41 out of 54 districts, includ¬ 
ing nearly r)4.(l0i) vt'lages and 6(1 inilliun people. (35) The 
drought caused a damage of nearly Rs 110 crores to the kharif 
crop and spoiled the prospects of rabi .suwing.(36) The central 
goveniment allocated a sum of Rs 11 crores for schemes of pro- 


RECORDS AND STATISTICS 

A Quarterly Bulletin of “Eastern Economist,” 
this publication surveys important developments 
in each quarter in the various fields of the natio¬ 
nal economy as well as in the world economy, 
organizes its material in a convenient form and 
illustrates it with diagrams, graphs and charts. 
Its features are a business roundup, an analysis 
of markets and an investment supplement. 

The Bulletin averages 64 pages and is priced 
at Rs 4 per copy. The annual subscription is 
Rs 10. 

Inquiries regardin'; subscription and adver¬ 
tisements may he addressed to; 

The Manager, 

The Eastern Economist Ltd . 

Post Bex No. 34, 

New Delhi-1. 



58 EASTERN ECONOMIST January 10, 196® 


duetion in the drought affected areas.OT) The ieentie raised 
monthly allotment of foodgrains to Uttar Pradet)i from 88.000 
tons to 00.000 tons per Rionth.(38) Steps were taken to start 
test relief works, provision of more fair price shops, cheaper 
credit facilities for irrigation purposes and increase in mhii* 
mum wages in different regions of the state to provide relief 
to the drought stricken people. 

Threat to Integrity 

An economically backward state poses a great threat to the 
integrity of a federal structure. The centre must give greater 
attoitlon to the development of Uttar Pradesh. The state must also 
make earnest efforts to increase savings because “as long as In¬ 
vestment opportunities are numerous there are reasons to think 
it better t^t the necessary resources should be provided by volun¬ 
tary savings, rather than by tbs compulsion of excess taxation, 
with its possibly harmful side effects. It is further thought 
desirable that a fair proportion of saving should be done by 
private Individuals rather than business, since otherwise the 
power of growth is unduly concentrated in existing com- 
panles.'’(38) It is encouraging to note that Uttar Pradesh 
secured the top position in the Notional Savings Collection in 
1886-67 despite severe drought condltlons.(40} The state gov¬ 
ernment must make efforts to harness the unutilised irriga¬ 
tion potential and unemployed manpower so that the agricul¬ 
tural situation of the state improves—a step vital for building 
a sound base for industrialisation In the future. It is also hoped 
that the central government will change its step-motherly 
treatment and will give adequate assistance to Uttar Pradesh 
government. 
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WINDOW ON THE WORLD 


Flight from Money 


E. B, 

IF ONE thine is cletir in the European—nnd far wider— 
world of finance and trade it is that in IfiOD leaders in 
those fields and in eovemment will need to keep their heads 
and avoid scrupulously the merest suspicion of panic. 

It may look odd to make such a remark about presumably 
hard-headed bankers and businessmen or even about mure 
flexible politicians. But the position about money supply and 
currencies is at present so unsatisfactory and, in part, .so 
unstable that the calmest of people begin to act oddly. 

There is widespread unrest among workers and students 
which shakes confidence inside Italy and France; for more 
to the point—there is an enduring lack of eonftdence in tlie 
value of money in Britain whicli results in grossly inllated 
buying of goods from curs to cigarettes which, not only in 
Britain, raises a constant shadow of inflation. Worst, perhaps, 
of all, these instabilities—the continued weakness of the pound, 
the threat of inflation to the dollar and the anxieties of other 
currencies—are resulting in rash economic academic theoriz¬ 
ings on money and how to handle it. leading to an increasi' 
in personal and public alarm. 

At the moment there is, on a small but threatening scale, 
a flight, not from this or that currency, but from money. 

It must lie a world task in 1969 to stop that flight, to calm 
public nerves and to set international linance on a more 
reliable track. 

I 

The prospects are not altogether reassuring that these ends 
will be achieved. U is, in fact, probable that unrest in the 
world monetary system will last for years. This gloomy 
prospect is made the more probable by the obvious division 
in thought that exists on either side of the Atlantic. For 
while President-elect Nixon’s economic advisers sec salvation 
for International monetary values in putting currencies uii 
floating instead of fixed exchange rates this idea finds liltlo 
favour in Europe. 

European Rejection 

In Britain the Chancellor of the Exchequer appeared .■ 
${)eak somewhat in favour of the idea curly in Oecember 
when he stressed the need for further evolution of the mone¬ 
tary system, though he made no direct reference to a floating 
rate of exchange. The British government's attitude was made 
quite clear later in the month by the Prime Minister who. 
without actually turning down the idea of a world monetary 
conference, said it must be held only, if at all, “after really 
adequate preparation through existing channels.’’ Even more 
definite in rejecting the idea of floating exchange rates was 
the Cennan Central Bank president, Br Karl Blcs.sing. wno 
declared that such an exchange rate would stimulate disinteg¬ 
ration and could easily be used as a means of political pressure. 
The Governor of the Bank of Italy commented that a flexible 
exchange rate would lend to nationalism and protectionism. 

Similarly, the OECD (Organization for Economic Co-ope¬ 
ration and Development), comprising the non-communist world's 
21 most highly developed nations, sees nothing wrong with 
the present system of international financial control or with 
the fixed exchange rates determined at Bretton Woods. The 
system was a reflection of national policies. The answer to 
present weaknesses, in OECD’s opiidon, is for governments 
to ease contradictory and self-defeating pressures by co-ordinat- 


BROOK 

ing their economic programmes. Adjustments were essential 
and fur no country could an adjustment be painless. 

in an inteniatiunal condition where the threat of specula¬ 
tion in very large sums of money, so far from having eased, 
apiM'ars to be more probable than ever before and in greater 
intensity there is a good deal to be said for listening attentively 
to so dispassionate and so capable u body as the OECD. One 
(>r its soundest pieces of advice is to stand still and remain 
intact in a world of swirbng changes. There would be great 
danger, in ptesent conditions, in dismantling existing restraining 
policies. 

% 

Within a relatively short time two new powerful official 
Iiielurs will have bwn adder] to the situation. The new US 
I’residrat will state his administration's altitude at bis inaugu¬ 
ration on January 20 ami the Commoii Market will oulline 
Its projiosals for u new Ivpe of mechanism in monetary 
co-operation on February IS, 

Advice to Prcsident-«*lcct Nixon in favour of a llontlng 
exchange rate nnd of calling a sunimii conference with leaders 
of nnn-eommunist industrial nations to restore order in the 
inlornational monetary system is increasing in volume. The 
(.'hiiirmaii of the House International Finance Sub-committee, 
Mr Keuss, has .idded his counsel on this score to that of a 
liaiicl ut academic economists who had already urged the 
virtues of oversetting Bretton Woods and adopting a floating 
exchange rate. 

Confusion and Alarm 

The volume of high-level advice to change or to conserve 
the existing system of monetary control has the unintentional 
efiect of confusing and alarming people in Europe and the 
USA and of increasing the neivousness of the world’s major 
money markets Those not actually nervous are at least 
Dessimistic. 

These circumstances also make it all the more necessary 
to consider carol idly what all this advice and all these terms 
mean. It i.-; also wise to examine how much of the proposals 
arc rcull}' new and not remedies or tudliatives that have been 
tried before. Tliorc has lieen a welter of plans and proposals 
siiiee 1921 nnd public memory in such matters is short since 
tile material is mostly unattractive. 

1'he root of present troubles is the development of specu¬ 
lative “hot money" traffic that exists only in financially 
unhealthy situations. This movement of large sums of money 
fiom one couniry to another is inoro ofimi protective than 
malicious profit sc<-kliig--lhough the latter element certainly 
exists espeei-illy where political factors come into consideration, 

Ihe fact that the central bankers have, so fur, been 
unable lo eiiiitrol this traffic and that they ri'ccive little or 
no help from ttie politicians means that here is, despite OECD, 
some inadequacy in present controls and international flnuncbig 
arrangements or that they are used insufficiently and loo 
t.itc A "flouting’’ exchange rote would be an easy way out 
for the liankcrs since it would relieve them of all responsibility 
while currencies found, mostly by sinking, their levels and 
iuined in a savagely competitive stniggle tor position. 

A “floaflng’' rate is not a new idea. It has been tried 
before and it is signlfirant that after each period of fluctuating 
exchanges the large trading countries have returned with 
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relief to fixed exchange rates. This does not mean, of course, 
that history would necessarily repeat Itself but It is a warning 
not to make wild changes. 

The present disorders are by no means the product only 
of politics or of speculation. The pattern of world trading 
has changed considerably in the last 25 years and private 
purchasing has not yet fully adopted to this fact Whereas 
before, manufacturing countries were largely selling one another 
diiferent things they arc now selling often the same things 
to one another; this fact has made a tremendous difference 
to the international flow of money. It is largely this fact 
that has necessitated, or at least produced, a whole scries 
of support and equalization plans. They go back to 1931. 
Since the last war control orgonlzations have grown in number 
and there have been at least half a dozen more plans. 

The latest is the “swap" idea, the result of a memorandum 
produced by the foreign exchange managers of four central 
banks—of the USA, West Germany, Switzerland and Italy— 
which set up machinery to take the strain when it became 
too groat tor a luitionnl currency. A “swap" provides that 


funds flowing to a particular country are returned to those 
naUons that lost them. 

This plan was a turning point In international currency 
co-operation; its usefuUness and significance is shown by 
the fact that in five years since it came into operation the 
volume of “swaps" has grown from $50 million to over $7,000 
million. 

If more use were made of this mechanism it could probably 
kill iii-intentioned currency speculation by making it too costly 
and render legitimate large-scale movements of intemational 
currency less necessary. Fortunately, an expansion of the 
"swap" agreements is at present under study. 


While It remains to be seen what Mr Nixon will propose 
from Washington and the Common Market from Brussels It 
would seem wise to heed the calming voice of the OECD and 
to leave it to the professionally bank-controlled “swaps" to 
preserve currency values rather than to subject them to further 
uncertainties in the risky days ahead. 


Singapore Seeks a Future in Industrialisation 

DAVID Carpenter 


IN THE troubled region of south-east Asia. Singapore is a 
comparative haven of political stability and progress. These 
factors, combined with a dynamism among its people, give 
rise to a good deal of optimism that Singapore--the newest 
and the smallest independent nation in south-east Asia—will 
thrive. But the going will not be easy. 

Now in its third year of Independence, this small island 
republic has reached what is probably the most critical point 
In its development For now, in addition to the problems 
common to all developing countries. Singapore has to cope 
with the rapid withdrawal of British forces from its military 
and naval bases 

Almost since the foundation of Singapore, the City of the 
Lion, by Sir Stamford Raffles nearly 150 years ago. the 224- 
square-mile island has been dependent economically on the 
British garrison and its extensive entrepot trade. 

Untmployment Problem 

As the trading po.st of south-east Asia the island is still 
thriving. But trade expansion cannot provide enough addi¬ 
tional employment for its fast-growing population. The 
number of unemployed or underemployed now probably total 
between 50,000 and 100,000. These numbers will be consider¬ 
ably swelled by the British withdrawal. The military facilities 
provide employment for about 40,000 civilians, about three- 
quarters of them Singaporeans. Add to this a natural growth 
in the labour force of around 20,000 a .vear, and the magnitude 
of Singapore's problems is nearly complete. 

But not quite. The storm clouds that threaten the whole of 
the region cannot help but cast a shadow over this small 
community with its contrasts of colonial elegance, oriental 
temples, and the fine modem architecture of low-rent apart¬ 
ment blocks and commercial buildings. 

Up to now troubles elsewhere in south-east Asia have not. 
apart from Indonesia's confrontation, hindered development 
in Singapore. Indeed, there is no doubt that’ the Vietnam 
conflict and the 1967 Hong Kong riots have noticeably stimu¬ 
lated business development. 

But just as easily, a disturbance nearer home could rapidly 
undo the island’s phenomenal progress. The considerable 


Five years ago Uie Govenunent of Singapore eat- 
abilahed, with assistance from the International 
Organisation (ILO) and the United Nations Development 
Programme (UNDP), the Light Industries Service Unit 
as a key feature of its industrial promotion drive. The 
phase of ILO and UNDP association with this successful 
project is now ending. In this article, a British journalist, 
David Carpenter, describes Singapore’s efforts to promote 
employment and prosperity through industrialls.otloc and 
the place of the Light Industries Service Unit in the 
government’s plans. 


unemployment created by the British withdrawal (tiuld upset 
the applecart with no, or very liltle, pressure from outside. 
Singapore's task then is a race against time. The emnnm y 
must be developed fast enough to knock some noughts off 
the unemployment .statistics. 

No one rec-ognlses the dangei more clearly than the forceful 
Premier of Singapore. Leu Kuan Yew. Mr Lee’s People’s 
Action Party has governed since Singapore became self-rulina 
if 1959. 

The government’s whole economic strategy has been 
directed towards industrialisation, which Is keeping up a rate 
of growth inconceivable In developed countries. For Singapore, 
with limited resources of its own, this means attracting foreign 
investment. 

Responsible for this is the Economic Development Board 
(EDB). Under Mr Hon Sul Sen, the chairman, the targets 
i’ has set for itself are formidable. 

Even lietore the announcement that the British withdrawal 
would be accelerated, the EDB was aiming to attract US $300 
million a year in new investment. To beat the unemployment 
problem jolis needed to be created at a rate of 10,000 to 12,000 
a .year. The EDB calculated that it takes US $7,200 new 
investment to provide each new job. 

Since 1985, the business .of attracting new investment, 
particularly the vital foreign investment, has not been so easy. 
When Singapore and the Federation of Malaysia decided to 
go their separate political ways, Singapore loat Ita easy armf 
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to • market of some 10 million people. To combat the effects 
of this loss, the government brought in new ftscal Incentives 
in 1967. These are reported to have attracted a lot of Interest 
from potential foreign investors 

As far as Singapore is concerned, its mein attraction to 
the foreign industrialist are the opportunities for investmmt. 
yiitancial incentives are attractive and there is an abundant 
supply of well-educated labour. 

The generous financial incentives include a five-year tax 
holiday to approved projects, an option to write off fixed 
assets in on^ one year, duty-free Import of equipment, double 
allowance for overseas marketing expenses against tax. and 
tariff protection. The profits tax on approved pioneer enter¬ 
prises has been reduced from 40 per cent to 4 per cent for a 
minimum of IS years. Still furUier inducements offered to¬ 
wards the end of last year included reduced tax on royalty 
payments and on interest paid on manufacturing loans from 
overseas. 

In addition, the Economic Development Board really goe.s 
out of its way to help prospective investors, even to finding 
suitable factory sites when necessary. In the seven years or 
so since the government has been actively promoting indus¬ 
trialisation, about 230 pioneer projects have started up. This 
represents a total investment of US $108 million, halt of it 
coming from overseas. 

Last year about 1,000 enquiries came from po.ssible in¬ 
vestors all over the world. To promote more, the EDB has 
set up offices in a series of overseas cities, and in other places, 
such as London, the Board is represented by the Singapore 
Trade Commissioner. 

Labour-intensive Industries 

In its bid to attract new industry, the Singapore g(jvem- 
ment is particularly keen to help establish a series of labour- 
intensive Industries with a good export potential. Part of the 
drive to attract new industry has been the establishment of 
the Jurong Industrial Estate, in the south-weiJt comer of the 
island. 

Eventually this vast industrial area will cover 17.000 acres 
of reclaimed jungle and swamp land. In the first six years of 
the project about a fifth of the area has been prepared for 
industrial development. More than 80 factories have been set 
up, providing employment for 7,000. Two-thirds of the em¬ 
ployees live in specially-built blocks of flats close by. 

Much of the industrial growth in Singapore has taken place 
on the Jurong Estate. Pinal figures for 1987 are expected to 
show that induatrial output grew even faster than the Hi per 
cent of 1966. 

Part of future industrial development will depend on 
Britain's promise of substantial aid to cover the traces of its 
withdrawal- from Singapore. Even though aid is a poor sub¬ 
stitute for investment in solving the island's problems, it has 
already been useful in a number of fields. 

A very good example of how successful aid can be is a 
project toi set up a light Industries Service Unit (US) backed 
by UWDP. The LIS is one of some 30 projects in the manage¬ 
ment development field currently being executed for UNDP 
by the International Labour Organisation in developing coun¬ 
tries. The Singapore government originally planned the LIS 
as a coni'entional five-year technical assistance project with 
lotemational experts to advise small factories (the great 
majority) on various aspects of industrial develoiment. But 


It soon became clear that the approach could be made more 
sophisticated. 

So. in addition to running courses and consultancy ser¬ 
vices, it was decided to set up a loans service to provide 
capital for development. In its first four years the US granted 
loans to 171) Arms totalling US $1 million. The results have 
been spectacular. As a direct result of the loans, additional 
output valued at US $3.3 million has been chalked 
up, and no less than 800 new Jobs created; a very good rate of 
return even in Singapore. Not one bad debt has been recorded, 
and commercial banks now carry 90 per emt of the risk. Pre¬ 
viously there had been very little bank finance available to 
buy new equipment or to provide working capital. 

When the ILO's contribution in setting up the LIS etided on 
August 31. 1088, ail the services, Including loans, were com¬ 
pletely taken over by Singaporean counterparts to the inter¬ 
national experts. This project has demonstrated clearly that 
it is not just financial aid Singapore needs—the government 
contributed more than half of the total US $1.8 nniUion eost 
of the project, and firms have been willing to pay for con¬ 
sultancies and to attend courses. Whnt Singapore needs most 
at its present stage of development is as.slstance in technical 
and managerial development 

Fliir for Enterprise 

This .should not lie taken to suggest tack of entrepreneurial 
flair among the Singaporeans. Quite the opposite. One of the 
most enthusiastic users of the facilities offered by the LIS is a 
young girl running a tyre remoulding business. In two years 
she has taken over two other companies, and landed rome largo 
regular contracts. The firm’s main plant gleams with the most 
up-to-date equipment available, and employs many of the 
managerial devices found in firms in the most industrialised 
countries 

Not all the local industry can claim this .sort of success. 
But most demonstrate a tremendous keenness to learn when 
the knowledge is available. One example is a textile firm 
which had no management accounting procedure and carried 
on quite happily thinking it was working at a profit. Close 
.study showed in fact it was not. It set about putting things 
right straight away, with the aid of the Light Industries 
Service. 

Sometimes this type of know-how assistance has unexpected 
results. An electrical engineering firm which had a quality 
problem beat it by sending six of its staff on a quality control 
course. After a time problems arose ag-iin—but only after five 
of the six trained staff had left to start up business In their 
own right. 

It is just this sort of dynamism among its people and gov- 
ernmoit that lends credibility to their hopes to be able to beat 
the awesome employment problem. Faced with a similar pro¬ 
blem some other countries might be taking stop-gap measure,s 
to avert economic trouble. But Singapore is aggresively seeking 
solutions that will last. If it finds them it will not be by 
chance. 


GROW MORE 

SAVE MORE 

WORK MORE 
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Issue of 1,47,000 Equity Shares of Rs. 10/> each at par & 10,000 *A* 


NUCHEM PLAI 

Registered Office : 54, Indusfj^ 


fXISTISG AMO PROPOSED ACTtVITiES 

The p'eOeceseor ol this Company namely M/s. Ratlanchand Har|a* 
srai (Plastics) Pvt. Ltd. was incorporated on 8.8.1BS1 as a Pvt. Ltd. 
Company In the Stale of Punjab. M/s. Rattanchand Harjasral 
(Plastics) Pvt Ltd were carrying on their manufacturing activities 
at Verka in the Dislt. of Amritsar, in 1958, the above Company 
purchased land at Fandabad, New Industrial Township where started 
one of the divisions for the manufacture of Plastics Moulding 
Powders. Later in 1958 the above Company shitted Its entire 
activities to Faridabad where It was functioning tilt 1967. Tha 
Ragislarad Offtce of the above Company was also shifted to 
Faridabad N. I. T. In October, 1967. tho above Compeny’s name waa 
changed into Nuchem Plastics Ltd. vide latter No. 775-P/5859 
dt. 13.10.1967 of the Govemmrmt of India, Company Law Board. 

The Company waa initially engaged In the Moulding of Plastic 
Buttons. In the year 1965 an agreement was entered into with 
British industrial Plastics Limited, Birmingham, England for 
TECHNICAL COLLABORATION for manufacture of Urea Forma¬ 
ldehyde and Melamine Formaldehyde Moulding Powders and Resins, 
The agreement had coma to an end In 1905. The Urea Formaldehyde 
Moulding Powders ore used at raw materials lor manufacture 
ol Buttons. Radio Cabinets, Etectrlcal accessories. Toilet seats. 
Crockery Tablewares etc. and the Urea Formaldehyde Resins have 
application at binding adhesive for Plywood, Hard Board and Chip 
Board industries. After successful production of U. F. Moulding 
powders, further expansion was unitertaken in the year 1959-60 
Tha plant for the manufacture of Urea Formaldehyde Resins was, 
also added, in the year 1965.' Tha Company In the year 1963 started 
an Enginaaring Division equlplng itself to produce Dios and Toola 
lor producing Moulding Tools to meet demands of Tools lor Plas¬ 
tics, Rubber and Electrical Industries, which had hitherto been 
Imported. 

The Enginaaring Division is self auflictent in Heat • Treatment and 
Hard Chromium Electroplating processes. 


PtAMT AMD MACHINERY 

The Company has obtained an Import Licence lor Impd 
equipmertt tor the Formaldehyde ProjecL Ordera lor the .. . 
ment have been placed and Lie has been opened. The ecpiipmeft 
will arrive at site by July, 1969. Orders for tho Indlganoui 
equipment are being placed and tbo Company Is hopeful o 
starting trial production as mentianad aarllar l.o. Oacambar, 

M/a. R. L. Dalai A Co-. Bombay, have bean appointed - ai 
conautting enginaert (or execution of the proJecL 

DIViOENO DECUREO 

30.8.64 30.8.65 30.8.88 

71% Nil NU 


80A.67 




(Provlslonj 


FUTURE PROSPECTS AMO DiViOENDS 

Tha Company as a Private Ltd., Company haa bean declarir 
dlvldanda as and when desired by tha Ofrtclors as ft has bar 
ploughing back Its profits mostly due to which it has bet 
accumulating large Reaervas. In March, 1687, the Compaicv issue 
Bonus sharaa in the ratio 1-8 by captUUsIng Rs. 4,96,800/- out < 
accumulated Ratarvss. i 


The Company will be able to aave Rs. 300/- par ton by way of frsigi 
and packing charges only whan the plant begins to produc 
Formaldehyde at the site. Thair praaant consumption of Forma 
dehyde being 8400 tons per annum which is likely to Increase t 
5000 tona/annum or more by the time the plant comes im 
production. The Company will.have Rs. T to9 lacs of saving 
immediately. 

The Directors feel confident to be able to declare high and reguir 
dividends after the project is completed and comparsi bM'^ 
to have its own Formaldel^de. '' 


Thua the Company Is able to meet tha demand ol all types ol Urea 
Formaldehyde/Malamlne Formaldahyde Moulding Powders. Resins 
and Moulding Tools for Plastics Induslriea In the Country. 

Since lat. October, 1906 the Moulding Division of the Company has 
been separated and has bean sold to M/s. Rattanchand Harjaarai 
(Mouldings) Pvt. Ltd. which is being run by them Independently. 

The Company now proposes to undertake expansion in their 
Chemical Division and manufacture Formaldehyde one ol the Basic 
Raw Matariala required for production ol U. F. Moulding Powders 
and Resina of thermosetting type. 

LOCATION 

The above plant ia located at Faridabad In the State of Haryana at 
Bm factory alte where tha axiating ptonta of tha Company at# 
already working. Faridabad Is on the main Delhi - Mathura broad 
guoge railway Una and ia connected by road. 

MAW MATERULS 

The main raw materials lor the production of Formaldehyde are 
Methanol and air. The other chemicela required to a minor extent 
are Cauaiic Soda, Catalyst etc. The Company is assured of the 
supply ol the necessary raw material. Methanol from Fertilizer 
Corporation ol India Ltd.. Trombay UnlL 

PURPOSE OF THE PRESENT ISSUE 

The object of the present issue Is to proHde finances required for 
the settmp up and operation r.l a plant for manufacture ol 
formaldehyde Chemical at Faridabad (Haryana). 

PROGRESS OF THE PROJECT 

The cmstruction work has alerted. It la expected that tha 
Installation ol (he plant will be completed by the end ol 1068 and 
the plant will be worked on. trial production In December 1000. 
Commercial oroductlon wilt be taken up in early 1070. 
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YES! 

You can obtain 
Produot Improvemont 
with Cost Roduction 
In your industry 
with 





EXIRDSIOIIS 

Lightness, corrosion resistance, good 
surface finish, along with strength and 
combination of properties—you can obtain 
all at low cost with HINOALCO Aluminium 
Extrusions. There are endless applications 
in every industry using fabricated metai 
shapes as components of assembly. A sin¬ 
gle aluminium extruded shape substituted 
for other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduction in cost. 

Extrusions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal properties needed in a wide range of 
sections—rods, bars, angles, channels, tees, 
zeds, I-beams, H-sections, hollow shapes 
or semi-hollow shapes or special shapes. 

Why not investigate the possibilities of 
Aluminium Extrusions application in your 
industry? It will pay you handsomely to 
do so I Please write to: 

HINDUSTAN AUMINIUM 
GONPOMTIONITD. 

Works: Ronukeot, U.P. 

Offiws: BOMBAY 

delhi4;alcutta.madras 
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THE .US President-elect, Mr l^ichard Nixon, celebrated his 
daughter's marriage some days ago. He did not wait till he 
had moved into the White House, which he would be doing 
shortiy. This is rather strange. We in this country like to 
arrange these things diHerently. Is it not a well-known fact 
that many of our ancients in public office had lingered or are 
lingering at their posts in order that, apart from everything else, 
their grandsons or their grand nieces could be married off in 
style? 

It seems to me that the Supreme Court judgment in the 
Chenna Reddy appeal is altogether perverse. It is clearly 
iKid in law and bankrupt of common sense. How an upoeal to 
the Muslim section of the electorate to exercise its vote in favour 
of one Hindu candidate rather than another Hindu candidate 
can l)e held to be an unfair election practice involving the ex¬ 
ploitation of communal passions or sentiments passes luy 
comprehension. What the law in question intends to provide 
against, surely, is that an appeal should not be made bv or on 
liehalf of a candidate to members of his own community to votc 
for him on the ground that he belongs to their community. In 
this particular instance, the charge is that an appeal was made 
to the Muslim voters not to vote for Dr Chenna Reddy's 
opponent (who is a Hindu even as Dr Reddy is a Hindu), but 
to vote for Dr Reddy on the plea that the former was a Hindu 
communalist in whose hands the interests of Muslims woulu 
not be safe. I am not concerned here with the question 
whether the awusation made against Dr Reddy's oppuiienl 
has substance or not. All that I am concerned to point out is 
that this cannot be construed as an appeal made on com¬ 
munal grounds as is contemplated in the relevant law. 

Indeed. I would go so far as to say that it should nut only 
not be reganlcd as an unfair election practice, but it should 
also be accepted a.s legitimate election propaganda for a 
candidate, his sponsors or workers to seek to enlist the sup- 
nori of any particular community by claiming that he would 
be a more satisfactory custodian or advocate of the legitiinatc 
interests of that community than his opponent is likelv to be. 
So long as religion and caste are facts, they have got to he 
accommodated in a reasunalile way within the norms of pub¬ 
lic life or political activity. 

1 should also point out that the Supreme Court judgment 
has a quality which Is not of the world in which we. includ¬ 
ing our judges, live. It is a fact of our political life that 
many political parties have organised Ihemselves and are 
functioning in terms of sectional interests as defined bv reli¬ 
gion. caste or community. It is also a fact that the selection 
of- candidates by political parties is clearl.v being guided l>y, 
among other considerations, the extent to which a prospect 
may appeal to this or that considerable communal or caste 
element in a constituency. Given this context, the interpreta¬ 
tion which the Supreme Court judgment has given to what 
constitutes an unfair election practice of appealing to com¬ 
munal sentiments or passions compels me to ask whether it 
has not been said somewhere that "nothing is law that is not 
reason". 

* « 

The attitudes of aggression and violence which the 
Marxist communists in Tamil Nadu have brought to bear on 
their activities among farm labour were certainly responsi'olc 
for the chain of t •ents which culminated in the holocaust of 
December 25 in which 42 persons, mostly women and children, 
were burnt to death In Kilavenmani village in Thanjavur 


district, when a hut in which they had taken refuge 
was set fire to. While there is naturally *grcut public, 
rc-sentment at the outrage and the state government may he 
esr>ecled to be held to account not only by the people of the 
state hut by the people uf the country as a whole for bringing 
the culprits to justice and restoring law and order in the 
troubled area, the Marxist faction in the state is evidently 
determined to exploit the situation for exleiiding and per- 
Ijetuating a slate -of lawlessness and violence in the affected 
region and lieyoiKl. Already, under the pretext of. reprisals 
for the Kilavenmani massacre, in which the families of 
Marxist-led farm labourers were the victims, the conimunist 
faction seems to have initiated a campaign of waylaying, 
.issaulting and otherwise intimidating non-communist farm 
labourers in the southern districts of the state. At this rate, 
there is bound to l)e a widespread revulision uf public opinion 
in all parts of the .state against the coimnunists as a political 
party. This w bound to destroy what meagre prospects there 
ever were of the communist participant in the triangular 
election contest at Nagarcoil securing any appreciable support 
among the voters. 

The Congress party in Tamil Nadu is naturally trying to 
turn the implieations uf the communist-engineered unrq^t in 
the state's "rice bowl" to its electoral advantage. Mr Kumoruj has 
been quick to address to the UMK leadership the rhetorical 
question how at all that party couid still be puliticailv allied 
in any manner with the communists in the state/ There is, 
moreover, little doubt that the DMK has suffered in prc.stigc 
and political aulhority us a result of tlu* happenings in 
Thanjavur and this mu.st detract from the value uf the support 
which this party has extended to the Swatantra candidate 
who is expected to offer the main oppissitiun to Mr Kamaraj 
in the Nagarcoil contest. The mystique of the DMK st*ems to 
lie wearing out fust with the people having started in lose 
confidence in its capacity to govern. 

There is. uf course, much more in all this tlum merely the 
matter of Mr Kamaraj or even ihe Congress winning or losing 
at Nagarcoil. The critical issue is whether, at a time when 
comiuuni.st factions across the country seem to lie in the pro¬ 
cess of developing a grand strategy for disrupting public 
security and upsetting law and order in the nation, there is 
enough a.ssurancc that the various state governments will be 
lioth willing and able to act effectively in containing the danger. 

So far as the DMK ministry is concerned, its record has 
not been reassuring. 1 should not be arg-aing, of course, 
that a judgment could be passed on the worth or purpose of 
a state government merely in the light of some stray episodes 
of I’iolencc in its area. The Kilavenmani happening, how¬ 
ever. Is a diflerent story altogether, it ran reasonably be infer- 
ivcl that tension should imve lieen building up iti the village and its 
neighbourhood for some time before the actual tragedy. The DMK 
i.dministration's obvious unprep^redness, even if most charit¬ 
ably interpreted, can only mean that it just docs not have 
the political maturity, nor h.is it acquired thi- administrative 
experience nee.U-d for anticipating and, if po-sslble, avoiding 
such organised threats to public security or law and order. 
With the Chief Minister having to tie careful about his physical 
condition, while his chief lieutenants evidently arc incapable 
uf acting independently of him except in intriguing against 
one another, the DMK administration must now he said to he 
on its trial, with time running out on it. 

V.B, 


66 


EASTERN ECONOMIST 


January 10, 1969 


Trade Winds 


COLUBOflATiONS AND EXPORTS 

ADDRESSING THE twentieth mcetinfi of the Central Advisory 
Cuuncti of Industries recently in New Delhi, the union Minister 
for Industrial Devc-lupnient, Mr Fakhruddin All Ahmed, an¬ 
nounced imporlanl changes in government policy WJ foreign 
collnborutioni The government would not permit stipulation of .r 
any export restriction by foreign parties entering into collabora¬ 
tion with Indians, he added. He made it clear that when the 
t’.vistmg cullahorutiiin agreement.^ which limited exports came 
up for renewal, the restrictions should Ijc totally elinoinated 
or substantially lemoved. In the event of the foreign colla- ' 
burator nut agreeing to this course of action, renewal of 
agreements' would not be permitted. The Koveriimeut pro- 
po.sed to stringently scrutinize future agreements to eliminate 
export restrictions, the approach being that the agreement 
should allow free export to all countries except i>crbaps the ^ 
country of the foreign collaborator or the countries where the 
foreign collaborator had joint ventures in the same field of 
prmtuctiun. In low-priority or nun-essential fields of pro¬ 
duction where foreign collaboration was not generally allowed, 
the minister indiealed that a relaxation might be made pro¬ 
vided the foreign coUaboralor agreed to underwrite a major 
.share of the production for exports. Mr Ahmed sold the., 
existing policy of not allow’ing foreign collaboration in trading 
activities might l>e relaxed where such collaboration was ex¬ 
clusively aimed at augmeiding export sales. The minister 
also announceil a series of measures to promote exports of 
nun-traditional industrial pioducts. 

INOO-IRAN TRADE PANEL 

India and tran will set up a joint machinery at ministers' 
level to work out measure.s for ei-onomic, commercial and 
technical co-operation. Also, os a first concrete step in colla- 
huration, the two countries will sign an agreement on techni¬ 
cal CO operation which will form the tiasis for individual 
projects. The decision to set up the joint machinery was 
taken ul the insiam-e of the Shah of Iran, who reportedlv ex¬ 
pressed u wish that some concrete steps should be taken before 
he concluded his 12-(lay lour of this countr.v. Mrs Gandhi 
warmly reilprocaied the gesture. 

ORDINANCE ON CUSTOMS ACT 

A major step dc.signed to curb smuggling was taken on 
January it when President Zakir Husain promulgated an ordi¬ 
nance to amend the Customs Act. A bill to amend the Cus¬ 
toms Act towards this end could not be dispiised of during the 
winter session of Parhainent, The ordinance embodies most, 
of llie provisions of the 1)111. It cunlalns regulatory 
provision.', for curbing smuggling of silver out of the country. 
While the r.gulatory proxdsions pertaining to silver will apply 
to a "stjccified area" extending to .50 kilometres along the 
western coast of India, certain other provisions in respect of 
••notified'' foreign goods under it heads will operate 
Ihroughuut tile country. 

Broadly, the pruvi.siuns of the ordinance are that every 
person possessing silver bullion and coins exceeding Rs 1,500 
in price •••hall have to intimate to the gazetted officer of 
Customs coni'erned within seven days particulars of the place 
where such silver is kept. He will also have to maintain 
accourils in the prescril)ed manner. After that period silver 
exceeding this value shall not be kept in any place which has 
not already been intimatefl. Transport of silver from, into or 
within the ''specilied area", will have to be under cover of 
serially numbered transport vouchers used by the seller or 


the owner, but there is an exemption for transport of silver 
ol a price up to Rs 1,000 within a city, town or village. In cer¬ 
tain specified circumstances, the transport voucher must be 
countersigned by an officer of Customs. The provisions also 
require that except for petty sales up to an aggregate price of 
Rs 2,50) in a day. sales may be made either on receipt of 
payment by cheque drawn by the purchaser or after observ¬ 
ing certain prescribed precautions to ensure that the pur¬ 
chaser is not a fictitioii-s person. Contravention of any of these 
measures will make the silver liable to confiscation under the 
Customs Act and the persons concerned to the penal provi¬ 
sions of that Act. 

On the import side, the regulatory measures will 
operate throughout the country iii respect of the following 
notified goods of foreign origin; Watches, synthetic yarn and 
metallised yarn: fabrics, saris and knitted wear, made wholly 
or mainly of synthetic yarn; alcoholic liquors; cigarettes, 
cigars, manufactured tobacco, cigarette lighters and flints; 
lountain pens, ball point pen.s and propelling pencils; per¬ 
fumes. cosmetics, adjustable safety razors and blades, playing 
cards, battery-operated toys transistor radios, transistors, 
stereos, tape recorders and tapes and cartridges; electric ap¬ 
pliances, shavers, hair dryers, mixers and liquidisers, auto¬ 
matic toasters and irons, photographic cameras, flashguns and 
films. Broadly, the measures require that any person possess¬ 
ing ''notified" goods, except for personal use, shall, within 
seven days, intimate the place of storage and give a state¬ 
ment to the gazetted officers of Customs I'uncerncd indicating 
details identifying particulars as specified in the rules in res¬ 
pect of "notified” goods. Persons po.s,s<*ssing "notified’’ goods, 
except fur personal use, will also have to maintain accounts 
in the prescribed form and manner. 

INVESTING IN ETHIOPIA 

India would be extremely happy to help Ethiopia in the 
economic field, Mr G. D. Birin stated in Addis Ababa on 
December .'11. Mr Birla, addres.sed a crowded gathering com¬ 
prising Ethiopian and foreign industrialists, businessmen and 
bankers, at the Addis Ababa Chanilier of Commerce. He 
indicated that his educational institutions in India would 
train young Ethiopion.s in the art of trade. 

He suggested that power and communications should be 
given top priority in the development programmes of Ethio¬ 
pia and other African countries. From what he had seen 
during his short sojourn in Ethiopia, he firmly believed that 
it had a bright future. Mr Birla said he had advised mem- 
liers of the Indian business community in Addis Ababa that 
il they wanted to do business in Ethiopia, their objective must 
be to create prosperity for the people of Ethiopia, to help them 
in learning the secrets of trade. He disclosed that the Birla 
group was planning to expand its business operations in 
Ethiopia, but did not say in what specific spheres. He men¬ 
tioned the possibility of the group ultimately starting a 
factory for the production of paper from bamboo olun or from 
some other wood in order to make Ethiopia self-sufficient in 
this product. Ethiopia has large bamboo forests all along the 
western region. The Ethiopian Minister of Commerce and 
Industry, Mr Abebc Retta, who presided, expressed admira¬ 
tion for India's induistrial development. 

GUJARAT INDUSTRIAL DEV. CORPN. 

In the six years of its working Wtween 1061-62 to 1966-67, 
Gujarat Industrial Development Corporation had constructed 
103 factories in four places of Gujarat at a total cost of Rs 80 
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lakh*. The corporation raUed the tempo of development **• 
during the year 1967-68 substantially and had under¬ 
taken construction of 331 factories in 13 places in Gujarat at 
a total cost of Rs 3 crores. Out of this amount, nearly Rs 75 
lakhs were contributed in cash by the industrialists and the 
balance was provided as long-term loans from the GIDC to 
the Industrialists. In addition, the corporation, during the 
lest six months, had already plaimed and had undertaken 
constnfction of 258 more factories in 22 more areas, making 
a total coverage of 35 places in different districts. More thati 
half of these factories were being constructed in rural and 
semi-rural areas of Gujarat. The chairman of the corpora¬ 
tion. Mr Manubhai Shah, hoped that these 590 new factories 
ranging in investment from Rs 1 lakh to Rs 5 crores 
would be completed by June 30. 1969, with a total in¬ 
vestment from the GIDC of about Rs 6 crores and the balance 
fiom the industrialists. The corporation was also undertaking 
a programme of establishing rural workshops and factories 
for self-employed technicians and engineers as per the new 
scheme of social control on banks. 

MOKE EXPORn TO U.S.S.R. 

A high-powered Soviet delegation will arrive at New Delhi 
in February to finalise the long-term trade agree¬ 
ment between the two countries. This was revealed recently 
by Mr P. C. Alexander, leader of the Indian delegation, which 
returned to the capital from Moscow after signing the 1969 
trade protocol l>etween India and the Soviet Union. Explain¬ 
ing the details of the annual trade plan concluded in Moscow, 

Mr Alexander stated that exports to the Soviet Union during 
1969 would be pegged at Rs 160 crore.*:, some 20 per cent more 
than last year, while imports to India had been fixed at Rs 84 
crores. The trade plan had envisaged imports from the USSR 
<it Rs 107 crores during 1968, but it is feared that it may now 


-Yeach only Ra 70 crores. During the year, for example, ImUa 
did not buy earth moving machinery equipment, mining equip¬ 
ment etc. from the USSR because substantial indigenous capa¬ 
city had been developed in the country. 

EXHIBITION OP OFFICE MACHINES 

Mr Mohd. Shafi Quresbi, Deputy Minister for Commerce, 
inaugurated an exhibition organised by Blue Star In New Delhi 
recently of business machines from the German Democratic 
Republic. Mm C. Bauer, Director, Exhibition and Chief Dele- 
gate from Buerumachinen Export, Berlin, was also present at 
the occasion. A wide range of office machines is produced in 
the German Democratic Republic, These machines are noted 
lor their high standard of ouality and performanre, thus, 
making them imiiorlant rationalization aids In science, indus¬ 
try and commerce. The office machine industry of the GDR 
i.'i backed up by a long tradition and employs some 40,080 
people, many tif whom liave a life-long experience In this 
particular line of manufacture. 

Indian Economic Aaooeiatlon: Inaugurating a four-day 
golden jubilee session of the Indian Economic As.sociation, Mr 
Moraiji Desai stated that the problems that required urgent 
attention in the next phase of development were those of en¬ 
larging internal resources for development, acreleruting our 
progress toward self-reliance and, in general, creating the 
necessary managerial and organisational capability in the 
country. 

Bonn Credit for Ships: The We.st German government 
and its leading. .shipyards have offered credit worth Rs 60 
crores for the expansion of India’s merchant fleet. Bonn has 
offered to extend credit worth DM 300 mllliuti to finance 
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the cun»trurtion of new vesselA (or Indian ihipyards. Theie 
credits comprUe one-third in capital aid, repayel^ in Sffi years 
with a grace period of seven years and carrying three per cent 
interest and two-thirds in “hermes” credits, repayable in ten 
years and carrying interest at ten per cent, 

Joint-Ventures In Malayala: Malaysia has asked Indian 
industrialists to speed up their proposals for setting up Joint 
ventures, and ‘‘join tiuickly in the multi-sided development*' 
of that country. An Indian industrial delegation, which re¬ 
cently toured Malaysia, was clearly told that regardless o( the 
historical ties Iietween the two countries, “Malaysian industry 
would not wait for Indian technology and expertise indeLnlte- 
ly". During Its five-day tour of Malaysia in November, the 
delegation also found that Industrial opportunities In that 
country had aroused csinsideraUle Interest in cupital-cxport.ng 
countries ond foreign investment was fairly free and fast. 

(Jardboard Kaow-how For Malayala; The Regional Re¬ 
search Laboratory, Jorhat, will help Instal a cardboard fnetory 
in Malaysia under an agreement entered into recently with a 
Malaysian firm. The laboratory has suld to the firm techni¬ 
cal know-how it has developed to manufacture cardboards 
from sawdust, paddy husk and groundnut hu.sk. which nor¬ 
mally go waste. The factory will be installed by Indians. 

Runlsn Tractor IHstrlbutiOD: The Ministor for State for 
Food and Agriculture, Mr A. P. Shindc. disclosed recently 
that the Soviet Union had agreed to the distribution of Russian 
tractors through the state-owned agro-indu.strial corpora¬ 
tions. Earlier, Russia was insistent that the tractors should 
be distributed through a private Indian firm of New Delhi 
which hud been distributing Russian tractors over the past 
few years, 

Indo-That 'frade Pact: India and Thudand recently signed 
their first trade agreement. Commerce Minister. Dinesh 
Singh, stated that the agreement was fur one year with a pro¬ 
vision lor automatic renewal. At present we have a deficit 
balance of trade with Thailand. 


bdo-niai Venture: A cnllaboration agreement between 
Indian promoters and a Thai corporation to .set up a re-rolling 
steel mill in Thailand with a production capacity of .50.000 tons 
of iron rods and bars, has been sanctioned by the Government 
of India. An Indian re-rotling plant will iw the contribution 
of the Indian collaborators, It will be shipped Ijv the end of 
December 1069. 


Asian Payments Union; An Asian plan of trade exp.-in- 
slon, supported by a payments union, may be launched within 
a year to promote economic co-operation among the Asian 
countries. Trade preferences, commodity agreements and a 
regional shipping pool may be some of the distinct features 
of tho plan. Mr Dinesh Singh, who reported to Parliament 
on December 17 on the formation of a council of ministers for 
Aslan economic co-operatiun, told newsmen that since the 
council would comprise ministers of various member govern¬ 
ments, it would be able to mobilise the political will which is 
necessary to push ahead on action programme for economic 
co-operation, 

Canadian Vlfbeat Agreement: Canada has agreed to pro¬ 
vide this country with about 15 million bushels of wheat, 
valued at 30 million Canadian dollars fits 19.05 crores) Mr I 
Mitchel Sharp, Canadian Secretary of State for External I 
Affairs, announced in Ottawa on December 16. 



Nit 

vmiBFUin 

imnuT 


UNOIEIM 

To wtry flopre^vfrinQ pfobUm-ll nolAum It tht tniwtr I 
For bottor Living I 

MOIA ilNOVIUMt LTD. 14. KMiw tuMr km. Cgl«niw.|) 


Janiuury 10, 1969 


EASTBRN ECONOMIST 


71 


Company Affairs 


DELHI CLOTH MILLS 

DR BHARAT Ram, Ouirman, Delhi Cloth and Qencral Mills 
Co. l.td., Delhi, stated at the annual i^eral meeting held 
recently that the textile industry in the country was 
experiencing serious trouble so that many units faced 
threats of closure. Me added that to maintain standards in 
this industry, the government had to help in the process of 
rehabilitation in a massive way. Even in a country like Japan, 
he added, where the textile industry was comparatively 
modem, the government formed an organisation colled the 
Textile Industry Rationalisation Agency aimed at advancini; 
$.100 million for the reorganisation of the textile industry. 
The programme involved reolacing 2,8 million obsolete 
spindles, out of a total of 12.5 million spindles, with 900,0(10 
automated spindles. Similarly, 3,000 obsolete looms were to 
be replaced with 175,000 new ones. In that country, looms 
of 13 years and over were considered obsolete to enable the 
Industry to maintain high standards of productivity. Conse¬ 
quently, Dr Bharat Bam stressed the fact that the government 
in this country should also assess the problem correctly and 
offer assistance in an adequate manner. 

The chairman pointed out that rayon tyre cord and PVC 
units at Kota were facing competition because production was 
more than demand which led to a decline in prices. He added 
that sugar and vanasputi factories of the company recordi'd 
good performance. He stated that the fertilizer unit at Kota, 
in which the company had invested n targe amount, would 
commence production shortly. The unit, he added, was being put 
up in record time. He was hopeful that this unit would raise 
the profitability of the company. Taking into account the 
immediate financial needs, he added, the directors had con¬ 
sidered it proper to restrict the cash dividend on ordinary 
shares to six per cent and to issue ordinary bonus shares 
in the proportion of one share for every Rs 250 of paid-up 
ordinary shares by capitalising a part of the general reserve. 

PARRYS CONFEaiONERY 

Mr H. V. R. Icngar. Chairman, Parrys Confectionery l,ld. 
in his statement to the shareholders issued on the occasion 
of the annual general meeting of the company, revealed that 
sales during the year ended September 30, 1988 recorded an 
increase of 15 per cent over the previous year to touch a 
figure of Rs -1.82 crores. Its profit, however, dropped to 
Rs 20.61 lakhs, as against Rs 27.29 lakhs a year back, before 
providing for taxation. The directors, he added, had recom¬ 
mended a final dividend of 11.50 per cent which made the 
total distribution on ordinary share capital at the rate of 
IH per cent, the same as during the previous year. 

Mr lengar pointed out that an excise levy on confectionery 
with effect from March 1. 1968 at «0 pnise per kilogram had 
adversely affected the industry because consumers’ resistence 
had developed on account of increase in the price of final 
products. He added that the Industry’s repeated requests to 
the government for relief had been without any concrete 
results. Production and sales of this unit had suffered appre¬ 
ciably, he added, while units in the unorganised sector with 
their products of doubtful quality exempted from excise levies 
were capturing the market. He also pointed out that lower 
nfitake in- the organised sector would naturally cause a decline 
in the revenue to the government. 

The chairman stated that in spite of considerable moder¬ 
nisation brought about to the factory, possibiUUes were being 
explored to further improve machinery with the introduction 
of latest tectmiquM. In the context of exports, he pointed 


out that to the absence of incentive, the company could confine 
its efforts to the extent absolutely necessary. 

ASHOK LEYLAND 

Mr A. Ramaswami Mudaliar. Chairman, Ashok Leyland 
Limitp<l, stated at the annual general meeting held recently 
that the company proposed to pursue the expansion programmes 
in spite of certain difficulties. The company raised finance 
for this purpose by means of a sterUng loan of £1 million 
from the Industrial Credit and Investment Corporation of 
India Ltd, and a debenture loan of Rs 2 crores, which was 
fully taken up and allotted. He stated that the finance thus 
raised would be utilised for the erection of building and 
plant to increase the indigenous manufacturing content of the 
Beaver and Hippo types. 

The chairman indicated that the company hud followed 
rnrisistently a policy at progressive advancement to techniques 
and In that context several engineers were engaged In diver¬ 
sifying production. He added that the new Jumbo Chassis 
received quite encouraging response from the market. The 
dnublc-dcck chassis with nearly 60 per cent indigenous content, 
and dumpers of heavy tonnage were being well received in 
the market 

Mr Mudaliar imiicateil that the company cxpUired overseas 
markets for the export of Comet Chassis and succeeded iu 
obtaining orders from Ceylon. He further added that Messra 
Leyland Motors Ltd. the collaborators, fell confident that 
during the current year considerable progress would be made 
in the export business. 

In spite of the fact that the company recorded a slightly 
lower tuniovcr than the previous year, the chairman revealed 
that a dividend of eight per cent subject to tax was maintained 

AjVDHIA TEXYILE MILLS 

The Ajudhia Textile Mills IJd, enters the capital market 
on January 10, 1969 witli an issue of 5,000 cumulative redeem¬ 
able preference shares (1(1 per cent) of Rs 100 each. The 
priscnt issue of preference shares is redeemable at par on 
expiry of 12 years from the date of tssiic. ’I'he entire issue 
has bewi underwritten and the suliscription list will close on 
January 16. 1969 or earlier at the discretion of the directors 
but not before January 13. 1909. In 1960, the company under¬ 
took tlie exiMinsion programme so that the spindlage increased 
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trom 12 000 to 26,000 as on March 31, 1368. '.iXfac expansion 
in the weaving department has been taken up in putting up 
the automatic looms and modem printing and processing plant 
involving a capital expenditure of Ks 30 lakhs. The company 
has negotiated for the purchase of machinery. A part of the 
finance has to be raised by the present issue. The company 
has an authorised capitiil of Rs 50 lakhs made up of 700,000 
etiiiity shares of Rs 5 each and 15,000 cumulative icdeLmabic 
preference shares of Rs iOO each. Issued capital is made up 
of 315,000 equity shan.s anil S.!16S cumulative redeemable 
preference shares (10 per cent). 

TEUFJNKEN 

Telcfunkcn India Ltd will enter the capital market tm 
January 14 with an issue ot 282,.500 equity shares of Rs 10 each. 
The issue will close on Januar}' 23, or earlier, at the discretion 
of the directors but not belure January 16, 1060. The 
authorised rupital of the company is Rs 1.50 crorcs and the 
issued, subscribed and paid-up capital is Rs 48.75 lakhs. The 
present issue has been un.'lenvritten. The company, established 
in collaboration with Telefi nken A.G., West Germany, proirases 
to manufacture radio sets and electronic components for which 
it has obtained industrial licences from the union government. 
The company has taken steps towards the expansion ot the 
manufacture of electronic components. The factory Is located 
at Unllabgarh, nearly 24 miles from Delhi. 

NUCHEH PLASTICS 

Nuchem Plastics Ltd propo.se.s to enter the capital market 
on January 16. 196!) to raise Rs 24.70 lakhs to finance 
expansion of its chemical division and to manufacture for¬ 
maldehyde, a basic raw maicrial for the production ot urea 
formaldehyde moulding powders and resins. The issue wiU 
close on January 27 or earlier but not before January 18, 1969. 
The company has an authorised capital of Rs 1 crore, 
comprising Rs 75 lakh.s in equily shores of Rs 10 each, Rs 
15 lakhs in 'A* 9.5 per cent redeemable cumulative pi'eterence 
shares of Rs tOU each and Rs iO lakhs in preference shares of 
Rs 100 each. Of the present Issue of Rs 25 lakhs, the directors, 
their friends and employees litwe subscribed for 3,000 equity 
shares for Rs 30.000. 7'hc balnncc of 147,000 equity shares 
and 10.000 'A* 9.5 per cent redeemable cumulative preference 
shares are to be offered for public subscriptiun. Of this, 
the ent-re preference Issue of Ihji 10 lakhs and equity shares 
for Ks 4 lakhs have been underwritten by the Life Insurance 
Corporation, the Industrial Credit and Investment Corporation, 
Unit Trust of India and Haryana Slate Industrial Developmort 
Cloriioration. The balance of 107,000 equity shares have been 
guaranteed subscription by the directors, their friends and 
relatives. 

The company has been manufacturing urea formaldehyde 
moulding powders for over a decade. These moulding powders 
arc used as raw materials for the manufiictiirc of a variety 
of plastic articles like bultons, radio cablucls, rlrctric acces¬ 
sories. crockery, tablewares, etc. It started an engineering 
division in 1063 to produce dies and tools to meet growing 
demand tor tools for plastics, rubber and electrical industries. 
A plant w.ns put in 1963 for the miuiulacture of urea 
formaldehyde resins, which are used as binding adhesive lor 
plywood, hardboard and chipboard Industries, Work on the 
new plant for the munufiicture of formaldehyde has already 
been started near the present factory site at Furidabad. 

INTERNATIONAL COMPUTERS 

Internationat Computes (India) Ltd ha.s plans of expan¬ 
sion of its manufacturing activity in India. Mr William Hall, 
who was till recently in charge of the company'a regional office 
at Midlands in the UK. of International Computers and Tabu¬ 
lators I.td, has now taken over us the marketing director 
let. (India). He stated recently that ICL has already sold 
three computer machines in India and expects to sell in all 
seven machines before May. 1069, under the brand name of 
l.C. 1901 A. The company expects to sell in all about IS 


cpmputeza daring 1969. He added that the management 
expected to neport their machines overseas, mainly to the UK 
in timea to come. The company has plans to manufacture 
aa many as 56 machines at the Bangalore factory during the 
next four years. 

VOLTAS 

The directors of Voltas Limited have recommoided a 
dividend of IS per cent less tax for the year ended August 
31, 1968, same as last year. The company's sales have risen 
by 14.5 per cent over the year from Rs 64 crores to Rs 61.83 
rrores, but the profitability bas not been commensurate with 
the saies. The profit has gone down to Ks 234.47 lakhs from 
Rs 355.24 lakhs ,n the previous year. After providing Rs 
S1.9U lakhs lor depreciation, Rs 162 lakhs lor taxation and 
Rs 3.50 lakhs for development rebate reserve, the net profit 
is again lower at Rs 77.07 lakhs compared with Rs 82.22 
lakhs last year. The whole of it has been transferred to 
general reserve. The proposed dividend will claim Rs 64.94 
iakt.s and is to be paid out of the general reserve. The sales 
exclude consignment sales at Ks 5.70 crores. The company 
has set up a new division for the promotion of exports known 
as international operations division. Apart from promotion of 
extorts the division will try to export Us know-now and 
joint coUaburatiuns for manufacture abroad. The company 
has on hand orders for export valued at Rs 20 lakhs to begin 
with. 

HINDUSTAN-PILKINGTON 

The directors of the Hindustan-Filkington Glass Works 
Limited have announced an interim dividend of five per cent 
on the ordinary .shares for the year ended December 31, 1968. 
This is payable to those shareholders registered as on Januaiy 
2.S. Since 1967 when oU arrears of preference dividend up 
to and inclusive of that year were paid off, the progress of 
the company is reported to have been maintained despite the 
difficulties of the flat glass industry. The working results 
for the current year have been quite salisfaetoty. 
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BOOKS BRIEFLY 

Promise or Peril ? 


Tin New Industrial State: J. K. Galbraith; Oxiord & IBll 

Publishing Company; Pp. 427; Price Rs 28. 

Reviewed by 8. S. M. UESAI 

This is a new booh by the author ul ‘The Great Crash' and 
•The Affluent Society.' This Introduction should suffice to 
make the reader mthusiastic about the book. 

The capitalistic system has undergone fundunienlul 
changes in its structure in recent yeans. According to Prof. 
Galtwalth the most striking development of our times is that 
a small uum! ei of industrial giant corporations “technically 
dynamic, massively capitalized and highly organized" actwunt 
for the major pciticn of all industrial activities. This indus¬ 
trial system is the dominant feature of the New Industrial 
State. 

Modem industry uses highly specialized technology which 
means systematic aoplication of scientific or other organized 
knowledge to practical tasks. According to the author im¬ 
portant consequences follow from the use of this type of 
technology. An increasing span of time separates the begin¬ 
ning from the completion of any work. Sophisticated techno¬ 
logy also means an increase in capital that is committed to 
production aside from that occasioned from increased output. 
With increasing technology the commitment of time and money 
temls to be made more inflexibly to the performance of a 
particular task. Further, it requires specialized manpower. 
The inevitable counterpart of specialization is organizaiion 
which alone can bring the work of specialists to coherent re¬ 
sults. All this necessitates detailed planning. Conditions .it 
the time of completion of the whole task must bo foreseen 
and steps taken to prevent the effects of adverse develop¬ 
ments and to ensure that what is ultimately foreseen even¬ 
tuates in fact. The more sophisticated the technology, the 
greater in general will be all of the foregoing requirements. 
Technology also puts the problem of planning beyond the 
reach of individual industrial firms. Technological compul¬ 
sions (and not ideological or political considerations) require 
the firm to seek the help and protection of the state. As a fact 
thc.se are the imperatives of technologr. 

Extensive Planning 

The increased use of technology with its accompanying 
commitment o( time and capital is forcing extensive planning 
on ail industrial societies. As viewed by the economist, plan¬ 
ning consists of replacing prices and the market as the mecha¬ 
nism for determining what will be produced by an authorita¬ 
tive determination of what will be produced and consumed 
at what prices. Vertical integration, the control of prin-s 
and consumer demand and absorption of market uncertainty 
by contracts among firms all favour industry to replace 
market forces by detailed planning. 

The modem giant corporations supply themselves with 
the capital they now use in massive amounts from out of their 
own earnings wholly under their control. This means that in 
their direction, unlike the former entrepreneurs, they are not 
responsible to their owners but entirely to themselves. It is 
hord to overestimate the importance of the shift in power 
Few other developments, according to the author, can have 
more fundamentally altered the character of capitalism. The 
decision in the modem business enterprise is the product not 
of individuals as in the old capitalist system but of groups. 
The groups are numerous and subject to constant change in 
composition. Each contains men possessed of the Informa- 
flon or with access to the information that bears on the parti¬ 
cular decision, together with those whose skill consists in ex¬ 


tracting and testing this information and obtaining conclu¬ 
sion. It is what makes modem business possible. Effective 
power of decision is lodged deeply in this group consisting of 
technical, planning and other specialized staff. The author 
rails this group "the Teehnostructure”. 

The members of the teehnostructure who are the paid 
servants do not get the profits that they help to maximize. 
The will to make profits is "like the will to sexual expression", 
a fundamental urge. But in modem business corporation this 
urge of the technocrats operates “not in the fbrst person but 
third.” it is unfortunate that in teaching the theoretical 
model-building, the modem large corporation is mostly ignored. 
The motive to effort has changed. The simple pursuit 
of personal profit does not explain the behaviour of the 
modem organization man. 

What then aie the goals of the teehnostructure and how 
are they pursued? In the chapter on "The General Theory of 
Motivation”, the author explains that in addition to pecuniary 
Compensation (which is different from -profit motive) com¬ 
pulsion, identification and adaptation motivate the members 
of the teehnostructure. The collective influence of these four 
may be called “ the motivating system” of the technostruc¬ 
ture. This means pecuniary compensation is only a small part 
of a large motivating system operating in the inner circle of 
a modern corporation. This is another fundamental change 
which capitalism has undergone. Goal of Uie teehnostructure 
is technulogical virtuosity. 

Control Over Prices 

Industrial planning requires that prices be under control. 
Modern technology with its vast commitment of time and 
capital required for production cannot afford to leave prices 
to the vagaries of the unmanuged maiket. The prlce.s there¬ 
fore arc manipulated to secure the goals of teehnostructure. 
It minimizes the risk of loss and helps to maximize tlic growth 
of the firm. Also the prices must be low enough to facilitate 
the expansion of sales of ever-increasing goods and at the 
same time high enough to provide earnings to finance growth 
and keep stockholders content. Price competition with its 
attendant dangers must be prevented. Such manipulated prices 
arc readily reconciled with accepted social goals. All this 
means that price mechanism as conceived traditionally has tor 
all practical purposes ceased to be a guiding influence in 
capitalism. It has been extensively replaced by "planned 
decision as to what will be produced, at what prices and tor 
whom." This is the “Revised Sequence". 

All these structural changes in the capitalist system imply 
also change in the relation between the stats and industry, 
which is no longer dominated by private entrepreneurs. The 
state is strongly conwrned with the slability of the economy 
and its growth. On the ground of national defence, it is also 
concerned with education and scientific advancement. The 
goals and the needs of the modern stale have their counter¬ 
part in the goals and needs of the teehnostructure which re¬ 
quites stability in demand, framed manpower and govern- 
menl underwriting of research and development. “At each 
point the govcriunent has goals with which the teubnostruc- 
ture can identify itself*. This also implies that business cor¬ 
porations will hereafter lie passive rather than active in poli¬ 
tics. These changes in the capitalis*. .system have also 
important implications for the cold war. Both systems, capi¬ 
talist and socialist, are suliject to the imperatives of indus¬ 
trialization. For both this means planning which in all cases 
means setting aside the market mechanism in favour of price 
control. The two systems may use different techniques .if 
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planning but agree on goals. Both systems solicit beliet tor 
what serves the goals ot Industrial mechanism. Instead ot the 
contrast leading to Implacable conlllct, a mote evident econo¬ 
mic tendency is convergence. 

But the author has however rightly pointed out that “the 
industrial system is only o part and relatively a diminishing 
part ot life”. Aesthetic goals will have pride of place and 
those who serve them will not be subject to the goals of the 
industrial system. If other goals are stronglv asserted, the 
industrial system will tall into its place responsive to the 
larger purposes of the state. The future of the modem society 
therefore depends upon how willingly and effectively the in¬ 
tellectual community assumes responsibilities for political 
action and leadership. No society, capitalist or communist, is 
Immune to, the impact of technological and industrial develop¬ 
ments. There Is promise for the future, but there is also peril. 
The author gives his views on how we should be guided if the 
promise is to be realised, that is if we are to be the master of 
the industrial state and not its servant and victim. 

To read Prof. Galbraith's book is always both education 
and pleasurgi He communicates easily and spiritedly with the 
layman as also the specialist. His phrases In earlier books— 
'the conventional wisdom’, ‘the countervailing power’, etc— 
have already made their way into English language. He has 
now given a few more that will stick—'the Terhnostructure’, 
'the Revised Sequence’, ‘the Educational and Scientific Estate’, 
etc. Abstract analysis Is mixed with vivid illustrations from 
a wide field. The author has the knack of giving delightful 
details (especially In Illuminating footnotes). It Is rarely that 
a deep thinker combines scholarship with a .sense of humour 
In the manner Prof. Galbraith docs. For those who have read 


his 'The Affluent Society*, this book will come m a splendid 
tour de force. Gone Is the theory ot the countervailing power 
which Is rejdaced by a system where different sections and 
interests happily and inevitably converge. Do they really con¬ 
verge so beautifully? The picture appears too optimistic to 
believe. 

The author has made a searching analysis of industrially 
advanced western societies and the reader gets a new insight 
into their working. It Is a pity that modem economic theory 
Btlll uses the classical model of capitalism to explain the 
working of the pr^ent capitaliat system in western countries. 
There Is no doubt that the thesis of this book will be the 
subject of study for mony years to come. The only drawback, 
if it must be pointed out, is that some of the themes arc re¬ 
peated too often and the entire thesis of the book could have 
been effectively compressed into half the size of the book. 

INDIA AND PAKISTAN 

Economle Relattons Between India and Pakistan: C. N. Vakil 

and C. Raghava Rao; Vora and Co. Pubiishera <P) Ltd; 

Pp. xil-l-214; Price Rs. 16. 

Reviewed by K. D. SHABMA 

What economic opportunities are lost when two neigh¬ 
bouring countries do not co-operate? What Impact do econo¬ 
mic relations have on the political relations between neigh¬ 
bouring countries? The authors believe that a clear under¬ 
standing of these questions can lead to a lasting solution of 
political problems facing both India and Pakistan. 

The book is divided into three parts. Part I is a repro¬ 
duction of “The Economic Consequences of Divided India” by 
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Mr C. N. Vakil, published in I9S0. The authors maintain that 
it has been Included to assist the reader in having a continu* 
ous view of the Indo-Paktstun problems in their historical 
perspective. This chapter may be oi Interest to research 
workers and to students of the history of intematiraial rela* 
tions, though it could have been sufficiently tcducad for the 
common reader without affecting the main theme of the book. 

In Pari 11 of the book the authors discuss a few of the 
ret^nt economic problems facing both the countries. Rehabili¬ 
tation of displaced persons is the first problem discussed. 
During these 20 years the displaced persrnis from West 
Pakistan have been completely rehabilitated in India. The 
situation in West Bengal is different. It was an overpopulat¬ 
ed region and with the inflow of refugees from East Pakistan 
in greater number than per.sons migrating from here, it has 
reached the “saturation" point from the rehabilitation point of 
view. This inward flow has not stopped even today. Neither 
has it been possible to rehabilitate all the refugees. There 
still exist refugee camps in West Bengal. This migration of 
population cost millions in terms of scarce capital to both the 
countries. Secondly, the govt^nments of both the countries 
were faced with the task of evaluating the worth of the 
immovable properly left by the migrants. It has not l)een 
possible till now to arrive at any satisfactory solution of this 
problem. Nor has the reference to an international court of 
justice, as suggested by India, been agreed to by Pokistan, 
Implementation of the banking agreement regarding transfer 
of mobile assets is also far from satisfactory. In the matter 
of settling the pension and provident fund dainis, the Govern¬ 
ment of India has worked relatively quickly. The value of 
both movable and immovable property left b.v migrants from 
India is much less than that left by those who migrated from 
Pakistan. Exodus of non-Muslims from East Pakistan still 
continues. The authors feel that if the Government of India 
had claimed and pressed Pakistan from time to time to pay 
the value of properties abandoned by non-Muslims in Pakistan 
the latter would have taken steps to stop displacement of the 
members of the minority community. 

Disruption of Trade 

While discussing the trade between the two countries the 
authors have rightly taken 1050-51 as the base year. We must 
remember the fact that before partition these regions formed 
one composite unit and had inter-dependent commodity move¬ 
ment. With partition this inter-dependence was completely 
(-•It off. The governments of both the countries did enter into 
a number of trade agreements, but still the trade between the 
two countries has not been established im a firm footing. 
Furthor for purposes Of analysis and understanding the 
mechanics of trade, the authors have divided the period from 
1950-51 to 1065-66 in three sub-periods i.e. (i) 1050-51 to 

1955-56; (it) 1055-56 to 1059-60; and (ill) 1060-61 to 1065-66. 
The authors have given a chronological account of events 
that led to trade agreements of 1955, 1957 and 1060. Since 
1965, the trade between the two countries has been suspend¬ 
ed. This suppression of trade has not. however, reduced the 
demands of both the countries, but they have to buy these 
commodities from other countries at high prices. 

In the last chapter of the second part the authors have 
discussed the financial problems that are pending solution 
before the governments of both the countries. The origin of 
the problems date back to 1648. when the sub-continent was 
divided. Here again the treatment of the problem is in the 
form of documented account of events. 

After discussing the Intricacies of the Indus water dis¬ 
pute, the authors suggest that this is probably the only pro¬ 
blem that bad been satisfactorily solved through the inter¬ 
vention of the World Bank and some friendly countries. 
However, the attitude of Pakistan can be appreciated from a 
remark recently made by President Ayub Khan "....the Indus 
waters treaty was not an ideal one, but it was the best Pak¬ 


istan could get under the circumstances". The suggestion 
has been made by the authors that various intematiaa^ 
agencies and some friendly countries should help both India 
and Pakistan resolve their unresolved problems. In my 
opinion the international ogendes or frimdly countries will 
never be able to bring about amity between India and Pak¬ 
istan There is only one way to solve these problems te. to 
force the leaders and policy makers of both the countrtes to 
sit at a conference table and leave them alone to solve their 
problems. This confrontation should be sustained one and 
should be based an mutual understanding. Reading through 
the book, the reviewer is struck with the monotony of style. It 
appears to be more like a "government” white paper on Indo- 
Pakistan ilslations rather than an academic exercise by peopie- 
who have knowledge and expertise. 
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COMPANY MEETINGS 

ASHOK LEYLAND LIMITED 

Speech delivered by Sir A. RaiMswami Kudaliar, K.CS.I., D.CL. (Oxen.), Chairman, Ashek Lcyiand 
Limited, to the Shareholdere at the Twentieth Annual General Meeting of the Company held on 4th 
January 1949 at Ennore, Madras-ST. 


<ientlcmf!n, 

1 have great pleasure In extoiding to you a cordial welcome 
to the Twentieth Annual General Meeting ol your Company. 
The Directors’ Report, the Audited Balance Sheet and the 
Profit and Loss Account for the year ended 80th September 
1S68 have been circulated to you and with your permission 
I Shan take them as read 


Aa the Balance Sheet and the Profit and Loss Account 
have disclosed, the year under review was a difficult one like 
the previous year. The total turnover for the year, though 
slightly lower than the previous year's turnover, has enabled 
us iust to maintain the dividend of R% subject to tax, with 
a surplus of about Rs 21.73 lakhs which will be retained in 
the Gmeral Reserve. 


There has been a groat deal of controversy regarding the 
effects of recession in the country. It is, however, encouraging 
to note a slight improvement in the offtake of vehicles notice¬ 
ably in the private sector. In the wake ol Central and State 
Governments’ pruning of their expansion programmes and the 
uncertainties still prevailing regarding plamiing, not much has 
happened to improve capital investment in the area of projects, 
public works and state transports. But yet, the recent Seminar 
held in Delhi on “International Investment—India” and the 
reported help of the World Bonk to the agricultural productivity 
of the country have helped to clear to some extent the depres¬ 
sion in the Industrial horizon and make one feel a little 
more optimistic that the coming year will record a general 
improvement In the economics of the country. It is a great 
disappointment to the Automobile Industry that Governments. 
State and Central, have so far given no relief by way of 
reduced taxation to vehicular traffic and the promised repair 
to mads falls far short of the assistance required to stimulate 
the overall economic functioning and development of the 
Industry. Vehicle manufacturers, dealers and operators are 
ready to meet the requirements dictated by the ensuing Fourth 
Plan period but to operate efficiently and economically they 
must have some relief from taxation and a bolder approach 
to road development. 

1 take this occasion to emphasise that the Government 
will be falling in their objective to hasten the agricultural and 
industrial progress of the country if, when pruning the Fourth 
Five-Year Plan, they do not give sufficient importance to the 
Road Transport Industry side by side with AgricuUur.’iI pro- 
<iuction. 

In my speech last year, I reported to you that your 
Directors had resolved to pursue the expansion programmes 
in spite of difficulties and with this end in view raised the 
necessary finance for eapitul expansion through a Staling 
l,oan from the Industrial Credit and Investment' Corporation 
of India IJmitcd and a Debenture Loan in Rupees ol Two 
Crores. I am glad to inform you that thanks to the generous 
response of financial institutions, Bonks and Insurance Com¬ 
panies, the Debenture has been fully taHien up and allotted. 


while the Industrial Credit and Investment Corporation of 
India Limited have provided a Sterling Loan of £. One million. 

As stated in my speech last year, we hope to have fully 
utilised these loans and completed the erection of necessary 
buildings and the installation of plant and machinery and 
Increased the indigenous manufacturing content of the Beaver 
and Hippo types considerably by the beginning of 1970. 

During this period of recession in the home markets, it 
is natural for your Company, along with other Companies in 
India, to explore overseas’ markets for exporting the Comet 
chassis. These efforts have been to some degree successful. 
In that orders were obtained for U»e Comet Vehicles from the 
Ceylon Transport Board. In the matter of securing export 
business for your Company, I am pleased to soy that our 
collaborators, Messrs. Leyland Motors Limited, have full iden¬ 
tity of purpose with us and feel quite confident that in the 
current year considerable progress will be made in the export 
business. 

Consistent with the progressive policy of the Company, 
the Company's Engineers have been engaging themselves in 
diversification of production and it is quite gratifying that 
the new Jumbo Chassis, on the designing of which the Engineers 
of the Company can take justifiable pride, has had a very 
encouraging response in the market and already the Order 
Book is taken up with demands from Projects which require 
this type of heavy duty vehicle. The Double-deck chassis 
which has been developed with about 50% indigenous content 
IIS well as the Dumpers of heavy tonnage are being received 
well in the market. 

I should like to place on record our thanks to our coUabo- 
raturs. Messrs Leyland Motora Limited, for their help and 
advice from time to time, and in particular for the unfailing 
guidance and encouragement we have received from Sir Donald 
Stokes, Chairman of British Leyland Motor Corporatirm and 
I am deeply thankful to him for the continuing interest he 
is taking in the development of this Company. 

f should like to express our special thanks to the Officers 
of the Central Government for the abiding interest they have 
taken in the development of this Factory and the helpful 
attitude they have always taken in solving our problems. 

] should like to express our sincere gratefulness to the 
State Government for the encouragement they are giving and 
the Interest they are taking in the development of this Factory. 

The good work done by the executives and other employees 
of the Company requires special mention and 1 would like to 
thunk them all on this occasion. 

Last but nut the least. 1 have to thank you all, the Share¬ 
holders of the Company, for your encouragement and support 
in our activities. 

NOTE: This does aot purpwt to be » record of the proeeedtagf 
of the Animal General Ntoetinf . 
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PARRYS CONFECTIONERY LIMITED 

The Fourteenth Annual General Meeting of the Company was held on 28th December 1988 at Madras. 
Presiding over the meeting, the Chairman, Hr. H. V. 8. Icngar, made the following points in his 
Statement to Shareholders. 


Sale* during the year ended 30th September 1868 amounted 
to Rs 4.62 crores as compared with Rs 4.01 crores last year, 
resecting an Increase of Rs 61 lokhs. In terms of volume, 
however, there was a marked drop and as a result, the net 
profit for the year, before deduction of tax, was Rs 20.61 
lakhs BE against Hs 27.29 lakhs last year and after providing 
for taxation, the net profit was Rs 7.11 lakhs compared with 
Rs 8.79 lakhs last year. 

The Directors have recommended a final dividend of 11.5% 
on the Ordinary Share Capital which together with the interim 
dividend of 8.5% already paid makes a total of 18% for the 
year, the same as for the previous year. 

Out of the profit of Rs 7,15,671 available for appropriation 
Rs 2,08,000 has been transferred to Development Rebate 
Reserve and the dividends, both interim and final, amount 
to Rs 5,04,000 leaving Rs 2,671 to be carried forward to 
next year. 

In the wake of partial decontrol of sugar in November 
1967, confectionery factories, who were till then allotted sugar 
at the controlled price, were asked by Government to buy 
it in the open market. In consequence of the high cost of 
free market sugar, a steep price increase In confectionery 
prices became inevitable. The cost of other raw and packing 
materials also rose. 

The hope expressed last year that conditions would stabi¬ 
lise to help maintain production was not realised because of 
an excise levy on confectionery effective from 1st March 1968 
at 8U paise per kilogram. A further increase in price had to 
be resorted to and with the earlier increases, prices were up 
by 40%. This has resulted in consumer resistance and many 
units in the organised sector are passing through a very 
difficult time. 


The industry’s repeated request to Government ter relief 
has been in vain. Production and sales figures have dropped 
appreciably during the year, whereas the units in the un¬ 
organised sector who have been exempted from the excise 
levy are capturing the market with products of doubtful quality. 

The low off-take in the organised sector of materiola 
subject to excise duty must necessarily cause an additional 
loss in revenue to Government, not to mention the loss of 
sales tax and corporate income-tax on lower sales and profits. 
If relief cannot be given by way of exemption from excise 
duty, the Government should at least restore the aUohncnt 
of controUed sugar to the confectionery Industry. 

Although a good deal of rehabilitation and modernisation 
has been effected at the factory, the possibility of further 
imports of machinery is being constantly explored to keep 
abreast of modern developments. 

In the absence of Improved incentives ond owing to the 
rise in the cost of production outstripping the present Incen¬ 
tives, our export efforts are confined to the extent 
necessary. 

Unless the Government of India consider favourably the 
mdustry's request for sugar at the controUed price, particularly 
as free market sugar prices are not likely to come down to 
the levels anticipated, it is expected that there will be some 
contraction in profits for the current year although everything 
possible will be done to effect economics in production and 
selling costs. 

N.B.: This does not purport to be a report ot the proeeadtaga 
of tile General Meeting. 

(The full text of the Speech has been sent to all Sharebolden}- 


The world market 
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Guidelines for Joint Overseas Ventures 


THE GOVERNMENT ol India approves joint overseas venues 
provided Indian inveslment is limited to the value of Indigenous 
inarhinery, equipment, tools, etc required for the new venture. 
The government does not aliow cash remittances for invest¬ 
ment abroad. 

Normally the government favours minority participation by 
Indian parties, l.e. up to 4S per cent. The Intention is that 
foreign locai parties should have majority participation. If in a 
particular case, the Indian party is in a position to supply 
machinery etc to a greater value than his equity participation, 
the government welcomes such a scheme as the excess machi¬ 
nery etc. could be sold straightaway for cash and to that extent 
it will mean an earning of foreign exchange. 

Usual import replenishments available to registered ex¬ 
porters will also be allowed on export of machinery for invest¬ 
ment as equity capital abroad. Machinery exported should be 
of Indian nuke; no second-hand or reconditioned machinery 
would be allowed lor export against Indian investment as it is 
feared that might bring us a bad name in the long run. 


The governm«it favours association of local parties in 
foreign countries; also local development banks, financial insti¬ 
tutions and local governments. As far as possible, Indian in¬ 
dustrialists should propose a turnkey job as this will Ughtat 
the responsibilities of the foreign local party. The government 
also favours Indian parties providing in their agreement with 
foreign parties for training facilities in India to nationals of 
the country of investment. 

After preliminary discussion with the foreign party by 
correspondence or visits to the foreign country, an outline of 
the proposed scheme for investment should be sent to the Gov¬ 
ernment of India for securing its approval in principle to the 
scheme. The outline scheme should indicate broadly the nature 
of the project, total cost, financing of the project, extent of 
Indian participation (including value of machinery, tools, equip¬ 
ment, etc.), scope for future export from India or raw materials 
or components etc. On receipt of the government's approval in 
principle, details may be worked out with the foreign party on 
the understanding that final agreement reached would be sub¬ 
ject to Government of India’s approval. 


JOINT INDIISTBIAI. VENTURES APPROVED BY TBE GOVERNMENT OF INDIA TO BE SET UP ABROAD WITH 

INDIAN COLLABORATION 


Country/Field of Collaboration Extrat of Indian Indian 

participation collaboration Date of Remarks 

(In Mill. Rs unless sanction 

otherwise indicated) 

___ 


Ethtepto 

Textiles 

Snap factory 

Woollen textile mill 
Plastic pRK*esslng plant 
Cloc’k assembly plant 

Subscribing to the share capital of 
M/s Fibre Share Co. of Ethiopia 

Razor-blade factory 


0.57 M/s Birla Brothers 

(P) Ltd., Calcutta 
1.00 Bombay Soap Factory, 

Bombay. 


0.85 Duncan Brothers, 

Calcutta. 

0.30 Duncan Brothers 

Calcutta 

0.04 Duncan Brothers 

Calcutta 

0.00 Birla Brothers (P) 

Ltd., Calcutta 

1.80 H. L. Malhotra & Sons 

(P) Ltd., Calcutta 


1959 In operation 

February 8. 1965 Likely to 
commence 
productioi 
soon 

June 16, 1985 In produc. 

tion 

August 4, 1965 
November 8, 1965 

October 28. 1967 The company 

is already in 
existence 

June 1. 1863 Abadoned 


-Ghana 

Manufacture of small wheel-type 
agricultural tractors 

Kenya 

Textiles 

Gripe water plant 

Pharmaceutical plant 

Manufacture of printing inks and allied 
producta 

Woollen textile mill 


0.54 

M/s Escorts Internatio¬ 
nal, Farldabad 

August 25, 1967 


1.66 

R. M. Goculdas, Bombay 

September 28, 1964 In produc¬ 
tion 

0.1 

K.T. Dongre & Co., 

Bombay 

February 16, 1966 

In operation 

0.25 

Karamchand Premchand. 
Ahmedabad. 

March 9, 1966 


0.52 

Mr N. L. Contractor, 
Bombay 

May 24, 1986 


2.1 

Raymond Woollen Mills, 
Bombay 

March 25, 1960 

Likely to 
conunGnc€ 
production 
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JOINT INDUSTRIAL VENTURES AFniOTED RI THE GOVERNMENT OF INDIA TO BE SET UP ABROAD WIW 

INI»AN COLLABIHtA'nON (Cantd.) 


Country/Field of CoUaboratlon 

, Extent of Indian 
participation 
(In Mill. Rs unless 
otherwise indicated) 

Indian 

collaboration 

t 

Date of Remarks 

sanction 

Manufacture of fluorescent fixtures 
and accessories 

0.15 

Premier Lit^ting Indus¬ 
tries (P) Ltd., Bombay 

April 14, 1966 

Light engineering complex 

2.1 

H. L. Malhotra & Sons, 
Calcutta 

July 12, 1966 In operation 

Cork factory 

0.76 

Indian Cork Mills. 

Bombay 

January 7, 1967 

Paper & pulp project 

13.80 

Birla Brothers, Calcutta 

April 16, 166R 

Ubya 

Pipes 

0.50 

Indian Hume Pipes,, 

Calcutta. 

September 16, 1963 Inopera- 
timi 

Asbestos cement products plant 

1.05 

Birla Brothers (P) Ltd.. 
Calcutta 

March 25, 1968 

NigecU 


Birla Brothers (P) Ltd., 

September 26,1963 In opera- 

Engineering goods 

1.60 

Calcutta 

ttOB 

Textiles 

4.05 

Birla Brothers (P) Ltd., 
Calcutta 

October 7, 1963 

Solvent extraction plant 

0.26 

Birla Brothers (P) Ltd.. 
Calcutta 

November 7.' 1964 In operation 

Palm kernel crushing plant 

0.67 

Birla Brothers (P) Ltd., 
Calcutta 

November 27, 1964 

Razor-blade factory 

1.60 

H.L. Malhotra A Sons, 
Calcutta 

January 2, 1965 

Pencil factory 

0.10 

Standard Pencil 

Factory, Madras 

December 14, 1964 

Tanzania 

Pharmaceutical plant 

0.2 

Mrs Sarla Somaiu, 

Bombay 

November 2. 1955 

Re-roUing miU 

0.50 

Mukand Iron A Steel, 

Works, Bombay 

January 10, 1967 Abandoned 

Uganda 

Sugar 

56.40 

Indian Consortium 

.Septemlwr 14, 1964 

Jute mill 

Not yet finalised 

Birla BrutherS) Calcutta 

April 25, 1968 

Zambia 

Construction company 

6.45 

R.M.Coculda8, Bombay 

January 3, 1068 

Enamelware factory 

1.00 

Bengal Enamel Works, 

October 16, 1964 

Re-refining used lubricants 

1.00 Shri N. V. Desai, 

Bombay 

SOUTH ASIA 

May 1, 1968 

Oqdon 

Manufacture of sewing machines 

0.51 

Jay Engineering Works, 
Calcutta 

1961 In operation 

Electro-static Tea leaves/stalk 
separator machines 

N.A. 

General Industries Co., 
Calcutta 

July 30, 1965 

Glass factory 

0.16 

Swastik Glass Works, 

Chanda 

January 28, 1967 

Manufacture of PVC leather cloth 

0.36 

Bhor Industries (P) Ltd., 
Bombay 

October 8, 1967 

Manufacture of trucks 

5.40 

Ashok I.eylands, Madras 

April, 1967 

Dnn 

Manufacture of non-ferrous semis 

0.25 

Kamani Metals A Alloys 
Ltd., Bombay 

March 9, 1964 In produc- 

ti«i 

Manufacture of spareparts, 
automotive components 

0.49 

Mahindra A Mahindra Ltd., 
Bombay 

November 7, 1066 

Trailer industry 

1.22 

Mahindra A Mahindra Ltd., 

January, 1964 Permlasimi 


Bombay 

withdrawn 

Electric Motors A Transformers 

0.75 

Electric Construction A 
Equipment Co., Calcutta 

February 8, 1065 

Hose pipes 

0.26 

Cosmos India Rubber 

Works, (P) Ltd., Bombay 

August 7, 1065 Abandoned 
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JOINT INDUSTKIAL VENTURES ATPROVEO'ST XHE GOVERNMENT W INDM TO BE SET UF ABROAD WITH 

INDIAN COLLABORATION (IMd.) 

...A_ 

Country/Field of Collaboration Extent of Indian Indian Date of Remarks 

participation collaboration sanction 

(In liDtl. Rs unless 
otherwise indicated) 


WEST ASIA 


In« 


Manufacture of concentrates for 

s.7e 

Parle Bottling Co. Pvt. 

September 18, 1M7 

soft drinks 


Ltd., Bombay 


LebaiMB 




Pestlcidal formulation unit 

0.42 

Dr A. Sarup, Calcutta 

July 26, 1867 

S. Arabia 




Manufacture of refrigerators, air- 

0.13 

Blrla Brotiiers (P) Ltd., 

January 7, 1965 

conditioners, air-coolers 


Calcutta 


Asbestos cement products idant 

2.50 

Birla Brothers (P) Ltd., 
Calcutta 

June 25, 1965 

Vanaspati plant 

1.5 

Ahmed Comerbhoy, 

Bombay 

October 14, 1965 

AfghaaMaa 




Manufacture of sewing thread balls etc. 

0.1 

Darbar & Co., Delhi 

June 2, 1968 


EAST ASIA 


ladoaeria 




Rubber products 

0.00 

Cosmos India Rubber 

Works. Bombay 

May 15, 1968 

Malaysia 




Manufacture of steel furniture 

1.67 

Godrej Ac Boyce Mfg. Co. 

August 30, 1965 Trial pro- 



(P) Ltd., Bombay 

tion 




commenced. 

Manufacture of zinc-oxide 

0.055 

Inter Trade Corporation, 
Visukhaputnam 

May 28. 1068 

Cotton textile mill 

6.12 

Birla Brothers, Calcutta 

October 9, 1964 

Manufacture of glass bottles 

1.15 

Jg Glass Industries, Poona 

March, 1068 

Singapore 

Manufacture of fluorescent fixtures 

0.50 

Shri Ishwar Parekh, 

January 10, 1087 Abandoned 

and electrical appliances 


Bombay 


Thallaad 

Steel mill 

Not yet fin. 

Shri S. A. Jifri, Madras 

July, 1968 


WESTERN EUROPE 


Ireland 

Manufacture of nylon bristles 

0.4 

Garware Plastics (P) Ltd., 
Bombay 

October 7, 1966 

Manufacture of tufted carpet yam 

2.52 

Mafatlal Gagalbhai Co. (P) 
Ltd., Bombay 

March 4, 1068 

N. Ireland 

Asbestos cement products plant 

0.14 

Birlo Brothers (P) Ltd., 

November 7, 1964 

(approx.) 

Calcutta 


Light engineering goods factory 

0.22 

(approx.) 

Birla Brothers (P) Ltd.. 
Calcutta 

November 7, 1064 

UK 

Asbestos cement products plant 

2.10 

Birla Brothers (P) Ltd., 
Calcutta 

June 24. 1965 


NORTH 

AMERICA 


Canada 

Hardboard factory 

3.75 

Anil Hardboards Ltd, 
Bombay 

July 23, 1965 In operation 


SOUTH 

AMERICA 


Oshimbia 

Manufacture of twist drills 

0.5 

Indian Tool Manufacturers 
Ltd.. Bombay 

August 4, 1965 
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IT IS a sad commentary on the state of maturity of the press of this 
country that, both before and afU*r the Nageicoi) by-election for the 
Lok Sabha, much of the writing, whether in the news i-eport.s or in the 
editoiials, was inclined to picture the issue involved as one of the 
personal prestige or political fuluic of one of the candidates, namely, 
Mr Kamaraj. It was obvious, suicly, that what was being tested at this 
contest was a matter of far greater public importance which was whether 
and to what extent the DMK had been able to preserve and promote 
the extremely impressive political capital which had fallen to its share 
as a result of the last general election. 
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Wc would readily grant, «f course, the significant contribution 
which Mr Kamaraj’s political personality and basic personal popularity 
among the people of Tamilnadu, undoubtedly, made to the success of 
the Congress party in the defeat of the DMK-backed Dr Mathias of the 
Swatantra Party. We are also prepared to concede that Mr Kamaraj’s 
election to the Lok Sabha, which has been described in the language 
of space technology as his “re-entiv" into national politics, is not without 
interesting possibilities for speculation among political book-makers in 
the capital «n' elsewhere. But we do maintain that these aspects are 
far less significant than the central implication of the Nagercoil by-elec¬ 
tion which, wc submit, had to do with what the DMK has been able 
to make of its emergence as the dominant state party in Tamilnadu. 


Predictably, attempts have been made in certain quarters to make 
light of the vast superiority of the Congress vote in the Nagercoil 
by-election. The fact that the parliamentary constituency concerned has 
a large population of persons of the same community as Mr Kamaraj 
has been emphasised repeatedly, but the insinuation here tends to ignore 
the fact that the presence of a large Nadar conununity in the Virudhu- 
nagar constituency could not save Mr Kamaraj from a bad defeat in 
that constituency, which, moreover, is his home ground, at the last general 
election. The DMK minister, Mr Karunanidhi. who masterminded the 
campaign for Mr Kamaraj’s principal opponent, has been in a hurry to 
imply that the Congress success was brought about by resort to violence 
and coercive tactics. It is, no doubt, true that excessive and entirely 
unnecessary tensions were created in the couise of election propaganda, 
leading to clashes among rival groups, and violence, including a murder. 
The responsibility for this unhappy episode is yet to be objectively 
apportioned and Mr Karunanidhi’s attempt to disclaim the acctmntability 
of his own party can only be treated, in the meanwhile, as a partisan 
exercise As for the suggestion that the Congiass won by exerting undue 
Dressurc on the electorate, there is the much more respectable counter¬ 
argument that Mr Karunanidhi and other DMK ministers, besides 
actively and personally participating in the campaign on behalf of Dr 
Mathias did not seem to have shown any hesitation or scruples m 
diawinc’on the administrative machinery and other resources of the state 
tvemment for the purpose. In the circumstances, there is vety mtle 
to be gained by the opponents of the Congress party from quibbling 
about the dimensions or the decisiveness of the victory of that party’s 

candidate. 

The Congress paily, of course, would be well-advised not to read 

too much into its success at this by-election. In 

equation between the Congress party in Tamilnadu and the DMK. .stvcial 
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facturs have to be taken into account. The Congress, 
after all, had to field the most prestigious candidate 
available to it for the occasion and that too in a 
coastituency which had demonstrated its Congress 
sympathies at the last general election. Any talk of 
this party having managed to stage a come-back in 
state politics as against the OMK will have meaning 
only if and when it has succeeded in a certain number 
of by-elcctions to the state legislature. All that can 
be claimed at the present time is that, besides having 
its morale botjsted—a treatment which this party 
needed badly after its disaster at the last general 
electionr-, the Congress in Tamilnadu has also gained 
by being provided with an opportunity to rise above 
its domc.stic dissensions and the personal livalries 
among its leaders or would-be-leadeis. It is, perhaps, 
in this manner, rather than in any larger national 
terms, that the big majority which Mr Kamaraj was 
able to secure is likely to make its contribution to the 
shape of Congress politics to come. 

It is. however, on the fortunes and the future of 
the DMK that the Congress victory at Nagercoil should 
have its most significant impact. It was being freely 
suggested in the weeks before the by-election that the 
OMK was not too keen on ensuring the defeat of Mr 
Kamaraj, and that, at any rate, its leader, Mr Anna- 
durai. would not be unhappy if Tamilnadu were to 
secure the advantage of electing to the central legis¬ 
lature one of the state’s leading politicians, who could 
also be expected to participate effectively in the 
councils of the party ruling at the national level. 
Whether this suggestion had any force or not, what 
was actually seen at the Nagercoil by-election wai an 
undoubtedly enthusiastic and oven fei-vently partisan 
campaign ( n behalf of Di' Mathias by the DMK minis¬ 
ters who were not only aided by the party organisation 
but were also abetted by the resources of the state 
government 

It was. probably, the case that neither Mr Anna- 
durai nor his colleagues in the DMK were, at any 
time, completely confident of securing the defeat of 
the Congress candidate, but it is a reasonable inference 
that the size of the vote so overwhelmingly cast for 
Mr Kamaraj should have come as a shock to them. 
One swallow does not make a summer and a single 
by-election success for the Congress party in Tamilnadu 
may not necessarily spell the advent of a political 
winter for the DMK. It is nevertheless not fanciful 
to suggest that the mystique, on the strength of which 
the DMK gained its supremacy in state politics at 
the last general election, is beginning to wear thin 
so far as the larger public of Tamilnadu is concerned. 
The hard core of DMK loyally may be as firm now 
as it was before, but the wide support from the less 
committed sections of the public which gave the DMK 
its massive electoral success at the last general elec¬ 
tion, now appears to have come imder a process of 
reconsideration. 

This is not surprising. Over the months it has 


been in power in the state, the DMK ministry has been 
unable to show convincing proof either of its willing¬ 
ness or of its ability to acquire the very necessary 
qualities of a maturity of political judgment or an 
understanding of the processes or the problems of 
administration. It is not so much that it has not been 
able to fulfil its more propagandist election pledges 
as that it has failed, in comparison with its Congress 
predecessor, to maintain a high level of vigorous 
activity in the economic life of the state. Industrial 
activity in Tamilnadu had undoubtedly been sluggish 
in the last two years and this cannot entirely be 
explained away by a reference to the wider industrial 
recession in the nation as a whole. Indeed, but for 
the basic strength displayed by a fairly modern small- 
scale sector of industry in Tamilnadu, the position 
would have been much worse than what it is. Even 
so, Tamilnadu seems to be slower in recovering from 
the general industrial recession than certain other 
parts of the country, while so far as the emergence 
of new industries is concerned, it is markedly lagging 
behind Gujarat and Maharashtra. In this respect, the 
present Madras government suffers in compaiison 
even with Mysore and Andhra Pradesh where the 
ministries concerned seem to be more alert to their 
obligations for encouraging entrepreneurial activity. 

It is, probably, true that the DMK is now being 
made to pay for the electoral benefit it got from 
communist co-operation at the last general election 
in organising straight fights against Congress candi¬ 
dates. The communists, certainly, have been exploiting 
this political relationship for improving their influence 
or extending their hold over organised industrial 
labour in the state. In this area, the DMK has been 
at a disadvantage since its inexperience in the trade 
union movement has come in the way of its turning 
to its benefits such decline as there may have been 
in Congress authority among organised workers fol¬ 
lowing that party’s eclipse at the last general election. 
It is, however, in the agrarian field that the commu¬ 
nists have been able to do the most damage to the 
DMK’s ability to provide a good government or a 
strong administration. The violent agrarian unrest 
which is sweeping over Thanjavur district, the main 
rice-producing area of the state at the peak of harvest 
operations is but the predictable consequence of the 
DMK’s failure in preventing the communists' influ¬ 
ence from getting out of hand. 

Still Nagercoil may perhaps mark a healthy turn¬ 
ing point for the DMK in its uneasy relations with 
the communist movement in Tamilnadu. The decision 
of the Marxist communists to set up their own 
candidate for the Nagercoil by-election, rather than 
co-operate in a united opposition to the Congress 
candidate, was a clear indication that this party wanted 
to force the issue of the future of its political relation¬ 
ship with the DMK. Mr Annadurai, evidently, has 
no alternative to taking up this challenge. It is, of 
course, important not only for him and his party but 
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for the political stability and economic prosperity of 
Tamilnadu that he should not funk the confrontations 
which have been forced on him. This is all the more 
important because the Swatantra Party, which could 
have been an effective counter-force to communism, 
whether at the national level or in the states, seems 
chronically unable to gather the necessary mass 
momentum. The crushing defeat of its candidate at 
Nagercoii has highlighted its continuing inability to 
generate and organise popular backing for its political 
purposes. 

It is no doubt a good thing for our country that, 
despite the difficulties and disappointments it is facing, 
the Swatantra Party has not given way to frustra¬ 
tion. The manifesto which it has released recently 
in preparation for the mid-term elections in the four- 
states where there is now President’s rule, is a wel¬ 
come re-assertion of its willingness to experiment with 
newer approaches in its bid for popular acceptance, 
while remaining steadfast to its first principles. 
Unfortunately, except in Orissa, it has so far not been 
able to grow into anything more than a marginal factor 

I AC: A Good 

IT IS, indeed, a matter of gratification that the per¬ 
formance of the Indian Airlines Corporation (lAC) 
has improved considerably during the last 21 months. 

As against an operating loss of Rs 2.78 croi-es in 1966-87. 
it showed an operating profit of Rs 1’.33 crores in the 
year ended March. 1968. Although this profit was 
somewhat lower than the 1964-65 profit of Rs 1.64 
crores, it was subdanlially higher than in any of the 
other nine years of the last decade. The overall loss 
•of the lAC last year (after providing for interest and 
other financial charges) was a bare Rs 38.11 lakhs, as 
against Rs 4.24 crores in 1966-67. 

The improvement in the woiking of the lAC last 
year was, of course, partly due to the increase in fares 
(by 15 per cent on all routes, except those in the 
eastern i-egion where the increase was five per cent) 
effected on August 1, 1967. with a view to offsetting 
the increased expenditure arising out of the devalua¬ 
tion of the rupee and increased pay and allowances 
of staff. But the more important factors responsible 
(or it were an encouraging growth in passenger traffic 
and the concerted efforts made to bring down operat¬ 
ing costs. Despite the recession in the economy, the 
passenger traffic on the airlines last year increased 
by 17.6 per cent—from 1.41 million passengers in 
1966-67 to 1.66 million in 1967-68—as against by 16.9 
per cent in the previous year. This, along with the 
enhancement of fares, resulted in the revenue per 
available tonne kilometre (ATKm) going up from Rs 
1,64 to Rs 1.69, The reduction in the operating costs, 
however,- was more significant—from ^ 1.80 to Rs 
1.62 per ATKm. This was brought about by better 


in party politics. Its fundamental weakness is that it 
still remains an army mostly of generals—and not all 
of these generals .seem to consider themselves to be 
on the active list. 

In the specific tcims of the politics of Tam.lnadu. 
the ineffectiveness of the Swatantra Party makes It 
all the moro neccssai-y for the DMK to re-examine 
and i-e-define its own relations with the communists 
in the state so that the waning public confidence in 
the DMK’s capacity to gov,?rn and promote orderly 
agricultural progress and industrial gi-owth may be 
revivified. This, surely, ought to be the immediate 
preoccupation of Mr Annadurai and his colleagues. 
This is, certainly, not the time for them to fritter 
away their energies in such frivolous activity as quar¬ 
relling with the central government fiver the timings 
of air’s news broadcasts. Nagercoii ought to be 
a warning to Mr -Annadurai and his partymen that it 
is high time that they had started attending to the 
promotion of the effectiveness of the DMK as a ruling 
party rather than the presei-vation of the supremacy 
of English over Hindi. 

Take-off 

utilization of resources, both in men and materials. 
On an avei age, the mfinthly utilisation of captains rose 
from 53 hrs 45 mts to 56 hi's 25 mts. The annual utilisa¬ 
tion of aircraft (average for all types) increased from 
1,759 hi-8 to 1,819 hrs. The utilisation of Caravclles 
and Fiiendships was more significant—it increased 
from 2,751 hrs and 2,102 hrs to 2.831 hrs and 2.248 hrs. 
respectively. 

The corporation recorded two other significant 
achievements last year. It became, for the first time 
in its history, a net earner of foi-eign exchange. The 
foreign exchange earnings of lAC last year aggregated 
Rs 6.89 crores. The outgo of foreign exchange on 
account of imports of spares and payment of instal¬ 
ments for the aircraft purchased under the defcri-ed 
payment scheme amounted to Rs 5.0) crores. Secondly, 
the corporation increased its passenger carrying capa¬ 
city by as much as 25 per cent—from 165 million 
ATKms to 205 million ATKnis. This was achieved 
through the acquisition of new aii craft and an increase 
in the flying hours of Caravelles, Friendships and 
HS-748s. Since the growth in traffic was less than the 
capacity created, there was inevitably a reduction in 
the overall load factor from 72 per cent to 65 per cent. 
This increased capacity, however, is proving helpful 
in the current year during which the airline hopes to 
cai-ry nearly 1.9 million passengers, as against 1.8 mil¬ 
lion anticipated earlier. By the end of the first eight 
months the lAC is understood to have canied the 
passengei- traffic anticipated for the whole year. If 
control over operating expenses continues to be rigor¬ 
ous. this year's working should not only throw up a 
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sizable operating profit but may also ylMd a modest 
overall profit. 

The financial results of the lAC would have made 
much more pleasing reading but for the high fuel 
costs. The fuel costs have been inflated not only by 
high customs and excise duties but also by the impo* 
sition or enhancement of sales tax on aviation fuel 
by a number of state governments. The expenditure 
on fuel alone is stated to account for nearly 24 per 
cent of the total expenditure of the lAC, as against 
seven to 15 per esnt by other airlines, domestic or 
international. If the performance of the lAC is judged 
by equating its expenditure on fuel with that of other 
airlines, it should compare vei-y favourably with most 
airlines, of the world. 

The encouraging growth in passenger traffic points to 
the need for the corporation augmenting its fleet soon. 
By 1973-74, it is expected that the number of passengers 
carried would have more than doubled to approxi¬ 
mately 3.52 million compared with the 1967-68 figure. 
The ATKms are expected to reach 391.63 million. In 
the face of this growth in traffic, is it not regrettable 
that there has been an inordinate delay in the clearance 
of the lAC’s proposal for the purchase of additional 
aircraft? Even the consideration of the proposal to 
order one additional Caravelle immediately is said to 
have been shelved. 

The main hitch over the augmenting of the lAC’s 
fleet apparently is that the government has not yet 
been able to make up its mind on whether the new 
airoraft should be acquired from the Soviet Union or 
the United States. No doubt the purcha.se of Russian 
aircraft will obviate payment in foreign exchange as 

Tea for the 

THE PACT that the Chief Minister and the Finance 
Minister of Assam had to plead personally with the 
Prime Minister recently for the removal of export duty 
and the reduction of excise on tea gives an indication 
of the seriousness of the situation confronting the tea 
industry'. Mr B. P. Chaliha, the Chief Minister, and 
Mr K. P. Tripathy. the Finance Minister, are reported 
to have impressed on Mrs Gandhi that unless these 
measures were taken, not only Assam’s tea industry 
but the entire economy of the state would suffer. 
Already a few tea gardens in Assam had been closed, 
rendering about 10,000 persons jobless. About 75 per 
cent of the tea gardens in Assam arc estimated to have 
incurred heavy losses in 1968 and the remaining 25 per 
cent are likely to earn only marginal profits. The 
representatives of the Government of Assam have 
pointed out that about 75 per cent of the state’s rural 
markets are being fed by the tea industiy whose invest¬ 
ment exceeds Rs 150 crores. 

The present plight of Assam’s tea industry could 


our trade with the Soviet Union is in rupees and we 
have a sizable balance in ouf favour; the purchase 
of American aircraft, preferred by the lAC, on the 
other hand, even on deferred payment basis, would 
involve some down payment in cash. But, as against 
this, the American aircraft has been adjudged by 
technical experts to be more suitable for the lAC's- 
operations. Although technically quite sound, the 
Russian aircraft, compared with the American planes, 
has higher fuel consumption because of its high-power¬ 
ed engines. Further, it requires a navigator in addition 
to two pilots, required to fly a US-made aircraft. The 
break-even point of the Russian planes is also very 
high—110 per cent of the capacity on 450 miles stage 
lengths and 90 per cent on 650 miles stage lengths— 
as a<'ainst 49 to 52 per cent in the case of American 
aircraft. One advantage of the Russian plane, however, 
is that in times of emergency, it can be converted easily 
into military aircraft. 

As between the two competing American aircraft, 
lAC’s preference is for DC-9s the break-even point of 
which is 49 per cent of the capacity. Further, DC-9 
is a medium-sized plane suitable for 500-1,200 miles 
sectors, as against the bigger Boeings which have a 
passenger-carrying capacity of 155 and an economical 
distance range of 1,000-2,000 miles. The break-even 
point of Boeings is said to be around 52 per cent. 
Certain other factors are also in favour of DC-9s. For 
instance, their profitability is stated to be 27 per cent, 
which means that in four years their earnings will 
cover the investment. When lAC is confident of 
financing the purchase of DC-9s from its own re¬ 
sources, the delay in the clearance of its proposal 
apparently is due to the import of political considera¬ 
tions into the matter. 

Prime Minister 

have been averted easily if only the Government of 
India had taken a sympathetic interest in the difficulties 
facing this industry. It has been repeatedly pointed 
out that the tea industry has derived little benefit from 
the devaluation of the rupee in June 1966. On ihe 
other hand, the fall in tea prices and the devaluation 
of sterling and the Ceylon rupee have considerably 
affected our tea industry’s profitability. The prices 
realised by the tea industry up to November 13, 1968, 
were about 12 per cent lower conq>ared to the previoiu; 
season while exports in January-October 1968 earned 
only Rs 133 crores compared to Rs 141 crores in the 
same period of the preceding year. The reliefs an¬ 
nounced by the Government of India from time to time 
have been wholly inadequate to improve the compe¬ 
titive capacity of the industry. As the Tea Association 
of India said, in a memorandum to the Government of 
India in December last year, “the reliefs granted are 
marginal and fall much short of what is needed by 
the industry for offsetting the loss arising out of the 
sterling devaluation. The recent rebate in export and 
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exdse duties works out to 20 paise per kg (11 paise 
reduction in export duty and nine paise average reac¬ 
tion in excise duty), whereas export duty abolition 
would have meant a relief of Rs 1.38 per kg. As the 
costs of the industry have gone up by nearly 20 paise 
per kg during 1068, there is not only a case for the 
abolition of export duty but also a need for reftuid of 
excise duty on exports. Besides, due note has also to 
be taken of the higher landing cost for Indian teas in 
the foreign matkets which is due to excessive taxation 
on export teas. The gap as far as East African teas 
is concerned is between Rs 1.70 to Rs 2 per kg.” 

Hitherto the demand foi the removal of export 
duties and excise duties was made only by the tea trade 
and industry. Now that the Government of Assam 
has also strongly backed up this demand, the Govern¬ 
ment of India shuu>d not hesitate to consider it 
favourably. Tea production in Assam in 1967 was 
189.93 million kg compared to 181.89 million kg in 1966 
and the average yield per hectare 1,091 kg against 1,098 
kg in 1966. 

In 1962 the National Council of Applied Eco¬ 
nomic Research highlighted some of the handicaps 
of the Assam tea industry, ft said: “The tea industry 
of Assam has some serious problems. There are a 
number of uneconomic tea plantations, mostly concen¬ 
trated in the Cachar district. There are 37 such gardens 
in Cachar, occupying an area of about 10,000 acres and 
producing about 3.3 million lbs of tea annually. The 
causes of economic weakness of tea gardens are both 
technical and economic. The technical causes are 
related to plantation as well as manufacture. The 
principal drawbacks of the plantation are a high 
percentage of vacancy, old age of the bu.shos, and 
unscientific technique of cultivation. The processing 
of green leaves suffers due to worn-out machinery and 
inefiicient handling, and a high per-centage of non-utili¬ 
zation of the capacity of the factory. The prrrminent 
economic factors are heavy indebtedness (Rs 9U0 per 
acre), paucity of capital, inefficient management, trans¬ 
port difficulties and price fluctuations. Labour troubles 
appear to be both a cause and atr effect of economic 
weakness. There Ls no single comprehensive solution 
to this problem of uneconomic gardens. The problems 
leading to economic weakness vary from garden to 
garden. What i.s required is a detailed technical-cum- 
economic survey of each of the imeconomic gardens 
so that the particular problems of the gardens may b«‘ 
identified. While economically weak tea gardens are 
the special problem of the Cachar district, old age 
of the bushes and high cost are a general malady of 
the entire tea area of Assam. There has been very 
little of replantation in the tea gardens for decades. 
Invariably the bushes are over 50 yeai-s old against a 
normal economic life of 40 years. This has seriously 
affected the yield and efficiency of the gardens.” 

Regrettably, fai- from helping Assam’s tea industry, 


the Government of India has imposed more fiscal bur¬ 
dens on it in recent years, thereby affecting its finances 
adversely. For instance, the average rate of excise duty 
on north Indian tea has gone up from 41 paise per kg 
in 1963 to 62 paise pe>' kg in 1967. 

The FAO ad hoc consultations on tea held in 
Kampala from January 6 to 14, considered mea¬ 
sures for ensuring an or-deiiy development of the tea 
industry in the world. The surveys can ied out recently 
by the FAO as well as other organisations have revealed 
clearly that there is at present an excess of supply 
over demand and that this imbalance will progressively 
worsen up to 1975. It has also beert pointed out that 
the average stocks of unsold tea in London in 1968 
were 186.3 raillioit lbs or 84.5 million kg compared to 
the aver-age stock of 133 million lbs or 60.3 mil¬ 
lion kg in 1956-58. The consensus in our industry 
is that while it may be dc.sirabie to regulate exports 
of the producing coirirtries for some time, it will not 
be necessar y rjr propei' for- this cor>htry to agree to any 
control on production in view of our large and grow¬ 
ing domestic market. Whatever may be the nature 
of the conclusions arrived at in Kampala, it is 
cli-ar that the tea industry in out- country needs to be 
grt'atly strengthened if it is to play its part effectively 
in our foreign trade. Now that the industry’s pro¬ 
blems ha\'e been brought dri-ectly to the notice of the 
Prime Minister by the Govei-ninent of Assam, it is hoped 
ihat they would be tackled with sympathy and speed. 
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State Policy on Industrial Development 

S. K. RAY 


WHEN a country decides to adopt industrial development as a 
major national objective, it is supposed to have made a historic 
choice. It is understood that behind the decision is an appre* 
elation of certain basic prerequisites of state poliey. The 
period of industrial development will require the use of scarce 
foreign exchange and indigenous resources for generation of 
industrial equipment, Instead of consumer products, through¬ 
out the perl^ of gestation. It will mean that the market will 
become Increasittgl}- reserved for indigenous industry. It will 
also mean heavier burden nf taxation und public financing in 
order to subsidise the early years of Industrialization which 
’’are necessarily years of investment by the people in anticipa¬ 
tion of the production of a larger national income in future 
yenr8”(l) 

When industrialization comes to a country not as a matter 
■of alow and painful evolution but us an outcome of a deliberate 
public policy, the choices made and the prices to be paid are 
pre-determined. Industrialization in some Latin American 
countries and, to some extent in Japan and the Philippines, has 
come about through such expedients. 

In the industrial development of India, the stewardship of 
Oie stale was necessarilr oriented to needs of ‘imperial prefer¬ 
ence' in the years of British rule.(2) Industrial development 
therefore went little beyond development of mineral ores and 
their export in crude or seml-fini.shcd form, apart from such 
fields as tea, jute and cotton textiles, where foreign capital 
could generate ready return for rcpatri8Uon.(3) 

It was only much later, around the 'forties, as a sequel to 
powerful econo-political opinion, that a state policy on indus¬ 
trial development started to take shape. Even then, prior to 
the attainment of Independence, the state had no exclusive pre¬ 
serve in the industrial field but for defence Industries and some 
other stray industrial enterprises. Roughly, since the Bama- 
swamy Mudaliar Consult.'itivc Committee of Economists met in 
1041, the need for state planning and enunciation of the gov¬ 
ernment’s industrial policies began to be buttressed. The com¬ 
mittee drew its personnel mainly from the universities and 
therefore had an academic bias; it suggested the formulation 
of positive policies in regard to the development of industries 
and commerce, as also tran.sport, banking, currency and foreign 
exchange. 

Effective Background 

The academic approach put forward by the committee, 
however, formed effective background for further research in 
the line. The Bombay Plan(4) was published in 1944. The 
framers of this plan charted out a development programme 
which was, in a word, over-ambitious. 

Under the Bcmbay Plan emphasis was placed upon tndu.s- 
trialisation and rising productivity, with an accompanying 
trebling of income in fifteen years. The planners indicated the 
distant goal but they made no ottempt to build the road to it 
or even remove the under-brush. Their plan was in fact there¬ 
fore little more than a statement of obj^tves and an exercise 
In arithmetic, (5) 

Ail these, however, did not culminate in anything more 
than academic discourses. In the absence of any explicit indus¬ 
trial policy of the government, the Planning and Development 
Department, appointed by the Government of India In 1944. 
went little beyond official routine. 

Independence came in 1947. And it underlined the neces¬ 


sity for planned and co-ordinated development of industries. 
For that a rather practical overhauling of the hitherto academic 
approuclies towards industrial policy liecuine inii)erativc. The 
theories of industrialisation and growth were undergoing evolu¬ 
tion to fit in the special, particular and characterislic problems 
of the under-developed economies, from the viewpoints of 
structural pattern and institutional change. The basic point 
which was being increasingly emphasised in literature on in¬ 
dustrial development was that, within each developing country 
there were a number of barriers which sUunl in the way of 
economic and industrial growth. Some of these could be re¬ 
moved within a limited perioci of joint state and private effort; 
but others wore more or les.^ inherent and could be changed 
rather slowly. 

If we are concerned with long-term studies of changes In 
propensities, or if we wish to account for differences between 
groups or countrie.s, we have usually to look beyond the boun¬ 
daries of classical economic theory, except possibly the Keyne¬ 
sian concept of ‘chronic under-development’—elaborated further 
in the theory of ‘secular stagnation’ of Han.sen. A whole range 
of new theories of growth were being evolved, particularly in 
the context of industrialisation in developing economies such 
as ours.(A) 

Mixed Economy 

It was becoming increasingly evident that India would like 
to pitch her pciicy on Industrial development midway between 
the economics of free enterprise and the totalitarian Gcscplan. 
In the Indian rontext, the new theory of growth in relation to 
under-developed economies under the pseudonym of the doctrine 
of mixed economy was a pointer to the policies of nurture and 
induced initiative in the field of industrial development. The 
first major enunciation of the principles of state policy took 
place in 1948 when the Industrial Policy Resolution of the Gov¬ 
ernment of India was turmulated. It set out two separate lists tor 
the state and private sectors, and a concurrent list for both. 

Further development of the principal basic industries such 
as Iron and steel, coal-mining, shipbuilding, manufacture of air¬ 
craft, manufacture of telephone, telegraph and wireless appara¬ 
tus. etc., was made a responsibility of the state. Exclusive 
state preserve would be in railway transport as also tn arms 
and ammunition and atomic energy. The rest of the industrial 
field was left open for private entrepreneurship to function. 
But it was clearly envisaged that in the case of certain indus¬ 
tries of key (Mr national importance, the state wa.<; free tn step 
In and take over charge from private enterprise whenever the 
latter would fall short of the expected standard of efficiency. 

It would appear that the latest concept of the state work¬ 
ing as a catalytic agent for generating industrial development 
was in a way buttressed in the policy statement. In the 1948 
resolution Itself an increasingly active as.signmcnt was accord¬ 
ed to the public sector. There was an explicit empha.sis in the 
resolution on state responsibility in the matter of ‘promoting, 
assisting and regulating the development of industry in the 
national Interest' An Industries (Development and Regula¬ 
tion) Act was passed in 19.71. It prepared a schedule of i s 
many as tiiirty-seven industries from out of the three lists, and 
brought them under the purview of the Art. The more im¬ 
portant clauses of the Act may briefly be referred to here. 
First, it provided for registration of the existing units in the 
scheduled indastries. Secondly, a licence from the central 
government was made essential for a new esfabll,shment to 
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jttot'l ThinUy. if there bv nn unjuRtifUbie rali lit output or 
qi.ality or u suarintj up of prices), it would be open to the eov- 
cniment to arrange an inveallgation Into the industry concerned. 
Finally, II any indostry would default in carrying out govern¬ 
ment instruction.'^ pursuant lo .such Investigation, the govern¬ 
ment should be eligible to take over control. 

In order to establish the uecessury Unison between different 
interests in tlie industrial field, a Central Advl.sory Council 
"represenling owners, employees, consumers and certain other 
classes including primary producers” was set up under the pro¬ 
visions of the Act. More important in the business of establish¬ 
ing thi.s liaison and of exercising a vigilance over the private 
sector was the Inauguralioii of the development council.^ set 
up witti (I view to recommending targets of production and co¬ 
ordinating production programmes, suggesting norms of effi- 
liericy 'and promoting or undertaking works of research and 
.stalislic.s. The development councils have come to stay as an 
integral lairt ol the state machinery tor exercising the neces¬ 
sary watch over industrial entrepreneurship in both public and 
private sectors. 

The revised Industrial Policy promulgated on April .Hi, 
1966. clearly widened the orbit of the state sector in industry, 
promising simultaneously the private sector ‘as much freedom 
as is consistent with the targets and objectives of the National 
ITan’. In the case ol an industry where both state and private 
interests exist, there would, however, lie no disiTiminatory 
trealmcut betwvcn the two. 

The monopoly ol the state in arms and ammunition, atomic 
energy, railway and air transport remained. A rather flexible 
approach was however manifest in respect of the re.st of the 
industrial field. The policy emphasized that the listing of 
industries into three schedules did not make out a case for 
creating watertight compartments. An area of overlapping n.« 
also a great deal of dovetailing between industries in the two 
sectors were therefore accepted. 

A Salient Feature 

A salient feature of the revised state policy was that 
although the state had Unm given rigid monopoly in respect of 
further developments in. industries listed for exclusive state 
preserve, no tampering with the already approved or existing 
private units in these industries was contemplated. Secondly, 
it was envisagwl that U would las permissible for the state to 
emerge as a competitor or, sole producer even in respect of any 
Industry allotted to the private sector. On thp other hand, the 
state might also permit private enterprise to operate in an in¬ 
dustry listed for exclusive state preserve. These provisions 
undoubtedly underlined the clear emphasis that the revised 
policy lay on the imjxirtance of co-existence and co-operative 
development of the pulilic and private sectors. 

The revisi-d industrial policy had not prejudiced the 
private sector, While the ‘guarantee of safet,v‘ given to foreign 
capital in the Prime Minister’s statement in Parliament on 
April 6, 1949, was not affccte«l in any way, the new policy and 
the five-vear Plans provided scope for a greater amount, of 
annual investment than had hitherto been possible. Besides, 
the Bcliedule for exclusive state preserve did not affect the 
existing industrial units in the private sector. Finally, though 
ilie revised policy made a revision in the distribution of indus¬ 
tries and look away some of the industries from the private 
.schedule to, the state schedule, the total Investment opportunity 
and extent of industrial entrepreneurship avallitble to the 
private sector was not shortened. 

The'.state policy on industrial development reflects the 
most important economic ideology of the state. While In the 
l\SA private entrepreneurship holds almost the entire ground. 


It is the state that does so in the USSR. Mixed economy, how¬ 
ever, has been given a fair trial in the UK, with results that 
have not been unsatisfactory. India now claims to be profess¬ 
ing socialistic mixed economy, and the 1996 industrial policy 
was framed in that light. 

The 19.96 Industrial policy really turned the corner tai the 
evolution of principles that should govern industrial develop¬ 
ment in the country. The policy in fact presaged a whole range 
of new concepts that were then emerging. The absence of such^ 
concepts, in the plans and policies prior to the five-year piano, 
were commented upon by economists in India and abroad. The 
latest theories of development economics (the relative priorities 
lietween deployment of capital and labour, population explosion, 
disguised and sectoral unemployment, deficit finance and price 
spiral) gradually came to be reckoned within the formulation 
of our industrial policy and the five-year plans. 

Over the five-year plan periods, the basic state policy of 
industrial development continued to be guided by the Industrial 
Policy Resolution of 1956.(7) While this was so, during the 
formulation of the five-year plans and their implementation, 
certain major economic principles were evolved. Even thoiigb 
they were within the peripheral outline determined by the 1956 
resolution, Ihey were clearly concepts of new dimensions, 
attuned not only to the particular requirements of the Indian 
economy but also by and large in kee^ng with latest economic 
thoughts. 

Stock-Taking 

In manj’ quarters, the first five-year Plan has been describ¬ 
ed as tt plan for stock-taking and rehabilitation of the economy 
particularly in the agricultural sector. In the core of the second 
and third five-year Plans however a new approach on develop¬ 
ment was clearly in evidence. These plans gave high priority 
to the growth of heavy industries highlighterl by an emphasis 
on steel. Thi-s approach po.stulated two economic is.sue.s. Plftt 
was the question of relative priority between capital and labour 
intensity in the deployment of resources and secondly a hew 
motivation towards foreign capital investment. 

The heavy industries being capital-intensive would give 
relatively little scope of employment and would,also generate 
a large demand for consumer goods which they themselves 
would not be able to supply.(8) Capital intensity of heavy 
industries will not considerably expand the employment base. 
In the second place, there is a long time-lag, the period of gesta¬ 
tion. between the investment in capital goods industries and the 
increase in the production of consumer goods. In immediate 
future therefore, less capital thus becomes available to the 
consumer goods industries. There is another point to take note 
of. Establishment of heavy industries would increase income 
and release additional purchasing power. The demand for con¬ 
sumer goods would go up. Capital being not plenty, how this 
demand is to be met? ObvJou.sly, by methods which do not call 
for heavy capital outlay i.e. by methods which are labour- 
intensive. A simultaneous emphasis was therefore laid in the 
second and third Plans on small-scale and medium industries. 
This will provide an immediate fillip for the enlargement of 
the employment base. The two problems posed were inter¬ 
related and were said to be the basic strategy of the two plans. 
Weighing the carefully worked balances, the two plans did lehh 
in favour of labour intensity, particularly in other than heavy 
industries. 

The relative weightage to be given to the two concepts of 
labour Intensity and capital intensity however continued to re¬ 
main a little nebulous. It was necessary for the economy to 
Itave an expansion of both heavy, and therefore capital-inten¬ 
sive, industries as also small and medium scale, possibly labour- 
intensive industries. Somewhere, therefore, a hpinnw. bad to. 
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be struck. The relstivitir of weightoge continued however to 
be uncertain over the first three plan periods. As is seen from 
the Approach to the Fourth Five-Year Plan, however, a balance 
appears to have at last been struck. It has been said that the 
programme of industrialisation during the fourth Plan should 
(i) provide for the industrial and technological capacit}r and 
competence needed for self-reliant industrial progress continu¬ 
ously’, (ii) develop capacities in directions appropriate to tlie 
export performance and import limitation indicated in the Plan 
by the balance of payments situation, and (lii) organise capital 
and personnel resources in such a way as to achieve as wide¬ 
spread an industrialisation of the country as pusslble.(i)) Pro¬ 
ductivity and profitability of both public and private sector 
enterprises have been given urgent consideration in the 
'Approach' paper. Even then it hn.s been voiced in ccrtuiii 
quarters that the correct bifurcation between capital intensity 
and labour intensity in the deployment of resources has nut 
been clearly sited even in the fourth five-year Plan, as certain 
areas of investment allocation are nut yet objective and as a 
practical assessment of the resources availability has nut pi«;- 
ceded the framing of the revised fourth five-year Plan. (10 1 

Foreign Investmont Motivation 

Another Important concept getting increasing attention is 
the motivation towards foreign investment. All too often, in¬ 
dustry is wanted primarily lor nationalistic reasons —all to show 
that a country is ‘modern* and that it need not depend on others 
for the goods it wants. Such thinking leads to a number of uo 
sound prestige projects. National pride frequently, with its routs 
in memories of colonial exploitation, tends to erect emutlunal 
and iegnl barriers to the entry of foreign capital and know¬ 
how, even when it may be obvious on purely economic grounds 
iliat the borrowed capital and technology have a necessary role 
to play, particularly in the first few phases of development. 

These two factors bad played an important but controver¬ 
sial role in our economic thoughts and in the formulation of 


9b 

our economic policies ever since the first five-year Plan was 
launched. It was in this context that the historic Nehru Re¬ 
solution on foreign investment was announced in the Parlia¬ 
ment. India however has lived through with miough participa¬ 
tion in foreign capital and expertise in lier industrial 
development during the first three plan periods. While their 
role continues to remain important in wrluin sectors, the ques¬ 
tion is rightly being voiced as to whether a stage has now been 
reached when the country could possibly do without the assis- 
lance of substantial foreign capital and expertise. 

Shifts in Emphasis 

111 the context of industrial development witnessed during 
iho three plan periad.s, economic concepts of population ex- 
pbisiuii ond control, disguised and sectoral unemployment, deficit 
iiiumcing and price spiral have also been coiislantly discussed. 
While these ideas have been practised within the framework of 
(lur objnciives and availability of resources, the overall approach 
has moic or less been attuned to the particular needs of the 
hour. Titere have therefore been frequent shifts in emphasis 
depending on the interplay of the variables in the economic 
.standard. 

'I'he foundation for continued industrial development has 
been laid by the infrastructure of Indian economy built up by 
huge investments under the five-year plans during the first 
tiliccn years or so. The state policy on uidustrial development, 
in the context of the declared objectives of our economic acti¬ 
vities, will continue to monitor the overall development in the 
country. At the same time, the climate for industriaUsation has 
radically changed in most of the developing economies. Today, 
the attitude of Hie stale towards private industrial development 
and towauis foreign investment in industry has become favour¬ 
able, while the suitabilities and llmitaUons of state entrepre¬ 
neurship have become more apparent. The advantages of the 
mixed economy, us also the complementary role of private and 
public sectors in industrial development, have been Increasingly 
lecognised of late; this therelore should determine the pattern 



awr liMt of tavanteew #iiod«ni freightara offart fast. 


ragular and dapandabla sarvica batwaan 

IdDUU-U. R. t THE CONTINENT • INMA/EAST PAKISTAN-SOUTH AHERiCA 
INDUU-BLACK SEA A EASTERN MEDITERRANEAN PORTS 
INDIA>-POLAND Alaa araund tha INDIAN COAST 

INDIA STEAMSHIP CO., LTD. 

INDIA STEAMSHIP HOUSE", II, OtO COURT HOUSE STREET, CALCUnA-l 




96 


XASTERN ECONOMIST 


January 17, 1969 


or development of the national economy in India in the next 
few decades. 
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Company Donations to Political Parties 

PROF. R. K. AMIN, MP 


I'llE QUESTION whether or not companies should be allowed 
to contribute to the funds of political parlies has been attracting 
Dubhc attention since 1956. The Tatas raised it for the first 
time and the High Courts of Bombay, Calcutta and Madras 
wcie divided on this issue in their judgments delivered during 
the year 1950 and 1957. The political opinion in the country 
lias also been sharply divided. While the opposition parties, 
wiUiout exception, have been in favour ol imposing a ban on 
company donations, ttie Congress Party alone till later was 
in favour of companies contributing to the funds of political 
patties. So long as the Congress Parly was unanimous on 
tills issue, the controversy remained just as a sterile debate; 
it had only an academic interest. 

Tlie controversy assumed an acute form when in 1967, 
the Minisler of Industrial Duvulupment and Company Affairs, 
gave an assurance in Perliameiit that the government proposed 
to bring a bill banning donations to {loiitical parties by way 
of an amendment to the Companies Act. In fad, during the 
fiJtii session of the fourth Lok Sabha, with the permission of 
the cabinet, the draft oi such an amendment was published. 
There catmot be now any willy-nillyness in opinion; one has 
to say eitlier ‘yes’ or ‘no*. 

The issue has really created problems for two political 
porties—thc Congress and the Swatantra parties. In the other 
political part.es, there is no stir at all because they did not 
have, and in fact need not have, ony other opinion except In 
favour of banning donations; so fur, none of them has ever 
received any donations from companies and none of them 
could conceivably have any hope of getting funds except when 
they are in power. But in that case, whether there is n ban 
or not, it would not matter. 

Complicated Question 

The question therefore remains complicated only lor the 
Congress and the Swatantra parties for certain historical devc- 
lopmcnt.s. Before 1960 the Congress Party alone used to 
receive such funds. It was therefore thought by the other 
parties that possibly the same situation would continue in the 
futuie in view of the increasing role of the state in economic 
matters. The party in power, it was felt, could attract com¬ 
pany donations as it could conveniently throw ‘crumbs' to 
the business community. 

The Swatantra Party initiated the idea of such a ban. 
As early as 1957. Mr C. Rajagopalachari suggested that political 
liartics should obtain their funds neither from companies nor 
from the public. In 195.9-60, the Swatantra Party asked lor 
a bon, and one of its members brought a private member's bill 
in the Lok Subha to this effect in 196.6. 

How is it that the Swatantra Party, which can hope to 


receive funds from companies, joined in the chorus of the 
opposition parties for baning company donations? Possibly, 
during 1059-60 when the Swatantra Party initiated this move, 
there might have been various considerations at the back of 
the mind ol its leaders. For example, they might have thought 
that the position of Congress at the times of election could be 
weakened only if it was deprived of financial resources; only 
then there could be some chance of throwing it out of power. 
Alttiougb the business community is sympathetic towards the 
Swatantra Party, it might have been felt that it would not 
dare give help so openly; it would help only indirectly and 
that help would come in any case. Possibly also, the Swatantra 
Party leaders might not have thought then that foreign moneys 
on such a large scale would be ava.lable to political partfea. 
Perhaps, they might have thought that Congress stuck to its 
economic policy because it could have political patronage; if 
on account of such a ban, they could not use political patronage 
to obtain finances, they could be eas.ly persuaded to give up 
a statist policy the moment the evils of this policy were 
revealed to them. .Some such considerations must have induced 
the Swatantra Party leaders to initiate a move for a ban on 
company donations to political parties before 1960. 

Later on, in 1962 and especially in 1967, along with Con- 
gicss, the Swatantra Party also received donations. In 1967 
in Bombay the proportion of donations between Congress and 
Swatantra was almost 50:50. In the country as a whole, it 
may well have been 90:10 in 1062 and 70:30 in 1067. 


It is also suspected that foreign moneys ployed a ^gnUicant 
role in 1967 dectlona—the socialist parties now obtaining good 
amount ol funds from the trade unions. The Russian money 
comes to this country in a very surreptitious way and it is 
suspected that the US government is also in a position to 
spend a part of the PL 4K0 funds without the knowledge of 
the Government of India, although whether the US government 
has done so or not is not known at ail. The v’olume of “black 
money” or unrecorded money assumed a spectacular size which 
was nut expected in 1959-60, when the Swatantra Party started 
the campaign against company donations to which all other 
opposition parties joined later on. 

Let us examine what exactly is the thinking both in the 
Congress and the Swatantra parties in this regard at present. 
What arguments do they put forth for and against this issue? 

The main arguments by the, (Congress spokesmen in favour 
of company donaUana are: (a) the Congress puts Itself into 
a disadvantageous position by banning such dimatlons because 
no other pditical party could ever hope to obtain as much 
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money from this source as it can obtain; (b) it is becomine 
dillicult to contest elections without financial resources. Now* 
a-days it is difficult to approach small men for small contri* 
butions because the emotional appeal, which alone could help , 
in obtaining huge funds, could not be made- in the present 
drcumstances. Therefore'there is no alternative source for ob¬ 
taining adequate funds; (c) It is also being suggested that such 
a ban would encourage underhand methods of obtaining funds 
which would bring undesirable elements bn our political life. 

It would also unnecessarily enhance the power of financial 
bosses in the party; and (d) it would put the communist 
parties, which are alleged to be depending on either the trade 
■union funds or foreign money, in a relatively more favour¬ 
able position in regard to finances vis-a-vis other political 
parties. Therefore, the Congress Party on its own should not 
give up its advantageous position especially when it faces a 
critical situation at present. 

Those in the Congress Party who are in favour of such 
a ban do so on the ground that no one gives money without 
a nwtlve. If the Congress Party depends for money on big 
business groups, it cannot adopt its really socialist policies 
and it will have to accede to the demands of the big business 
groups. It is also wrong, they contend, that the Board • f 
Directors should be allowed to give away monev which to 
some extent belongs to the state and in b larger measure to 
shareholders. In some companies where foreign interests are 
important money really belongs to foreigners. If shareholders' 
money is to be given away it Is proper that the shareholders 
should decide, not the company directors. If such donations 
also involve the share of foreign investors, the foreign influence 
is likely to creep in indirectly; if these donations are at the 
cost of state revenues since exemption to some extent in 
taxation is granted, then it is the public money which is being 
used. And therefore company donations are to be banned.' 

Some members of the Congress Party believed that it dona¬ 
tions are banned, the party will be compelled to seek its support 
from the masses and therefore will have to cater to the needs 
of the masses. They also think that the alternative to 
communism today is the Congress or the Swatantra Party. The 
banning of such donations, would harm, to some extent, the 
Congress Party but would almost finish the Swatantra Party 
and in that case those who oppose communism will hove to 
support Congress whether they like it or not, because that 
would be the only alternative available to them. Thus the 
Congress Party is likely to emerge more powerful despite some 
adverse effects on its financial resources by such a ban. 

Sharp Division 

Thus it is clear that various considerations of Immediate 
importance have sharply divided the Congress Party. At the 
same time, the Swatantra Party although not facing as com¬ 
plex a situation as the Congress Party, is stUl in a difficult 
position. It claims to be a party with a difference; it stands 
for Its educative value in the political life of India. It is a party 
which initiated thia Idea although It fares today a somewhat 
altered situation in regard to company donations. Politically 
it considers the communist threat greater today than In 19S9-60. 

If at this stage, because of signifleant changes in the basic 
assumptions of the party line, it begins to shift its position, 
it is likely to be accused as an opportunist party. 

At the same time, the Swatantra Party has one big con¬ 
venience still. It knows pretty well that Its opinion one way 
or the other will not decide the Issue because the Congress 
Party still holds the majority in Parliament. If the Congress 
Party decides to ban donations, it would come even if the 
Swatantra Party is against such a ban If the Congress Party 
does not want it, then the Bill will be dropped and 
as before. It can stick to its earlier stand without incurring 
any financial loss. It means that at this juncture ‘to keep 


quiet’ seems to be the best policy for the Congress Parly, 
although there is some searching of hearts and also the 
reolisatton of the Congress Party’s folly regarding its earlier 
stand. 

How are we to arrive at a decision in this regard? What 
factors should be taken into account-while deciding this Issue 
-by an ordinary citizen of this country who is wedded to 
democracy as a way of life which he Is keen to preserve In 
this country? 

The relevant issue while considering, this matter is; What 
should be the right policy if we set apart the immediate 
considerations which may not be of a lusting character? In 
that case the view is clear enough. The company donations 
should not be banned. At any rnto, the Swatantra Party and 
for that matter any democratic , party cannot support the 
batming of company donations. Rujaji’s view that political 
parties should not receive funds from companies or even from 
iniiividuals cannot hold the test of Swatantra philosophy. 

Swatantra Philosophy 

In fact, the preservation and promotion of freedom or 
liberty is the very basis of Swatantra philosophy and such a 
freedom includes the freedom to use one’s own resources, 
including financial resources, to influence the social and politi¬ 
cal philosophy which one would like to favour. In an open 
society, one should be free to stiend one’s own numey to 
advocate socialism or capitalism. Almost nil radical move¬ 
ments all over the world have boon financed by one or the 
other capitalist. It is also pretty clear that in most of these 
cases, one or two big financiers have always made slgnflcant 
contributions. 

It is thus safe to conclude that almost all democratic parties 
would support the view that individuals should be free to 
donate money to political parties: they would not object to 
donations from companies to political panics if there was a 
prior sanction of the shareholders. Without financial resources, 
how can one imagine to have one strong opposition party las 
required in any democn'atic set-up) to oppose the Congress 
I’arly- -the ruling party—at all places? To put up candidates 
against the Congress at all places, we would need—according 
to expenses allowed at present-Rs R 1,000 for cme Lok Subha 
constituency (Rs 25,000 for a Lok Sabha candidate and Rs 
50,000 for candidates of Assembly constituencies) and therefore 
about Rs 7.5 crorcs for any gener.-il election. And when it 
is considered that this much money is to be spent in three 
weeks, while the actual campaign lasts for two to three months, 
the total expenses of any ull-Indla party would be well beyond 
Rs 10-15 crores. If the parties consider it necessary for candi¬ 
dates to spend money, then only those people who can spend 
money or who wilt like to recover more than the sum spent, 
would dare ask for party tickeU. In that ease, there will not 
lie equal opportunity to all men with small means and ulti¬ 
mately more evils than what we find today would creep in 
our political life. Remedy in ibof case will be worse than 
the disease. 

If, then, parties need financial resources, and if individuals 
should be free to donate them, the hair-splitting in thia regard 
that such donations should be restricted to a party’s normal 
nee-Js or ahould not be for elections or the companies should 
be allowed to donate with the prior sanction of shareholders, 
seems to bo meaningless. One can argue that companies are 
separate teual entities in our country and the board of directors 
is the keeper of the conscience of that legal entity. Every 
company pays taxes as company, not taxes on behalf of share¬ 
holders. Therefore, if companies arc legal entiUes. th«i as 
such they can donate money without referring the matter to 
the shareholders. The day when, in our country, corporation 
taxes are abolished, and all profits are distributed to share- 
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holders in proportion to their holding of shues, then, the 
donations to poiitical parties also should be eoUected from 
shareholders and not from companies. Just as in the political 
spheri>, ^select the parties on the basis of the totality of 
their policies, similarly, the choice of a party lor donation 
made by the board of directors may not tie approved by some 
shareholders, yet, they may vote in favour of the same Board 
of directru.s since their other policies are largely acceptable 
to them. 

Basically then, companies and individuals should be free 
to donate funds to poiitical partis they like. To minimise 
the excesses as well as the abuses of this freedom, th« govern¬ 
ment con circumvent the policy by way of several restrictions 
such ax the amount of money which can be donated with or 
without exemption of taxes. 

What is likely to be the attitude of the Swatuntrn as well 
as the Congress partiis if they take immediate consideratioiu 
into account? The ban on donations wilt certainly hit the 
Swatantra Party hard while the Congress Party will have some 
advantages, although as compared to communists both of them 
will be put into an unfavourable position. 

Fttreigners* Interest 

The foreigners, and especially the western Woe, are not 
likely to help the Swatantra Party since they are more busi¬ 
nesslike. They would like to have good returns for their 
investment. The Swatantra Party being already dedicated to 
freedom, capitalism and democracy, they do not want to spend 
money to influence their thinking while the Congress Party 
is sitting on the fence; it is walking on the razor's edge. A 
small financial help will tilt the scale in their favour. The 
big business and the USA will have this consideration at the 
back of their minds and they will Ignore the Swatantra Party 
and its members. 

t/l e can very well ask: would the big capitalists or the 
western deinocracics especially the USA allow the Swatantra 
Party to die—although It is a party which stands for a system 
in which they at least survive? Surely, they would not allow 


it to starve and die—but would give only bare subsistence Igr 
way of help. By and large, the philosophy held by the 
Swatantra Party is not acceptable to big business groups. It 
is acceptable to traders and small manufacturers; it is accept¬ 
able to those who work in the field and who constitute 
the real masses; but their capacity to support a party Is very 
limited. Possibly a few individuals of the Swatantra Party 
may be helper! but not the party as such except for its bare 
survival. 

For the Congress Party, the position is somewhat different. 
Big businessmen do stand for deficit financing, and the public 
sector which acts as a supplement to the private sector: they 
also envisage a corrupt public sector and like controls so that 
their monopolies can be cstablishrd, licences can be obtained, 
insulated economy can be set up to encourage domestic 
Industries and trade. Since it is also a party In power, it Is 
convenient for them to help and ns this party Is in the middle 
of the road, it can be held back from falling on socialistic 
policies. The western democracies as well as big business 
would help Congress despite a ban on company donations. 

Some undesirable elements may also come in our political 
life if the ban is imposed. Then the donors of black money 
can open their coffers only to one or two confidential men. 
In that case there will be bossism of rich members in the 
party; the electorate may also be spoiled and many "yes- 
men” of big business group would enter Parliament with 
the result that it would become the haunt of vested Interests. 

It is true that the state should try to reduce election 
exi:enses; it should also try to reduce the' scope for corruptiem. 
The entire procedure of election expenses should also be simpli¬ 
fied tmd the curtain of secrecy should be removed frqro ttie 
activities of various political parties. If that is done, possibly 
the evil part that money plays in political life wilt be minimised 
and the representation of the electorates will be very near to 
their true choice. As at present, companies may be allowed 
to donate but the fact of such donations should be widely 
known not only to the shareholders but also to the general 
public. If these precautiems are taken, evils of company 
donations can be minimised. 


Split on Rhodesia 

OR. At APPADORAI 


THE COMMONWEALTH Prime Ministers' Conference, held in 
London from January 7 to 15. was attended by representatives, 
in most cases heads of governments, from 28 countries located 
in all the continents: they came to exchange Ideas on world 
political and economic issues, not to arrive at decisions. The 
decisions on policy are the wincem of the governments con¬ 
cerned not all of whom represent the same racial stock. They 
come from countries which are at different stages of economic 
development; some of them such as Canada and New Zealand 
are affluent societies; others such as Zambia can be descrilied 
as under-developed: India occupies a middle place In economic 
development. There Is no fixed periodicity for the holding of 
the conference. In lBe5-fi6. there were three meeUngs while 
In the period 1»57-Bfl there were only two. The conference this 
month was held after about 28 months. It has u-sually been 
held ill London; the lOOC conference was held hi Lagos, and 
Ottawa was considered a-s the venue for the present conference 
tiut was given up only because of Mr lister Pearson’s resigna¬ 
tion. The candidates likely to succeed him did not commit 
themselves to Ottawa as a possible venue. The conference is 
not open to the public and no proceedings are published, though 
a communique is usually issued at the end of each conference 
embodyhig the cnnsen.sus of the participating members on the 
probloms disi’ussed. 

It is a convention that bilateral issues touching members of 


the Commonfealth are not discussed at the conference. 
Attempts were made more than once, for instance, to bring in 
the Kashmir question at these conferences but every time the 
attempt has been scotched by the good sense of the members. 
It is the same convention which governed Britain’s unwilling¬ 
ness to permit a discussion of its immigration policy at the 
lormal sessions of the conference, as It holds, rightl.y, that 
it is a matter within its domestic jurisdiction. This does 
not mean that bilateral issues are not discussed at all at 
London. Informal discussions do lake place on sueh Issues out¬ 
side the conference. For instance, there were private conversa¬ 
tions in 1951 in London at the time of the Commonwealth con¬ 
ference among Nehru, Menzies, Attlee and Liaquat All Khan 
>it which the idea of a limited plebiscite in Kashmir was dis¬ 
cussed. During the present conference also, the question of 
the entry of Asians in Kenya—holding British passports—into 
Britain was discussed t>y Mrs Indira Gandhi with those con¬ 
cerned, though outside the conference sessions. 

This as.sociation of 28 states is unique because it does not 
curtail the sovereignty of its member states in any way, each 
member lieing free to follow its own domestic and foreign 
policies. Its member nations do not follow a common form of 
government. The connecting link between members of the 
Commonwealth is "acceptance'of the Queen as the symbol of 
the free association of its Independent member nations and as 
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mch Uw Head of the Comnionwealtta"—a phraae evolved In 
April 1949 when India'a deaire to continue its membership in 
tlw Commonwealth was agreed to by the other seven memben 
of the Commonwealth. Consultation is the watdiword of the 
Commonwealth which is normally followed except when the 
British attacked Suer in 1099. No member state was consulted 
than and such non-consultation was considered a violation of the 
arm. 

The symbolic connecting link and the normal practice of 
consultation apart, the question is often asked: what connects 
the members of the Commonwealth togetlier? As a distinguish¬ 
ed Canadian leader put it, though there is nothing tangible 
holding the Commonwealth together, there are shared ideals 
and philosophic concepts. “Xhese include a regard for funda¬ 
mental human rights; a belief in radal and religious equality; 
the rejection of intolerance; an appreciation of the value of the 
human being; the belief in the higher destiny of mankind; the 
recognition that many roads lead to the same destination and 
that each should be free to choose his own route; the mutual 
acceptance of the tight t.*) differ; the readiness to respect and 
understand points of view which conflict with one's own 
interests". To this consensus on values we may add a recogni¬ 
tion of the importance of the work achieved at specialised Com¬ 
monwealth conferences such as the conference on health at 
Kampala, on education at Lagos, on aid and piannmg at Nairobi, 
and of others such as the Telecommunication Council, the Com¬ 
monwealth Parliamentary Association, and the associations of 
Auditors General, the Finance Ministers, the Forestry Officials 
and the Commonwealth Foundation. 

We have already referred to the acceptance by the confer¬ 
ence in 11)49 of India's membership even after it expressed Its 
intention to become a republic; ten other republics were 
accepted by the conference as members after 1949. It is signi¬ 
ficant that as a result of the discussions in the Prime Ministers’ 
Conference In March 1061, the South African Prime Minister 
dei'ided to withdraw his application for South Africa's conti¬ 
nuing membership of the Commonwealth after it became a 
republic on May 31, 1961. He discovered that It was the 
consensus at the Prime Ministers' meeting that the racial policy 
followed by South Africa and the membership of the Common¬ 
wealth did not go together. 

True to Form 

The agenda for the conference was true to form in 
respect of three items: a review of the world situation, a re¬ 
view of economic affairs and Commonwealth co-operation. The 
fourth item, which has naturally (considering the composition 
of the conference consisting as it does of a large number of 
Aslan-African members) struck the headlines is the question of 
Rhodesia. 

The signiRcant developments in the world since the con¬ 
ference met in September 1966 came in for review, the parti¬ 
cipants naturally looking at tbem from the point of view of the 
national Interest of the countries they represented. Authorita¬ 
tive press reports of these dtscuaions indicated that Australia 
took the view that any setUemant of the Vietnam war should 
be just and durable and give the South Vietnamese the right to 
choose their government by free elections; India’s emphasis 
was on the withdrawal of foreign troops and leaving the future 
of Vietnam to decision by its people. Malaysia, like India, was 
critical of the CSdnese expansionist policies In south-east Asia; 
rommunist activities in south-east Asia bad convinced Malaysia 
that Oiina was attempting to dominate or influence the area 
by means fair or foul; Pakistan thought differently. Czechoslo¬ 
vakia and west Asia inevitably figured in the review. It means 
that this review of world affairs by the Commonwealth states¬ 
men is more or less a routine affair and adds little to sur 


knowledge of the position .of the Commonwealth countries in 
mpect of world developments. 

But the discussion oh Rhodesia was more than routine; a 
great deal of effort was made especially by the African coun¬ 
tries to place the problem in proper perspective. The central 
issue is: Rhodesia has a small white minority and a large African 
majori^. Is Britain going to be a party to the legal transler of 
power from Britain to Rhodesia until the principle of African 
majority rule is accepted and implemented? President Julius 
Nyerere ot Taiuania used the expressive term NIBMAR—-no 
independence before African majority rule—^to express the con¬ 
sensus of the bulk of the members of the conference; reports at 
the time of writing indicate that barring Britain, Australia, 
New Zealand, Lesotho and Malawi, the rest of the Common¬ 
wealth members would tike to have this principle reaffirmed 
and implemented. Britain was reminded that in September 
1966, she had agreed to the principle; why then attempts at 
comprointse as was indicated in the concessions made 
on board "the Fearless"? The British position can be stated 
thus: she stands by the pledge she gave in 1966 but since the 
use of force had to be ruled out in the circumstances—kith 
cannot fight kith—negotiations had to be continued; the "Fear¬ 
less” proposals provided guaranteed unimpeded progress to 
majority rule and, therefore, were not inconsistent with 
NIBMAR. 

Effective Measures 

Admitting that realism demanded that force could not be 
used by Britain to put down the rebellion of Ian Smith, could 
measures short of force such as economic sanctions be made 
more effective to achieve the object of NIBMAR? And, if the 
compromise proposals were to work, how could the transition 
be guaranteed to move to African majority rule? in both these, 
opinions necessarily. diff<u‘. 

Authoritative reports from London indicate that the differ¬ 
ences ot opinion are unlikely to break the Commonwealth; 
member states are too conscious of its general utility to allow 
the differences of opinion to reach the breaking point. It is 
also interesting that Canada has sided with the African states, 
while Malawi supports the British position indicating that the 
discussion was not on purely racial lines. 

And one final point. It is time that the Commonwealth 
statesmen considered whether or not it would be conducive to the 
stability of the Commonwealth if a declaration of common pur¬ 
poses were issued at one of these conferences. The late L. S. 
Amery, a former Secretary oi State for India, suggested in 
October 1948 the issuing of such a declaration. Ttie raison 
d’etre of the suggestion Is that consultation, cu-operatiun and 
mutual aid form the stuff on which the Commonwealth sub- 
•sists. But for an organism to continue to exist and inspire, 
spiritual content is needed. His own view was that the princi¬ 
ples of freedom, tolerance and justice might well form the 
nucleus of such a deciarailou. It is unlikely that the Common¬ 
wealth countries will consider such a declaration in the near 
future, but the suggestion Is worth serious thought. 


A Correction 

In our issue dated January 10, 1969, on page 43 below 
'Contents’, the onnuat subscription of ‘Eastern Economist’ has 
by mistake been given as Rs 70 Instead of Rs 85. 

The annual subscription rates w.e.f. November I, 1966, 
are as follows: 

Inland; Rs 6,'i. 

Foreign: £7-0-0 or $17-00. 

Airmail rates on enquiry. 
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WINDOW ON THE WORLD 

Prospects for Europe in 1969 

JOSSL.EYN HENNESSY 


I 

THE NOYEMdER CRISIS AND AFTER 

LONDON: 

TlillOUCHOUT 1968, contrary to earlier expectations, output 
ami truuc in the OLCD countries as a whole continued to 
expand stiuusly. The UNP probably rose by more than live 
per cent in volume asainst 3.5 per cent in 1967. Unexpectedly 
slrotis (and unwanted!) demand in the USA and the UK 
generated expansionary forces in many other countries, 
although there was some slackening in Italy, and French 
output tell alter the May strikes. Total OkCD exports and 
mipuits rose by about 12 per cent against S.S per cent in 1967. 

Before November’s Dcutschmat'k<franc-sterling crisis the 
prospect for 1969 m many ways looked good. Outside the 
USn, expansion seemed likely to remain rapid. Several coun* 
tries weie on the way to reaching better levels of employment 
and capacity utilisation with little risk of overheating although, 
for ditteient reasons, rises in costs and prices were special 
problems in tne UK and in France. In the USA a necessary 
and desirable slowdown was expiKsted. 

As against these favourable omtns, the persistence of 
ma.or imbalances in international payments was disturbing. 
Tne buoyancy of domestic demand in 196,’i delayed improve- 
mmt in the US and UK balance of payments. Both could 
look for rcol improvement in 1969 but the delay meant that 
it would not be as good as hoped. Equally Important 
was tne probability (that I predicted here on August 9) that 
« major imbaluuce bclwcen West Germany, France and Italy 
was in the ofllng. The dangers to the franc in 1968 had not 
been due to a weak current account balance, but I foresaw 
that tliis would develop in 1989 when Italy and West Germany 
would be running current surpluses almost as large as in 
1968. It was (and still is) uncertain how far West (xermany 
and Italy would be able to maintain the large capital exports 
that had helped to cause the favourable swing in the USA's 
196J capital account. The delay in the strengthening of the 
UK's balance was keeping intemationat traders nervous about 
sterling, and their worries were increased by their distrust 
ot ti e fiaiic. In the event, the crisis which I feared for 
1909 tanlcd up lost November . Although the dollar was not 
directly at risk, defensive speculation was probably intensified 
by the short interval between the November DM-franc-sterling 
crisis and the March gold crisis. These two crUe.s, taken together 
with France’s May strikes, have left the world monetary system 
pretty battered and have, my spies inform me, raised the sale 
of sedatives among international traders. 

Patchwork Haasuret 

France, West Germany and the UK countered the Novem¬ 
ber crisis by a patchwork of meosurcs which are, of their 
very nature, temporary. West Germany introduced a tour 
per cent subsidy on the c.i.f. value of imports and a four 
per cent tax on the l.o.b. value of exports until March 31, 
1970. The subsidy. If fully passed on, would allow a 3.6 per 
rent fall in tlic landed price of imports, in which case it 
would offset the export tax on any import content of goods 
for export. The package amounts to a four per cent DM 
revaluation on mercliandise trade (excluding goods covered 
by the EEC's agricultural arrangements). The short-run 
effects ot small changes in a country's competitive position 
are difficult to assess but, it the 1961 DM revaluation is any 
guide, the 1968 measures may be small against the advantage 
that West German exporters obtained from their failing costs 


and prices in 1967-68. On the other hand, the 1968 measures 
are likely to moderate future pressures on the general West 
German price level. 

AU this means that West Germany is certain to maintain 
her international competitiveness with its embarrassing 
export surplus. This makes almost everybody (except me) 
nopping mad but, lor tne life ot me, 1 can't see wny West 
Gei-muny snould be compelled to inflate as fast as her laziest 
and most seli-indutgent competitors. ImhiUon arises from 
excess of investment and/or consumption over current savings. 
If, lUe, tne grassnopper in La Fontaine's fable, you enoose 
to do notuing but Sing oU tue hot weather, while the ant 
woras ana stores up tood lor the cola wcatner. yuu can hope 
ti.at U.e ant will ta&e p,ty on you and help you out for 
(peruaps) one or two winters, but it is understandable if 
iu tue tuiru year the ant soys "Do some working and saving 
for yourself lor a cnange". li, as are the facts, the UK 
cnoases to consume around 75 per cent of GNP and West 
Germany around 57 per cent, wny praise the UK grassbop- 
peis’ luilure to control the price level and to invest enough 
to keep GNP growmg as a sign of international co-operation 
and blame the German ant for behaving anti-socially? Nor 
do the mass of the German ants suffer. Between 195J and 

1966 their real hpurly wage rose 71 per' cent cumpared with 
33 per cent for Uie British grasshoppers. It’s all beyond me. 

Tightening Regulations 

To return to the results of the November crisis: Prior 
to this, the UK's tightening of purchasing regulations was 
expected to reduce private consumption by U.5 per cent. After 
ti.c crisis, further measures were taken to effect another 
U.3 per cent reduction. A surcharge of 10 per cent was placed 
on li.e duties of wine, beer, spirits, certain fuels, tobacco, 
and all rates of purchase tax. The clearing bonks were asked 
to reduce lending in sterling to the domestic private sector, 
and to overseas borrowers, to 98 per cent of the Novimbar 

1967 level by March, 1969. Fixed rate lending for exports 
and snipbuiiding, included in the May ceiling, are excluded 
from tne new ceiling. A deposit scheme was introduced for 
munuiactured gooas but not for food, raw materials, and oil. 
Importers are required to deposit 50 per cent of the value 
of such imports ranging over imports of some £2,800 million 
per annum or 40 per cent of currmit imparts. 

When international traders took fright in November and 
“assailed" the franc there was no serious pressure of domes¬ 
tic dcinond in France. It is fashionable to call these traders 
“speculators" or “gnomes”. 1 would like someone to work 
out, if possible, the total of liquid non-assigned funds available 
in the world's free capital markets for purely siieculativc 
purposes. My guess is that they ore such a minute percentage 
of the funds crossing frontiers that, of themselves, they would 
cause scarcely a ripple on exchange rates. The vast majority 
of available funds are earmarked for the export and import 
of goods and services. It is the most elementary, seDsibl", 
economically and aoclally JuatlfiaUe precaution on the part 
of the owners of these funds to avoid being caught out by 
a devaluation or a revaluation. If I have a sizable proportion 
of my cajiital tied up in exporting motor cars in the highly 
competitive market of interaatlonally traded goods, in which 
1 am forced to cut my profit margin to the bone, an unfore¬ 
seen fall in my receipts due to thb devaluation of the currency 
in which 1 keep my accounts could jeopardise the future of 
my company. The same reasoning applies if 1 am an 
^importer, except that 1 auddcnly find my costa are X par 
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cent higher than I allowed Who is to blame If traders 
caught in such dire circumstances curtail credit and protect 
themselves as much as they can, as fast as possible, by 
buying or selling in the forward exchange market? If they 
don’t do this, they should retire from business and join thi- 
nearest charitable trust. 

French output after the May strikes had recovered fairly 
quick!}’ and was well above the end-1807 level, although 
employment had, however risen little, and price rises were 
gathering speed, but the government hoped to keep rises 
within the limits of their post-budget strategy. The balance 
on current account with non-franc countries was probably 
in manageable deficit. Gross gold and foreign exchange 
reserves, though diminished, still totalled some $4,300 ndllion. 
Although some short-term debt to foreign central banks had 
been piled up, France still had access to considerable borrow¬ 
ing facilities from the International Monetary Fund and from 
foreign central b.nnks. The chances were that by the end ot 
1908 capacity utilisation would not be much higher than th<‘ 
somewhat depressed level of late 1807. 

In these circumstances, the franc could hardly be regarded 
as over-valued. Even on the basis of the modest expansion 
implied by the pre-November policies, the current balance of 
payments would probably have developed a substantial but 
not unmanageable deficit. A new wage negotiation was due 
in March, and the intervening increase of prices might h.ivo 
inspired big union claims. The uncertain factor, however, 
was the course of prices. 

The French government's November anti-crisis mea¬ 
sures to preserve the exchange rate involve three main 
strategies. Tightened budget and credit policies to compress 
domestic demand, partly through putting prices up against 
the consumer. At the same time, however, direct intervention 
to contain price rises is to be intensified, which looks to me 


having your cake and eating it. The extemal account has 
been strengthened by a shift in taxation to favour exports 
at the expense of domestic sales and imports, and by the 
relntrtxiuciion of the exchange control which was imposed 
in May and ended in September. 

Some of France’s measures (c.g., the restriction of tourist 
expenditure abroad—a restriction which should be fiercely 
combated us .m infringement of personal liberty by every 
democrat in every democracy—not least In Indi,"*—are con¬ 
trary to international agreements. AH this strikes me ns 
linsty ad hoc efforts to patch up a leaking roof at the height 
of :i mnnsfiot) This applies equally to the llK. 

il 

BASIC TAX RCFORH ESSENTIAL 

t'nlil Friince und the UK pul through ii scries of basic 
reforms in the slruelure of their taxes in such a way as to 
enciiurugc savings und discourage current coasiimption, they 
must expiel to stagger from crisis to crisi.**. 

'I'he authorities of both counirics would doubtless contend 
that my conviction that they must encuiirugc saving and 
discourage current consumption is a glimpse of the obvious, 
but they recoil in horror when I add that their policies imply 
that saving can be encouraged by Increasing taxes on con¬ 
sumption without simultaneously lowering taxes on money 
.siived. At the present time if my income Is Hs 10,000 a year 
and I save Rs 2.000. my income-tax is assessed on Ra 10,000 
a year. Wlicrcas. I submit, that as long as 1 keep the Rs 
2.001) investeil, and do not realise it, my tax assessment should 
1)0 on an income of Rs 8.000 a year. Do 1 hear New Delhi 
joining Ijmd'ni and r.iris to assert that such a scheme Is 
impractic.il? The short answer is that by a multltiwle of 


O.E.C.D. BALANCE OF PAYMENTS BTTH THE REST OF THE WORLD 

1968-1967 


($1,000 million) 


Averai^ 196043 



Balance on 

goods and 

services 

Total capital 
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transfers 
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official 

Primary producers 

S.5 

—8,7 

—4.1 

Developed 

U 

—1.3 

— 

Less developed 

4.4 

-•4.4 

—4.1 

Slno-Soviet 

0.S 

—0,6 

-0.1 

Total (a) 

5.8 

-8.7 

—4.7 


Average 1864-67 
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official 

Official 
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ments 

—0.2 

7.0 

-7.6 

—5.0 

--0.6 

-0.2 

2.4 

—2.2 

... 

0.2 

— 

4.6 

-5.3 

—6.0 

-0.7 

— 

0.0 

—0.6 

-0.1 

— 

0.1 

R.1 

•—8.5 

—5.8 

—0.4 


(a) Including international institutions and untdlocated. 

Note: Conceptually the OECD’s of payments with the rest of the world can Im; obtained by two methods. One 

consolidates the balance of payments returns of member countries on the hypothesis that all transactions within the 
area net out to zero. The other takes as a starting point the regional balance of payments statements submitted 
to the OECD. In theory the two methods should arrive at the same result bui in practice they do not because of 
Inconsistent recording. A number ot tentative adjustments have therefore to be made to the basic data in order 
to obtain a better approximation. The results should be regarded only as rough orders of magnitude, 

Sonree: OECD ‘Economic Outlook’. December 1868. 
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variations (applying to ditfetent kinds of savings) of this 
system. West Germany keeps current consumptloB down to 
S7 per cent of GNP and provides a basic factor in tttaintaining 
the envied stability of the I>cutschmark. 

What emerges from the November currency crisis ig that 
I'Vance, the UK. and West Germany have reduced their 
Ijaymwtts imbalances for 1969, but they have lowered the fever 
without nltufking the disease. They have all three adopted 
taxes and other devices directly to influence trade and they 
have further restricted the freedom of capital movements. 
In other words, while professing their fervent desire to ploy 
the game, they have broken some of the most important rules 
which allow it to be ployed. It is, however, encouraging that, 
despilo tlu* tipheavais of the past twelve months, they have 
nt least allowed the illsmantting of tariffs to go ahead accord¬ 
ing to plan. 

What of the prospects of other 0£C1> countries and of 
the OECD as a whole? 

The forecasts offeml in the OECD’s latest quarterly 
‘Economic Outlook" arc. of course, liable to be affected by 
further policy changes, but on present policies they seem to 
offer o reasonable assessment of prospects. 

Despite the strength of current indicators, the pace of 
expansion should slacken in the USA and the OECD believes 
that, given the strength of the inflationary pressures which 
have now built up, monetary restraint and the maintenance 
of at least the present degree of budgetary restraint are 
needeil. In Erance, demand is likely to Increase less than 
capacity, with a rise in unemployment to an extent which 
depends on how long it proves necessary to maintain the 
present restrictive pcSicics: Domestic demand should also 
rise only slowly in the UK, leaving room for the long awaited 


improvement in the external balance. I hope that the OECD 
is right in this, but one must not*fo|^get that the postwar 
years of creeping inflation have built up a backlog of dis¬ 
posable liquidity which enables consumers to defeat the 
higher taxes imposed by hopeful chancdlors. 

In almost all other OECD countries the outlook is for 
a satisfactory rate of expansion. In West Germany, the 
OECD considers that some easing of demand management 
policies may be needed to compensate for the reduction in 
the external surplus. In Italy rapid expansion will still leave 
a large margin of unused resources—lucky Italy! 

In all, the total GNP of the twenty member countries of 
the OECD should rise by about four per cent in 1989 compared 
with more than five per cent in 1988 and 3.5 per cent in 
1967. This should lead to a significant, but by no means 
disastrous, deceleration in the growth of world trade. The 
OECD exports and imports might both rise by eight per cent 
in value compared with 12 per cent in 1968. A number of 
the primary producing countries could run into financial 
difficulties. Exports to non-OECD countries may slow down 
markedly in the course of 1969. You, in India, will know 
better than 1 how for this applies to you. 

Ill 

INTERNATIONAL CO-OPERATION WANTED 

7'he measures taken in November should substantially 
improve France's balance of payments, strengthen that of the 
UK. and reduce West Germany’s current surplus. But large 
imbalances in international payments will remain and the 
OECD regards it as essential that maximum progress should 
be made in 1969 towards better balance. Progress needs (o 
be made simultaneously by ail the major countries suffering 
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Catch Up 
with 
Tomorrow 


Success tomorrow depends on the decisions you take today. 
Decide now to vieit Leipzig Fair where you can see what'e 
new from all the world In your trade or Industry: see the 
latest techniques and the latest designs: hear of the newest 
trends, and examine at your leisure the competing products 
of more than 80 nations from both East and West. At 
Leipzig Fair .you can do business for today and make 
decisions for tomorrow. Leipzig Fair, centre of trade in 
capital equipment and consumer goods, reflects the economic 
and industrial achievements of the German Democratic 
Republic, which celebrates this year the twentieth anniversary 
of Its foundation. 



LEIPZIG TRADE FAIR 

GERMAN DEMOCRATIC REPUBLIC 

2nd/11th March 1969 • Slat Auguat/7th Saptainbdr 1919 


Fair cards and information about travel to Leipzig obtainable 
from Leipzig Fair Agency, P.O.B. No. 1993, Bombay-1, 
D-7. NIzamuddin East, New Delhl-13, 34-A, Brabourne 
Road, Calcutta-1, No. 6, First Cross Boag Road, Madras-17, or 
at the GDR State frontier. 
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from Imbalance, because independent action by one country 
affects the others, not necessarily helpfully. Thus, West 
Germany’s recent measures, by themselves, will help France 
to strengthen her posititm but they will also Increase Italy's 
large current sunflus. Action by the USA to improve its 
external balance will help to reduce West German and Italian 
surpluses but, unless West Germany and Italy take simul¬ 
taneous action, their policies will make the task of Franco 
and the UK that much harder. 

The OECD emphasises that whatever the method of 
adjustment, a deficit cannot be reduced unless domestic 
demand rises less than output, so that a greater proportion 
of output is used either for exports or to replace imports. 
Even when special measures are taken to favour exports or 
to discourage imports— as e.g.. with the tax changes in France 
"there is a simultaneous job to be done in the management 
of demand. The same is true, in reverse, of action to reduce 
the current surpluses of Italy or West Germany, whether the 
initial action is to stimulate domestic demand or special 
measures to encourage imparts end to discourage exports. 
Domestic demand will have to rise more than output so Uiat 
a greater proportion of demand is satisfied by Imports or by 
diversion of goods from export to the home market. 

Primary responsibility for action lies with individual 
governments. Their task is diffcult not only because of the 
complexities of balance of pa,vments adjustments but also 


because of the social and political problems entailed. Indivl* 
dual action on the natiemal balance of paymenta impinges 
on other countries and its success is necessarily affected by 
the action which other countries take. Oisequlllbrlum cannot 
therefore be eliminated without co-ordinated action between 
the major industrialised countries. That action has been 
inadequate in 196R reinforces the need for more determined 
coKiperative effort in 1960. There is no easy solution. No 
reform can relieve countries of the necessity to adjust and 
no adjustment can be painless. Nor is it reasonable to expect 
that countries would be willing to accept a more rtgoroua 
system designed to force them to adjust, regardless of Um 
consequences on other aims of their domestic policim. The 
international monetary system cannot do more than imvide 
a framework which helps and encourages countries to aeek. 
through co-ordinated action, compromises between national 
and international aims which secure udjustmait with the least 
disturbance to the nima which they share. 

SourcCH and Aekaowledfinents: I have taken the basic 
data from the OECD’s authoritative “Economic Outlook” 
which, whatever the occasionally quaintly Keynesian Inter¬ 
pretations offered, is a solid mass of valuable facts, statiatlcs, 
tables and charts. The OECD, however, can hardly be held 
responsible for (to end with a mixed metaphor to end all 
mixed metaphors) the Idiosyncratic reflections and comments 
with which I have adorned, and speeded up, [he slow moving 
dignity of the “Economic Outlook's’’ majestic pages. 


Common Market Today 

E. B. BROOK 


VIENNA: 

WESTERN EUROPE’S principal trading group, the Common 
Market, had a trying year In 1968 and it faces some fairly 
crucial problems this year. Its six members, especially the 
two big ones, France and West Germany, have shown plenty of 
nationalist wilfulness and. at times, so little cooperation as to 
he near economic hostility. 

The classic example occurred during the Iasi currency crisis 
when the Germans did everything they could to force a devalua¬ 
tion of the franc and France did her best to secure a revaluation 
of the Deutschmark. Neither succeeded, but the blatant clash 
of interests over so vital a matter as the worth of a partner's 
cash and the fact that it was a French member of the Market 
Commission, M. Barre, who helped to persuade de Gaulle not 
to devalue the franc cast a distinct chill over prospects of 
co-oueration within the Market 

There has been also a credit side to the Market's record 
in 196H. It has decided to reactivate its committee on techno¬ 
logical co-operation with orders to make recommendations early 
this year. The commission has also worked on the proposal 
for a renewal of 'the Yaounde convention with the Market's 
African associates and expects to hove a proposal ready by 
AprlL 

Principal among the Market’s achievements last year was 
the comidctlon of its customs union on July 1 well ahead of 
schedule and the beginning of consideration of the Markid's 
immense agricultural problems, with the' Dutch Dr Sicco 
Cansholt's far-reaching proposals as basis of discussion. 

The debit side of the Market's work can pessimistically 
be described as ominous. There is no advance in altitudes 
regarding Britain’s and others’ appUcatlaiu to join the Market 
and, on toe British side, no indication of any wiilingness to 
negotiate other than directly for membership as before. The 
Germans and the Dutch are impatient with the British for not 
pressing on with a back-door approach to Europe but, in 


.shunning this manoeuvre, Mr Wilson probably has the Brittsh 
behind him to a quite unusual degree. 

A direct Mtirket failure has been its decision not to give 
Euratom a new long lease, substituting for it a makeshift 
arr.mt'uinonl which casts doubts on the permanency of o.her 
forms of technological co-operation also. 

In this and other ways the Market cams hard up against 
nationalist interests of its members in 1968 and did not always 
emerge successfully. Its principal setback has been in the 
financial difficulties; the Market will have no solution of its 
own lo offer before mid-February and will not. even then, 
s|H>ak with a strong, still less wilh an auihorilalive, voice. 

But by no means is ail ill wilh the Market. The fact that 
it has unsolved problems means that it has plenty to do 
throughout this year and is in no risk of loaning back, content 
wilh its achlevemimls or dozing in a haze of general agreement. 

The new African agreement, (he agricultural policy and 
technological co-nperution will alone provide enough problems 
and conflieU of interest to keep the Market very much awake 
and on its toes. 

The Market has also begun the massive job of formulating 
ii common policy for dealing wito energy products such as coal 
oil and natural gas. The first guidelines of a programme to 
cfjuaiize the economic conditions under which such products are 
u 8<«.1 has Just been submitietl by the executive committee to 
the council of ministers. 


In their proposals Uie consumers’ interests in low-cost 
oDcray are stressed and there are no provisions for discri- 
mmuiion between Common Market and non-Market energy 
rompanies which means that American and British oil com¬ 
panies would not see their Market competitors receive more 
l.nvoiirablc treatment. 

Debate over the energy policy and over the agricultural 
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proposals is bound to be long and contentious; they deal, 
not with passing interests however momentarily ^tical. but 
with issues vital to the economic health of Europe abd beyond 
and with problems raised by the latest, and olteh swift and 
Immense, developments in industrial technology. 

For this reason the pessimistic view of the Matlcet must 
be rejected. If these problems can be solved and the Market, 
with however much contention, can keep pace with constant 
developments in the fundamental subjects it handles, it will 
be doing its job and maintaining its own vitaUty far more 
than by resting on achievements. The life of the Market— 
and of any such organisation—is often better measured by 
the shorpncBS and intenseness of disagreement between the 
interests of lu members than by measuring the agreement 
eventually obtained. 

There arc a host of lesser subjects ahead of the Market 
also and completion of its first twdve years at the end of 
1909 should see Brussels the capital of a stronger, because 
more tried, orgonlsatlfm than it is now. 

Of the European Free Trade Association it is not possible 
to write so encouragingly. The organisation, it is true, has 


survived by elidit Fcan the tint eiqiectations of its demise 
and it continues in full vigour in Genwh where It has finally 
established a full secretariat and headquarters. 

The principal problem lor EFTA this year will be that 
presented by the probable establishment of a northern trading 
bloc by the Scandinavians, Finland and Iceland. It has yet 
to be seen how far such a group would operate wiUUn or 
apart from EFTA and, it entirely apart from it, how far 
EFTA would continue to serve a usdul purpose. Of the other 
EFTA members, Britain is in somd bad odour on account of 
its alleged self>Beeking trade regulations some of which are 
still said to contravene the EFTA agreements. Austria is still 
seeking to leave EFTA and join the Common Market where 
most of its trading lies. 

Having beaten the Market in speed in establishing a 
members’ customs union EFTA appears to be looking round 
for new economic worlds to conquer and not finding them 
like the European Union in politics EFTA, unless it can become 
more dynamic and find greater Issues to deal with, risks falling 
into a third line organisation to be brought forward only 
when a useful occasion offers. 


Economic Issues Facing the New Administration 

GERARD A. DONOHUE 


WASHINGTON: 

ECONOMIC ISSUES will be high on the list of priorities to 
take decision by the New Administration and Congress. Not 
that the overall economy is in any serious trouble. Far from 
it. The boom that began some eight years ago is continuing; 
most Americans are enjoying a prosperity undreamed (rf only 
a few years ago: this year the gross national product wiU 
exceed $900,000 million, the budget at the end of the fiscal 
year in June will show a surplus, and the strength of the 
dollar abroad is self-evident. 

But, several serious, nagging problems remain, some of 
them, such as checking the inflationary trend in the economy, 
can be solved fairly easily.' Others such as reducing, if not 
ending poverty, and rebuilding decaying cities, will take a long 
time and fantastic amounts of money. 

Until Just a couple of years ago, Americans thought of 
“inflatiim” as something tlut happened in other countries. 
But because of the heavy, and frequently underestimated costs 
of the war in Vietnam, prices which had been gently rising 
at about two per cent per year suddenly started spurting 
upwards, to about five, or five and hall per cent in 1968. 
Although, a tax increase was adopted and government spending 
was cut, prices continued to rise. 

Some blamed the consumers who continued to spend at a 
record pace in spite of the tax increase; others blamed economic 
forecasters for not understanding the consumer. And still 
others blamed the Federol Reserve Board, the nation’s central 
bonk, for allowing deposits and credit to rise too rapidly. But 
whatever it was, the howls from the housewives paying more 
for groceries and clothes, and the complaints from businessmen 
forced to pay high interest rates for loans, have made the 
government determined to slow, the rate of increase without 
over-reacting and bringing about deflation. 

Before Mr Nixon takes office on January 20, President 
Johnson will submit to Congress the budget tor the fiscal year 
beginning July 1. Exactly how much spending it wiU call 
for is not yet known; nor is it known whether Mr Johnson 
will ask for an extension of the surtax. But the budget 


request will almost certainly be more than $190,000 million. 
Mr Nixon wiU have very little leeway over many of the 
expenditures, such as those for social security, interest on 
the national debt and other iwogrammes established by law. 

Defence spending is always the largest amount and often 
the most difficult to estimate very far ahead. Much will 
depend upon the war in Vietnam. If peace could be restored 
there, and American forces returned home, large amounts could 
be saved. But In the light of the world situation, it is hard to 
foresee much of a cut in overall defence spending. But some¬ 
thing will have to be done about “the cities.” Government 
officials, civic leaders, businessmen and urban residents, both 
Negro and white are constantly demanding action in the “war 
against poverty in the midst of plenty,” as it is often called. 

The slums, in particular the Negro “ghettos”, as they are 
often if not accurately termed, are getting bigipr and worse, 
the President’s Commission on Urban Problems reported 
recently. The number of people on relief or welfare rolls, is 
increasing steadily. In New York City alone, about one 
million people out of a population of about eight million are 
receiving public welfare. 

Financial resources of the cities are being strained. Mr 
Nixon is known to advocate giving tax concessions to companies 
that will build or expand plants in the cities and hire those 
that under normal conditions would be considered “tmemploy- 
able,” But how the Congress will regard this proposal is not 
known. There is general agreement that the Federal Govern¬ 
ment will have to do something to aid the cities in building 
more and better schools and in meeting welfare costs, among 
other steps. 

The new administration and the Congress are also going to 
study hard the approaches to foreign aid in hopes of devising 
means that will be more effective and more acceptable to 
both donors and recipients. All of these end other ectmomic 
problems, such as foreign trade, agricultural subsidies and 
many others, will be prime topics of study and dObate as 
President Nixon and the Senate and House at Bepresentatives 
determine priorities and methods of solving the economic 
problems facing the United States. 
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Specialized knowledge in diversified fields increases the volue 
of McKee-WKE engineering to the Steel Industry of India 


Almost one hundred percent of the work of the 
McKee organization for more than half a century 
baa been designing and building facilities for re¬ 
covering and procesaing the earth’s underground 
resources—metallic and non-metallic ores, minerals, 
coal, aggregates, petroleum and chenucals. 

Specialized knowledge gained in one field has fire- 
quently paid off in advanced production facilitieB for 
another. For example, thorough knowledge of blast¬ 
furnace practices and mining and ore benoficiation 
methods led to many improvements pioneered by 


McKee in agglomerating, sintering and pelletizing 
plants. McKee Metals Division eiiginem recently 
drew upon the technical knowledge of our Petroleum 
& Chemicals Division specialiata to aid in the derign 
of highly efficient fbel-injection systems for blast 
furnaces which efiected ugnificant fuel economies. 
Those are typical of many mmilor cases. 

This unmatched fund of technical knowledge con be 
invaluable to India’s steel industry. We will be glad 
to give you complete details of our mine-to-metal 
services. Your inquiry vriil receive a prompt res];x>nse. 


ARTHUR G. McKEE A COMPANY 

UNITED STATES: CLEVELAND . NEW YORK • CHICAGO . SAN FRANCISCO * HIBBING 
ABROAD: LONDON • PARIS • TORONTO • MEXICO CITY • SAO PAULO • BUENOS AIRES 
Represented in India by DR. B. S. GILANI 29 Jor Bagh, New Delhi 3 


H METAIS MnsiON: Comprehensive engi- PTReUVM t CNEMICAIS DtVISIDN: Com- NtSTCRN RNRPP tNGINEElIRR IIVIRilN; 

neering-contractingserviceeforBlast plcte Refineries ond individual Pruc- Plante and facilitiea for pniducUon 

Fiiniacee,St(!o!-MakingShopa,RaU- a8eingUnitBfor.-dlmndnropttruleum of Ncin-Kerrous Metals, 
ing Milla, Coke Ovens. Agglomer- and petrochemical procenwa and for preparation, handling, 
ating. Sintering and Pelletizing a wide range of organic and inorgan- und storage of Orea and Industrial 

Plants and ndated off-site fncUitlca. ic chemicals and chemical producto. Minerals, Coal and Aggregates. 
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Tha advantagaa of uaing Aluminium cornigatad ahaata in prafaranca to gatvanisad 
Iran afiaaia and aabaatoa ahaata ara too many to ba liated haia. Suffica it to aay. t 
fdf roofi ng and aiding appHeatlona aluminium corrugatad ahaat ia your baat buy. « 

HINDUSTAN ALUMINIUM CORPORATION LTD. 

WOMBi MNUKOOTi OIST. WMAPML UiP* 

SALES OmCES AT CALCinTTA, BOMBAY. DELHI. MADRAS & RENDKOOT. 





I CONFESS that I am much less impressed by Mrs Gandhi’s 
moves seeking to bring about the ending of Palustan’s and 
China's enmity towards us than by the eflorts which the Gov¬ 
ernment of India has been making to develop economic co¬ 
operation between our country and others, such as Iran and 
Ceylon. Ceylon and India are finding themselves fellow- 
suflerers In the misfortune brought about by failing tea prices 
in world markets. This has encouraged in the two countries 
the idea that tliey should unite in improving the bargaining posi¬ 
tion of tea in international trade. Starting from this, there is 
a trend, both in Colombo and New Delhi, favouring the explora¬ 
tion of possibilities of economic coKiperatlon generally, which 
will be mutually advantageous. 

As for Iran, the recent visit of the Shah with the Empress, 
and their tour of the land have boen amazingly productive of 
opportunities for creative friendship. Iran is obviously inter¬ 
ested in trading with our country in a big way as well as colla¬ 
borating In joint Industrial ventures. There is clearly great 
scope tor wedding the business and industrial skills of our 
country to the rich natural resources of Iran, the young en¬ 
thusiasms of its rising entrepreneurial class and, above all, 
the practical as well as dedicated commitment of its modem- 
minded and forward-looking ruler to the buUding of Iran's 
economy. After years of wandering in the wilderness, our 
foreign policy seems, at last, to be discovering useful direc¬ 
tions. 

« « 

While 1 am all for our government trying to end the un¬ 
happy state of hostility now existing between Pakistan and 
our country, or, between China and our country, I must point 
out that Mrs Gandhi could not have chosen a mure unlikely 
time fur putting out her feelers. It may be argued, of course, 
that she has stated no new position either on Indo-Pakistanl 
issues or on Indo-Chinese issues and that what she is now 
saymg on these subjects is merely what was always our gov¬ 
ernment's case, namely,' its willingness to be flexible and res¬ 
ponsive in assisting in the peaceful settlement of our outstand¬ 
ing disputes. But, whether Mrs Gandhi has intended that she 
should be so understood or not, her latest pronouncements 
have been widely interpreted as meaning that our govern¬ 
ment is ready to go farther now than It was ever before in 
helping in the normalisation of Indo-Pakistanl or Indo-Chinese 
relations. 

While this initiative on her part is, undoubtedly, welcome, 
I would reiterate ray feeling that it has not been properly timed. 
President Ayub, for instance, has so many worries on ^ mind 
that he cannot reasonably be expected to give high priority to 
any serious effort towards improving Pakistan’s relations with 
India. Superficially It might seem tiiat the President of 
Pakistan would be better able to deal with the current dis¬ 
tempers and disoonteita in his country, which are steadily deve¬ 
loping into a revolt against his dictatorship, were he to succeed 
In reaching a settlement with India. In reality, given Uie 
present state of turbulence in the internal politics of Pakistan, 
any sudi settlement, whatever its terms, is certain to lie used 
against President Ayub by one or the other of the factions now 
engaged In the succession struggle. This, in my opinion, may 
he expected to be sufficient reason for I^ident Ayub not to 
thrust his neck out in pursuing a settlement of Pakistan's emo¬ 
tive claims against our country. This apart, as I had indicated 


earlier. President Ayub has more pressing matters to attend to 
nearer home. 

As for China, attempts to divine what Peking's next move 
may be in international affairs has always been a fascinating 
game which has also been, usually, a futile pastime. Right now 
there is much wishful thinking in the world’s press, if not in 
the world's chancelleries, about Chairman Mao’s supposed new¬ 
found enthusiasm for peeping over, if not jumping over, the 
Great Wall of isolationism Red China bus built around Itaclf 
and its sphere of influence in Asia. 1, for one, would however 
be extremely surprised were Peking’s current thoughts to be 
concerned with anything apart from the course of the Vietnam 
talks. It stands to reason that Chairman Mao's prime inter¬ 
national objective, immediately, should be to try to exploit for 
the purposes of Chhiese expansionism tile next phase in the 
Vietnam affair, whatever the nature of that phase may be. It 
follows that with China, as with Pakistan, negotiating with 
India can only have a very low priority. 

* • 

1 have no hesitation in rejecting‘the contention of Mr 
Karunanidhi, the DMK minister, who master-minded the elec¬ 
tion campaign of Dr Mathias (who contested the NagercoU by- 
election as an independent, but in reality as the Swatantra 
candidate), that the CPM was responsible for the decisive defeat 
of Or Mathias by Mr Kamaraj. It is true that the CPM fiolded 
its own candidate, but the margin secured by Mr Kamaraj was 
so large that it could safely be said that the intervention ^ the 
CPM candidate, who lost his deposit, did not materially affect 
the course of the main contest. It may be argued that, once 
the CPM bad concluded that its candidate hud really no 
chance, it began canvassing for Mr Kurnaraj since it did not 
want the Swatantra candidate to win in any event. This argu¬ 
ment assumes that the CPM did have at one time reasonable 
belief in the effectiveness of its candidate—an assumption 
which is hard io justify given the elementary facts of the 
pattern of the political loyalties or sympathies in the Nagercoil 
constituency. 

In the circumstances, I am inclined to agree with the CPM 
contention that their only piirpose in putting up a candidate 
was to record a protest against the DMK's decision to support 
the Swatuntra-based Independent, Dr Mathias. The CPM, in 
other words, was only interested in making a political gesture, 
and so far as Mr Kamaraj or the Congress party was concern¬ 
ed, he or it owed nothing to the intervention of the CPM for 
the Nagercoil victory. Mr Karunanidhi, therefore, wa.s barking 
up the wrong tree. Incidentally, I am prepared to as.sert that 
even if the DMK had chosen to give fight in its own name and 
under its own flag. It could not have hoped to score against 
Mr Kamaraj at NagercoU. A lot of Cooum has flowed down 
the Hamilton Bridge since the fourth general election. If 
Mr Annadurai docs not know it yet, somebody ought to tell him. 

* * 

An editorial in 'The Hindustan Times’ (January 6-7): “Mrs 
Indira Gandhi I*; one of 28 Heads of Government or Foreign 
Ministers who will have an-ived in I.ondon today for the Com- 
monweallh PWme Ministers' Conference. Where are they 
headed?" 

Simple, my dear Watson. They were headed for the Com¬ 
monwealth Prime Minlsteis’ Conference. 

V.B. 
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Trade 

HINDUSTAN HOrORS TO EXPORT SPARES 

A TiJAM U senior executives from the General Motors Cor- 
poraUon, liSA, arrived in Calcutta recently to explore the 
extent to which Hindustan Motors can supply components and 
assemblies to them lor use in their regular production of cars 
and trucks, ijtncnil Motors purchases annually 10 billion 
dollars worth of goods from various suppliers. If they buy 
even 1 per coni oi tnis from our country, the value of our 
exports could amount to 100 million dollars. It may be 
mentioned in this connection that only a couple of months 
ago the Gtmerul Motors chairman, Mr James M. Koche, visited 
this country to open the new engine plant of the Hindustan 
Motors factory at Uttarpara. He was much impressed by the 
progress made by our automobile industry. The visit of the 
present team is in a way a lollow up of Mr Roche’s visit. 
General Motors has nearly IbU planU throughout the world. 

U.S. LOAN FOR FORGINGS PLANT 

The United States government recently extended a loan 
of Rs 30 lakhs to Wyman-Gordon India Ltd, of Thana, Maha- 
rasblra, to help finance the expansion of the firm’s forgings 
plant. The firm plans to use the loan to increase its annual 
capacity from 4,1)00 tons of forgings to 6,000 tons. Mr S. P. 
Rao. Managing Uirector of Wyman-Gordon, and Mr John P. 
Lewis, Minister-Director, United States Agency for International 
Development Mission, signed the agreement. Wyman-Gordon 
produces a considerable proport.on of connection rods, propeller 
ahalls, steering gears, universal joints, clutch levers, crank- 
Sltaita, and other forgings manufactured in this country. 
Forgings are important components of automobiles, airplanes, 
railway locomotives, and tractors. The Industrial Credit and 
Investment Corporation of India has iixtended a foreign 
exchange loan to Vtyman-Gordon to import a part of the 
machmery required by tlie expansion project. The remaining 
machinery will be purchased from indigenous sources with 
finance provided by a part of the US government loan. In 
li>63 the US government extended u loan of Rs 2S lakhs to 
Wyman-Gordon. 

AIR.INDIA*S HOTEL PLAN 

Air-lndla plans to construct five-star hotels in New Delhi, 
Bombay, Calcutta and Madras to extend better facilities to 
the increased number of passengers when jumbo jets join its 
fleet in 1H7I. Land for a hotel in Bombay has already been 
acquired and work on the project would commence soon. To 
earn more foreign exchange for the country, special tourist 
promotion schemes, such as chartered flights, conducted tours 
and concessional fares are being made. When jumbo jets clip 
fliglit time between Delhi and European capitals imd the air 
fares slump, more foreign tourists would be keen to come to 
this country. Alr-India is also contemplating to computerise 
its t cket reservation work at major world centres to extend 
quick service to passengers. 

INDIA-G.D.R. TRADE TALKS 

Talks between our country and the German Democratic 
Republic aimed at a long-term trade agreement and finali¬ 
sation of the trade plan tor 1869 opened in New Delhi recently. 
Mr N. P. Singh, Director, Foreign Trade, Ministry of Commerce, 
and Mr H. Sachsc. Director-General of External Economic 
Relotiuns, are leading the Indian and East German delegations 
respectively at the week-long talks. The trade both ways ic 
at present of the order of Hs 42 crores. The Indian dele¬ 
gation, it is understood, will try to secure a shift in the 
existing trade pattern between the two countries In line with 
the changes effected in the trade with other East European 
countries by the mission led by Mr Mohd. Shall Qureshi, 


Winds 

Deputy Minister for Commerce in October last. We expect 
to secure imports of more fertilisers, to the extent of one- 
third of total imports from GDR, and of certain other items 
including tractors. So far, the principal Items of imiiorts 
from GDR have been fertilisers, printing machinery, rolled 
steel products, newsprint, calculating machines and machine 
tools. Our exports to GDR, besides traditional Items, have 
been engineering goods, hand-knitting machines, and textile 
machinery. 

HANUFAaURE OF BLEACHING EARTHS 

Bleaching earths are widely used In the decolorisation of 
vegetable oils, fatty acids etc. These earths are being produced 
in the country by two firms. ’I'iieir present annual production 
is about 3,S00 tonnes. Indigenous production is far short of 
the demand in the country (5,000 tonnes) which is expected to fur¬ 
ther increase. The Regional Research Lauorutory, Hyderabad, 
has been engaged in developing activated earths from bentonite 
and Fuller’s earth for bleaching purposes for quite some time. 
They have successfully worked out a process according to 
which the natural earth is processed and activated under 
controlled conditions. The bleaching earth developed by the 
laboratory is comparable to imported earths. 

TEA PROCESSING MACHINERY FOR UGANDA 

Steelworth Private Ltd has won an initial export order 
worth more than Rs 3 Kikhs from Uganda for the supply of tea 
proce&sing machinery. It is stated that alter this is executed, the 
way will be paved for further orders. Steelworth will have 


Haitetn ^conombt 25 Ifeati 

JANUARY 21. 1944 


The publication of a 15-year plan for the development 
of India so as tu revolutionise her living conditions by a 
body of leading industrialists constitutes a landmark in 
the history of post-war economic planning. The plan is 
not a blue-print, it is only an outline indicating the direc¬ 
tion and goal. The details of the plan will hax’e to be 
worked out when its e.ssential basis has been endorsed by 
the country. But there Is no doubt that the plan will re¬ 
ceive widc.spread approbation and approval, for there can 
be no difference in re.spect of the objective .set out or the 
end to be achieved. The trebling of the total national 
income or the doubling of the per capita Income in a period 
of fifteen years and the increase In the national welfare 
and living conditions of the masses of the population which 
such doubling of the per capita income implies may be 
regarded by some as too ambitious. Indeed when one reads 
that In order to reach the goal an expenditure of as much 
as Rs 10,000 crores is contemplated, it is almost certain that 
one will pul it down in the first instance as visionary and 
falling to take account of the so-called hard rcaUUes of 
economic phenomena. But the sponsors of the scheme are 
not academic theorists or visionaries who take delight in 
dreams. ’They are practical businessmen, disciplined in the 
school of realism and fully aware of the implications of 
what they have set out to achieve.. No one can therefore 
afford to brush aside the memorandum as one of the 
numerous essays emanating from the land of Utopia but 
will on the other hand have to examine the plan In aU Its 
aspects against the background of our economic circum¬ 
stances and in the light of our hopes and fears. 
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to import come components and obtatn the rest from Calcuttii 
ond Assum. process them, and send the finished product for 
shippine. thus incurrina heavy transport costs, and yet h’lvi 
been able to compete with overseas firms. 

CARDAMOM LICLKSIKG RULCS 

According to the Cardamom (Licensing and Registration) 
Rules 1961. published in the Gazette of India on December 27. 
1968, all auctioneers and brokers engaged in the bu.siness of 
cardamom have to obtain a licence and all dealers in cardamom 
have to register their names with the Cardamom Board, before 
January 27, 1969. No person shall, after January 27. 1989, 
engage himself in the business of cardamom as an aucli.)uecr 
or broker or denier except under and in accordance with ih,* 
terms and condit’ons of a licence or a certificate of registration 
issued to him in this behalf by the Cardamom Board. Chitloor 
Road. Cochin. 

TOURS OF U.K. PLASTICS FACTORIES 

Overseas visitors to Interplas—the 1969 Intemationul 
Plastics Exhibition for Europe, at Olympia, London, during 
.June 18 to June 27—will have the opportunity to take part 
in specially organized conducted toura of plants and factories 
of the British plastics industry. The tours are to be arranged 
by Independent Trade Missions Limited, in conjunction with 
the organizers of Interpla.s. Prospective visitors to the exhi¬ 
bition who wish to lake part in the tours are invited to apply 
to Independent Trade Missions Limited, 25, Queen Anne's Gate. 
London. S.W.I. England, as soon as possible, indicating their 
spheres of interest. Interplas has been sponsored by the 
journal 'British Plasties’ in co-operation with the British PUiv 
tics Fwieration. 

AUTOMOBILE TARGET 

A working group on transport equipment appointed by the 
union Ministry of Industrial Development is understood to 
have recommended a target of 175.000 vehicles by the end of 
the fourth Plan. This will comprise 85,000 commercial vehi¬ 
cles. 75.000 cars and 15.000 jeeps. The current production is 
80,000 vehicles. In regard to two-wheeler and three-wheeler 
vehicles, a target of 210,000 has been suggested against the 
current production of 85.000 vehicles. Another panel Ims 
recommended dbuhling of the output of anciUaries both in 
quantity and value. Thus against the present production 
valued at R$ 84 crores the output during the fourth Plan is 
expected to go up to Rs 170 crores. This projection has been 
made in the light of the vehicle production targets and the 
anticipated growth in vehicle population during the fourth 
Plan period. It will cover all the major components not only 
of motor vehicles, but also of tractors, earth-moving equipment 
and internal combustion engines. 

BARK OF RAJASTHAN JUBILEE 

Inaugurating the 6ilvec jubilee celebrations of the Rank 
'of Rajasthan recently, the Deputy Prime Minister, Mr Morarji 
Desai, stated that he had received no complaint to far against 
the working of social control; he was actually quite sotisflnl 
with Its working. But there were some who wdre suspicioii.s 
that this happy situation might not continue for long and 
that bankers might undo social control. The government. h<‘ 
warned, would not allow any kind of violation. Bodal control, 
he add^, had been thought of for the larger dlwclopment of 
the country as a whole and to ensure availabUitjr of resources 
for a' ipreatSr number of entrepreneurs. Social control should 
make resources available to “new" people, specially to small 
iudustrtaiists and tanners, he said. 

Mr Desai called upon the banks to particularly help the 
agricuRural sector, in purchasing equipment, fertilisers and 
the like. This' wi^d create cbnfldMcb oNiong the rural popu¬ 


lation. impelling them to deposit their money in banks and 
not turn it into gold. He also wanted banks to .seek people 
eligible for financial assistance rather than wait for them 
to come to them. 

The Rajasthan Chief Minister, Mr Mohanial Sukhadia, 
spoke of the state's increased Industrinl potential made possible 
by power resources and new finds of rock phosphate or ctm- 
centrates in certain parts. He said the state could get over 
its backwardness in the next 10 years If it was enabled to 
convert the raw materials into finished products. 

KAMANrS TOWEBS FOR IRAN 

Kamnnis have secured a Rs tS-crores contract for the 
supply of 25.01)0 tonnes towers and 11,800 tonnes conductors. 
Kamanis have already supplied 1,500 tonnes of towers to Iran 
and last year secured an order for 5.000 tonnes of towers 
and 3,000 toimes of conductors. The Kamanis deal will en¬ 
visage the establishment of an organisation and engineering 
network over a wide area in Iran to collect data for the work. 
There are nearly 16 electricity authorities in Iran located in 
different regions. The financial institutions in this country 
will have tot face deferred pa^’mem problem and Kamanis 
propose to lake the assistance of the IDBI. ECGC and commer¬ 
cial banks- 

BONUS Aa AMENDED 

An ordinance has been promulgatMl by the President 
under Article 123 of the Constitution to amend Section 5 of 
the Payment of Bonus Act. 1985. The object of the amend¬ 
ment is to clarify the amount of direct tax deductible from 
gross profits in the computation of available surplus. The 
available surplus, according to the amended Section 5, will 
Ih* so computed that the amount of tax rebate accruing to 
the employers on account of the bonus ooid or payable under 
the Act becomes a part of the available surplus of the 
succeeding year instead of going entirely to the employers. 
The effect of the amendment would be to increase the amount 
of available surplus, sixty per I'eiit of which (sixty-seven 
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per cent in the case of foreign companies) is aOeeable for 
payment of bonus to the employees. The amendment is appli* 
cable to compulation of available surplus in respect of the 
accounting year commencing on any date in the year 1B6R, 
and in respect of every subsequent accounting year. 

DEHOGRAPHIC DATA 

Dr S. Churdrasekhar, union Minister for Health, Family 
Planning and Urban Development, drew pointed attention in 
Bombay recently to a disquieting situation caused by the fact 
that the country’s system of registration of births and deaths 
was steadily deteriorating in spite of efforts to Improve it. The 
problems of improving data collection had been discussed 
threadbare and the causes for the present position were well 
understood, but the situaUon bad shown little improvement, 
the Minister added. He was delivering the inaugural address 
at the symposium on "Population ProUems of India”, held 
under the auspices of the 56th session of the Indian Science 
Congress. 

LIBERALISATION OF LICENSING 

The Minister for Industrial Development and Company 
Affairs, Mr Fakhruddln All Ahmed, Indicated recently that the 
government was considering further liberalisation of licens¬ 
ing procedures subject, however, only to constraint by foreign 
exchange availability. Ucenalng of Industries, he said, had 
by and large been “extremely pragmatic”. 

JAPANESE TRADE TEAM ON PORTS 

The Japanese trade mission now here to survey the pros¬ 
pects of Increased trade in primary products with this country 
would also study the adequacy of port facilities at the Vizag, 
Calcutta and Haldia ports. This was stated recently by Mr 
Takeshi Okamura, leader of the 10-member Japanese delega¬ 
tion, He said there was constderaldc scope for an increased 
offtake by Japan of the primary products from this country. 
But the Japanese Government felt that the prices charged for 
these were on the high side and this was directly due to the poor 
facilities for transhipment between India and Japan. Mr 
Okamura said that Japan's desire to expand her trade with 
India in primary products was based on a two-fold objective. 
First, it was necessary to correct the present trade Imbalance 
between the two countries. According to him, imports into 
Japan during 1968 totalled $260 million as against Japan's ex¬ 
ports worth $140 million to India. Secondly, Japan wanted to 
collaborate with India to improve her foreiin exchonge earn¬ 
ing rapacity through stepping up trade. Mr Okamura indicated 
that another trade mission was likely to visit India to survey 
the prospects of Japan’s buying intermediate and engineering 
goods. 

MADRAS RUBBER FACTORY 

A loan of Rs 75 lakhs had been extended to Madras 
Rubber Factory by the US government to help finance its 
expansion scheme. The compuiy plans to increase its pro¬ 
duction capocity of automobile tyres and tubes by 26 per 
cent to 450,000 each. Retread rubber production is planned 
to be enhanced to 9,000 tons from 6,000 tons. New plant 
facilHiea will also be established at the factory in Madras to 
manufacture two million bicycle tyres and tubes. A part of 
the increased output will be for export. 

CANARA BANK 

Canara Bank has shown satisfactory progress during the 
year 1968. Preltminary un-audited figures indicate, that the 
bank's deposits have incteased from Ra 126.56 erores as at 
December 31, 1967, to Rs 146 erores as at the end of 1968. 

During the year 1968, the bank took over the Pangal Nayak 


Bank Ltd. Including the branches taken over from the Pangal 
Nayak Bank, 85 new branches were added during 1968, making 
a total of 302 branches as at the end of 1968. The branches cover 
11 states and the union territories of Delhi, Pondicherry and 
Goa. As many as 177 bihnehes serve rural and wmi-uihan 
areas. 

RAYMOND WOOLLEN IN CRISIS 

The Raymond Woollen Mills at Thana is on the verge 
of closure for want of raw material. The combing diviMon 
has already closed down and if fresh wool supplies did not 
arrive soon, the entire mill might have to be closed down. 
Raymond is among the foremost worsted mills in the country 
pr^uclng about 6,000 metres of worsted fabrics every day. 
The delay in the import of wool could seriously affect the 
export of tbc fabrics. Raymond itself accounts for 60 per 
cent of the exports, its performance in 1967 being of the 
order of Rs 1 crate and in 1968 Rs 85 lakhs. 

COOPER ALLEN TAKEN OVER 

The uni«m government has decided to take over Cooper 
AUen Tannerire in Kanpur. The terms and conditions for 
the take-over have been discussed with the Bajorias and an 
agreement arrived at. 

NAMES IN THE NEWS 

Mr Nani A. PaOthralg has been elected ebairnum of the 
Associated Cement Companies Ltd, wiUi effect from January 
1, 1969. 

Mr Keahnb Mahindra has been elected president of the 
Maharashtra Economic Development Council for 1969. Mr 
BabvUial M Chlaal has been elected the chairman of the 
Council. Mr M. L. Apte, vice^resident of the Maharashtra 
Chamber of Commerce, and Hr P. L. Badassl, secretary- 
general of the All-India Manufacturers’ Organisation, have 
been dected general secretaries of the Council. 
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Company Affairs 


DENA BANK 

THE DIRECTORS ol Dena Bank Ltd have recommended a 
final dividend of Rs 4 mukins a total ol Rs 0 per itbarc, 
(12 per cent), the same as in the preceding year. The net 
prolit of the Bank, subject to audit, iunounts to Rs 31,48 lakh.s 
against Rs 33.03 lakhs in the preceding year. Together with 
Uie amount brought forward from the previous year’s accounlh, 
the amount available lor appropriation comes to Rs 32.40 lakhs. 
The interim dividend has absorbed Hs 5 lakhs. The allocation 
to the reserve fund has been maintained at Rs 10 lakhs, takuig 
the reserve lund to Rs 1.60 crores. The proposed Imal dividend 
will absorb Rs 10 lakhs. A sum of Rs 7.46 lakhs, subject 
to payment of bonus to staff, is carried forward. The total 
deposits of the bank have gone up by Rs 16 crores to Rs 
121 crores and advances by Rs 7 crores to Rs 71 crores. The 
working funds have risen from Rs 114 crores to Rs 130 crores. 
and the number ol accounts from Rs 5.30 lakhs to Rs O.siu 
lakhs. The bank has 214 offices in 14 suites. 

KIRLOSKAR BROTHERS 

Kirloskar Brothers Ltd suffered a set-back in its working 
for the year ended July 31, 1068. Although sales and other 
income has gone up a little to Rs 9.94 crores against Rs 0.02 
cnircs. the gross profit of the company has dropped to Rs 
95 lakhs from Rs 106.02 lakns in the preceding year. The 
directors propose, however, to midnlain the dividend of 9 per 
cent, on equity shares. The provision for managing agents' 
commission is lower at Rs 5.09 lakhs and that for depreciation 
has gone down to Hs 25.44 lakhs from H.s 25.52 laklis. The 
piovisiun lor development rebate is also lower at Rs 4.28 
lakhs. The provision for taxation, including Rs S.IB laktis 
pertaining to previous years, amounts to Rs 38 lakhs. The 
net profit comes to Rs 22.71 lakhs. The ullocalion to the 
general reserve has been reduced Irom Rs 16.50 lakhs to Rs 7.S0 
lakhs. Allocations to debt redemption reserve and capital 
redemption reserve have been maintamed at Hs 2 lakhs and 
Rs 1 lakh respectively. The proposed dividend on eiiuity and 
preference shares will account for Rs 12.30 lakhs. 

HINDUSTAN ANTIBIOTICS 

Hindustan Antibiotics Ltd, Pimpri (Maharashtra), has 
reported a Call in the sales and profits for the year ended 
March 1968. The gross profit has dropped from Rs 243.22 luktis 
m 1966-67 to Rs 165.31 lakhs in 1967-68. After providing Ks 
40.70 lakhs for depreciation, Rs 6.88 lakhs for development 
rebate reserve, and Hs 64 lakhs for taxation, the net profit 
is lower at Rs 49.63 lakhs against Rs 86.23 lakhs in the previous 
year. Sales have come down from Rs 716.60 lakhs to Rs 
646.62 lakhs. The net profit has been arrived at after provid¬ 
ing Rs 10,22 lakh.'i for payment of arrears to the employees 
on account of the recent settlement with the workers. A sum 
of Rs 11.83 lakhs has also been charged to the accounts for 
scientific research in terms of the Finance Act, 1967. The 
directors propose to maintain the dividend at 10 per cent, 
which absorbs Rs 24.73 lakhs. They, however, intend to lower 
the special dividend from S per cent in the previous year 
to 4 per cent for the year under review. This will absorb Rs 
9,89 lakhs. A sum of Rs 27.32 lakhs is proposed to be trans¬ 
ferred to the replacement reserve, against its 32.40 lakhs. 

ABRASIVES AaSTINGS 

The working of Abrasives and Castings Ltd,' during the 
year ended June 30. 1968, has resulted in a prMit of Rs 44,750 
against a loss of Rs 2.72 lakhs m the previous year. The 
total loss of Rs 2.24 lakhs has been set off against general 
reserve, leaving a balance of Rs 1.35 lakhs to the credit of 


general reserve. Arrears of depreciation for 1966-67 and 
1967-68 .-uuount to Rr 6.42 lakhs and those of development 
rebate reserve to Hs 65,000. Sales have risen to Rs 22.24 lakhs 
(ram Rs 16.04 lakhs. The directors have stated that the work¬ 
ing of the company was affected during the year due to labour 
uuiest in the Calcutta region. Its plants remained closed for 
38 days due to strikes. The working in the current year 
lias, however, been satisfactory and sales in tbe first five 
months of the current year Irom July to November, amounted 
to Ks 14.34 lakhs against Rs 8.55 lakhs in the same period 
lust .rear. The ontluok (or the sugarcane crushing mill also 
was icported to be satisfactory. Erection of new machinery 
at tile steel foundry was almost complete and trial runs were 
e.spected to start soon. 

HASTINGS HILU 

llusiings Mills Ltd proposes to enter tlie market with a 
preference issue of Hs 25 lakhs in 25.000 redeemable cumu¬ 
lative preference shares of Rs lUU each carrying a fixed 
cumulative preferential dividend of 9.3 per cent on January 20. 
‘I'he subscription list will close on January 31 or earlier at 
Hie discretion of the directors but not before January 25. 
Against an authorised capital of Rs 2 crores, the company 
tins !i paid-up capital ol Rs 80 iakiis m ordinary shares of 
Rs 100 each and preference capital of Rs 25 lakhs in preference 
siiares of Rs 100 each. The company was incorporated in 
1935 1o acquire and take over us a going concern the business 
and goodwill o( tile jute maiiufacluriiig business then carried 
on by Birkniyr-' Bros at Rishra and clsewhete and also to 
cairy on the business us iiuinufacliircrs of fibrous materials. 
The eonip.niy, however, has not conlined its activities to the 
pi'uduetion of jute products oniy liut started an art-silk weoving 
section under the name and style of "Rhree Ram Silk Mfg. Co.” 
and another separate unit to manufacture coir products. 

UNICHEN LABORATORIES 

Unielieni Laboratories Ltd is .setting up a new plant ut 
(liia/.iubud (UR) lor the mannlarliirc of high protein vila- 
minised biscuits and sweets. The company has obtained a 
licence for the production of protein luffees (900 tonnes), 
bi.sciiits (1.500 tonnes) and weaning foods (3,000 tonnes). 
These products will liave 25 pet cent protein with a minimum 


THE CALCUTTA ELECTRIC SUPPLY CORPORATION 
LIMITED 

(Incorporated in England) 

Notiec is hereby given that the Board of Directors 
of this Company have declared pa.vment of an Interim 
Dividend on the Company’s Ordinary Stock at the rate 
of £4J per cent net (tax applicable at 8s. 3d. in the £) 
for the year ending 31st March, 1989. Payment will be 
made on 15th February, 1969, to those stockholders 
who.se names are registered in the Company’s Stock 
Register on 29th January, 1909. 

Api)lication.s for transfers received in this Office 
liefoie 12 O’clock noon on Wednesday, the 29th Januory, 
1969, will, if otherwise satisfactory, In* rogistered at 
that date for the purpose of participation in the above 
Dividend. 

BY ORDER OP THE BOARD 
D. P. M. KANGA 
AGENT 

VICTORIA HOUSE. 

CALCUTTA, 9lh JANUARY, 1969. 
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rcqiiin-ment of vitumlns. The plijnt, which is expected to go 
into pioduction in April this year, will need dally about 350 kg 
of |)i oleins to be extracted from specially prepared groundnut 
cai'.c. Ihe company has plans to start three more similar 
units in different parts of the country—one each in Bombay, 
Hyderabad or Cochin and Patna or Varanasi. It is proposed 
to sell these products almost on a no-protil>no-loss basis. The 
company is already producing a number of pharmaceutical 
products, including enzymes, eitumlns, insulin etc., at its 
Ghariabad factory. 

HYDERABAD ALLWYN 

T1 c exc.se duty levied for the first time on steel furniture 
and the increase m duty on reirigerators adversely affected 
the worlcins of the Hyderabad Allwyn Metal Works Ltd, for 
the year ended April, 1908. The company incurred a loss of 
Rs 5S.09 lakhs after providing Rx 18.53 lakhs for depreciation. 
A balance of Rs 6.37 lakhs is available after adjustments 
against excess depreciation and taxation and taking into ac¬ 
count the sum brougiit forward from the previous year. 
Reserve for contingencies gets Hs i).20 lakhs leaving Rs 16,550 
to be carried forward. Sales were Rs 4.68 crures against Rs 
5.i!4 crorcs in the previous year. 

LICENaS AHD LETTERS OF INTENT 

The following licences and letlcr.s of intent were issucu 
under the Industries (Development and Regulation) Act, 1051, 
during the fortnight ended November 9, 1968. The list con¬ 
tains the names and addresses of the licensees, article.s of 
manufacture, types of llccnci's—New Undertaking (N.U.): New 
Article (N.A.); Substantial Kxpansion (S.E.); Carry on Busi¬ 
ness (C.O.B.); Shifting" and iinniial installed eapacitv. 

During the Week ended November 2, 1968 

LICENCES ISSUED 

Machtne Tools 

M/s Kantilal C'hunilul Sc Sons. 3, .lawahar Rd: Udyug 
Nagar, Post Box No. 4, Udhna, (Oistt. Surat), (Gujarat Statu) 
Heat Treatment and Ann>.'aiing Kuniucc.s—20 units; Muflle 
Furnaces—20 units; Salt Bath Furnaces—15 units; Industrial 
Oven.s—25 units; Thornuistalx—23,000 nos.; Industrial Heaters 
for Ovens, Acid, Alkali & Pickling Baths etc—5,000 nos; Auto¬ 
matic Controls for Ovens, Healers, Oil, ct<-- 2,0011 nos; S-Heat 
& 7-Heat Switches—10.000 nos; Co.ntrols for Autoinaiic irons 
40,000 nos. (N.A.). 

Textiles 

M/s Zenith Silk Mills, Vadtal Dcvdl Road, Surat-3. (Guja¬ 
rat)—Art Silk Fabrics—21 Art Silk Powerluonis • (Total of 121 
Poweriouin.s after cxpansioni. (S.E.). 

Food Processing Industries 

M/s Ranglal Flour Mills. Upper Ba.".ar, Ranchi. (Bihar)— 
Wheat Prorlucts—0252 tonnes (on three shift basis). (C.O.B.). 
M/s Shrt'o Gujarat Flour Mills, Prop. M/.s M. C. Modi & Cn.. 
Signal Faiia, Godhra (Gujarati—Wheal Products—12,432 ton¬ 
nes (on three shiCt basis)—(C.O.l’.); M/s Shree Gangs Flour 
Mills, 14 & 15, Grand Foreshme Road, Rainkislopur, Howrah. 
(West Bengal)--Wheal Products--14.388 tonnes (on three shilt 
basis). (C.O.B.). 

LETTERS OF INTENT 
Metallurgical Industries 

M/s Union Carbide India Ltd., P.O. Box 533. Parliament 
Street. New Delhi. (Madras) • Zinc Strips, Calots ami Plates— 
6.(HiO tonnes, (N.A.). 

Fcrtiliscni 

M/s Kalinga Tubes Ltd, 33. Chiitaranjati Avenue, Cal¬ 
cutta-! 2. (Location not yet finalised)—Urea --140,250 tonnes; 
Nitro-Phospliate (20;20:0)--429,000 tonnes; NPK (15:13:15)— 
574,000 tonnes; Calcium Ammonium Nitrate—336,000 tonnes. 
(N.U.). 

Chemicals 

M/s Indian Organic Chemicals Ltd, 28, Apollo Street, Fort, 


Bombay-1. (Madras)—Polyester Fibre—6,100 tonnes. (N.U.) 
Textiles 

M/s Anglo French Textiles Ltd, Pondicherry. (Pondicherry) 
—Cotton Cloth—57 Automatic Looms. (S.E.); M/s Bally Jute Co. 
Ltd, 15. India Exchange Place, Calcutta-1. (West Bengal)— 
Carpet backing Cloth—40-Broadiooms with an installed capa¬ 
city of 2,750 tonnes. (S.E.). 

Food Processing Industries 

M/s Foods, Fats 8t Fertilizers Ltd, Post Box No. 15, Todo- 
palligudem. (Andhra Pradesh)—Fruit Juice Cereals In Powder 
6c Tablets Form—600 tonnes; Breakfast Food & Snacks (Ex¬ 
cluding Com Flakes)—1000 tonnes; Fruit Juice as bottled dihiks 
—too tonnes. (N.A.). 

LICENCES REVOKED OR SURRENDERED 
(Information pertains to particular licences only) 

M/s Walchandnagar Industries Ltd.—Steam Turbines; M/s 
New India Spg. & Wvg. MiUs (P) Ltd.—Cotton Yam; Shrl Hajl 
A. B Hakeem, Chief Promotor of M/s The Malegaon Co-opera¬ 
tive Spinning Mill—Cotton Yam; Shri Maharaja Kumar Priya- 
hrata Singh, Manipur Co-operative Spinning Mills, Ltd.— 
Cotton Yarn; M/s Shree Krishna Fibres and Industries—Cotton 
Yura; Shri Mansukhalal Pimja Shah, C/o Shri Vinayakruo V. 
Kulkarni-Cotton Yarn; Shri Goluguri Venkata Reddy. Direc¬ 
tor: Shri Sarvaraya Sugars Ltd- Cotton Yarn; M/s Rama & 
Sons (Calcutta) Pvt. Ltd. (New Name M/s Eastern Polvniors 
Corpn. Ltd.)—^Acrylic Fibre. 

During the Week ended November 9, 1968 

LICENCES ISSUED 

Transporialion 

M/s Super Seals India Pvt. Ltd., 21-A, Ntzam-ud-din West, 
.New Deihl-13. (Haryana)- -Oil Seals-—Two niilllon numbers 
(after expansion). (S.E.). 

Textiles 

M/s Reliance Jute Mills Co. Ltd, 9. Brabourne Road. Cal¬ 
cutta-1. (West Bengal)--Jute Carpet barking Cloth - 100 

Broad Looms to produce 5080 tonnes of carpet backing doth. 
(S.E.). 

LETTERS OF INTENT 
Metallurgical Industries 

M/s Usha Martin Black (Wire Ropes), Ltd, 1-1, Pnneep 
Street, Calcutta-13. (Bihar)-High Tensile (20 to 36 SWG)-- 
1,800 tonnes; Shaped Wires, (Various shapes and sizes)—600 
tonr.es, Copper Coated Wires (19 to 22 SWG)—1,200 tonnes; 
Mild Steel Wires (19 to 26 SWG)—5,200 tonne.s; Tinned Wire 
(2i) to 24 SWG) — 200 tonnes. (N.A.). 

Tran.'ipurlation 

.M/s Sdndia Workshop Ltd; (Patent Slip), Dockvard Road, 
Mazugon, Bombay-lO. (Maharashtra)—Sliding & Roiling 
Covers for Ships—30 sets for six ships; Hatch Covers for Barges 
-10 sets for 10 Barges. (N.A.). 

Industrial Machinery 

M/s Bruithwaite & Co. (India) Ltd. G.P.O. Box No. 427, 
Calcutta-43. (West Bengal)—^Jute Carding Machine—JF2 Long 
.lute Breaker Card—40 no.s: JFl Cutting Breaker Card—10 nos; 
JFIO Teaser Card—10 nos; JF3 Cutting Finisher Card—10 nos.; 
JF4 I^ong Jute Finisher Card—30 nos.; Total—lOO nos. worth 
Rs 120 lakhs. (NA.); M/s Deepak Industries Ltd; 62, Hazra 
Road. Caleutta-19. (West Bengal)—Marine Gear Boxes—100 
unit.--. (N.A.); M/s EID Parry, “Dare House", Post Box No. 12, 
Madras-l. (Madras)--Lindane—600 tonnes. (N.U.). 

Ceramics 

M/s H & R Johnson (India) Pvt. Ltd, Nonabhoy Mansion, 
Sir P.M. Road, Bornbay-1. BR, (Maharashtra)—Glazed Tiles— 
Up to 4290 tonnes. (S.E.). 

LICENCES REVOKED OR SURRENDERED 
(InformatiOD pertaina to particular licences only) 

M/s Noble Paint St Vamlsh Co. Pvt Ltd, Bombay—Cobalt 
Sulphate, Cobalt Oxide, etc; M/s Factories Pvt. Ltd. Kanpur— 
Turning Tools with Cemented Carbide tips, (excluding Carbide 
Ups); M/s C. Vivokananda. Madras—Cotton Yam. 
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Economic Situation and 

THE DEPARTMENT of Industrial Development in the 
Ministry of Industrial Development and Company 
Affairs, Government of India, presented a review of 
our economy in 1968, along with its impact on different 
industries, at the twentieth meeting of the Central 
Advisory Council of Industries, held in the capital in 
the first week of the current month. This review is 
given below together with the figures of production 
of all major industries for the period 1961 to 1968. 

The Iiulian economy passed through a difficult phase 
during 1968 and 1967. Severe dn>ught conditions prevailing 
in large parts of the country for two years m succession 
affected agricultural production and incomes. The failure 
of rains cast its shadow over the whole economy. Larger 
provision of foreign exchange had to be made for the import 
of foodgrains. Consequently foreign exchange allocations for 
the import of raw materials, components and spares required 
by en^neering and chemical industries had to be severely 
reduced in 1965-66 and through n large part of the following 
year. Larger budgetary allocations were also needed to afford 
relief to the drought-affected areas. The unsatisfactory pro¬ 
duction of crops reduced the supplies to industry of agricultural 
raw materials such as cotton, jute and oilseeds. The reduced 
incomes in the rural sector dimmed the prospects for expansion 
of demand for consumer goods. Also the increased prices oi 
foodgrains compelled the urban consumers to divert a larger 
proportion of their income to food, leaving them with a smaller 
balance for non-food purchases. The need to set apart a 
sisablc part of the budget for drought-relief, among others, 
necf’ssitated the scoUng down of development programmes 
by public sector agencies such as Railways, Central Water and 
Power Commission and other public sector agencies. This 
had an adverse effect on several industries like machine tools, 
railway wagons, wire ropes, steel structurals and commercial 
vehicles. The difficulties of industry were aggravated because 
of the fact that new capacity which had been planned for 
earlier under buoyant conditions came on stream just at the 
time when demand had begun slackening. As a result of these 
factors the rate of growth in industrial production showed 
a steep decline. While the early years of the third Plan ha<i 
recorded a rate of increase of about 8 per cent per year In 
industrial production. 1966 showed only a marginal increa.se 
ol one per cent. The position worsened still further in 1967, 
which registered a decline—although nominal of 0.5 per cent 
in the rate of growth. 

Signs of Recovery 

The Indian economy began to show some signs of recovery 
in the early part ol 1968, which strengthened gradually through 
Ihe year. This was due to several factors. The year 1987-63 
turned out to be one of the best crop years in Indian agricul¬ 
ture. The rains were very good and in additiem the efforts 
to make the Indian farmer realise the advantages of employing 
chemical fertilisers, sophisticated farm equipment and high- 
yielding varieties of seed appeared to have begun to succimhI. 
This was reflected in a record production of 95 million tonnes 
of foodgrains during the year. There was also a noticeable 
increase in the output of commercial crops like oilsi#ds, raw 
cotton and natural rubber. Largely as a result of the 
improvement in the agricultural sector the national income 
increa^ by about nine per cent which is a record in recent 
years.’ 

An encouraging sign which appeared in the Indian economy 


during 1968 was the appreciable xecord of achievement in the 
export sector. Exports during the first nine months of 1968 
reached a record level of Rs 968.6 crores. This was hi^ier 
by about 10 per cent than the exports in the corresponding 
period of the preceding year. It was also higher, by about 
three per rent, over the record of Rs 939.6 crores (in terms of the 
present rupee) which had been reached In January- 
September. 1964. Beginning with a decline of 3.7 per cent 
in the first quarter of 1068 exports recorded a sizable Increase 
of 12.5 per cent in tlic second quarter and a still higher Inciraae 
of 16.8 per cent was registered during the third quarter. 
Available information shows that the uptrend in exporta 
continued even during the months of October and November, 
1968. The period was also notable for the expansion in the 
exports of non-traditional manufactures and semi-manufactured 
goods. Exports of non-traditional ilems like iron ore, leather 
and leather manufactures, engineering goods, handicrafts, iron 
and steel, chemicalis, etc., constituted as much as 42 per cent 
of India's total exports during the firsi 8 months of 1986. 
The significance of this would be appreciated in view of the 
fact that IS years ago the share of non-traditional items in 
the total exports was as low as 21 per cent. Even between 
1967 and 1968 the share of non-traditional items showed some 
increase; from 37 per cent during January-August 1967 it 
went up to 42 per cent during January-August 1968. The 
share of traditional items like tea, jute goods, cotton textiles, 
tobacco, raw jute, raw cotton, manganese ore. lac, etc., on the 
other hand showed a decline from 63 per cent to 58 per cent 
during this period. By and large, exports of engineering goods 
and iron and steel products recorded a heartening increase. 

Impact cn Industrial Production 

These factors had their Impact on industrial production 
<liiring 1988. The general index of industrial prodiicUon. 
(196(1=100), whu-h is available for the first 8 months of the 
year, showed an increase of about six per cent over the 
corresponding period of the preceding year. The significance 
of this increase becomes apparent in the light of the depressing 
performance in tlie previous two years. While the rate of 
iucr(*ase in the index during January-August 1966 had dwindled 
to a nominal 0.2 per cent, the same period in 1967 showed an 
actual decline, although nominal, of 0.0 per cent. While part 
of the increase in 1968 was accounted for by a small Increase 
(4.9 per cent) in mining and quarrying and a much more 
substantial increase (15.7 per cent) in electricity generation, 
a large part ol it was undoubtedly due to the manufacturing 
sector which accounts for the bulk of the index. The 
improvement in the manufacturing sector was the result of 
the sizable increases in several of ihe constituent groups such 
as beverages and tobacco industries (7.6 per cent), cotton 
textiles (10.4 per cent), woollen textiles (9.5 per cent), paper 
and paper products (13.7 per cent), rubber products (13.6 per 
cent), chemicals and chemical products (7.7 per cent), petro¬ 
leum refinery products (11.7 per cent), copper smelUiig and 
rolling (31.7 per cent), aluminium manufacturing (21.5 per 
cent), brass manufacturing (40.2 per cent), non-electrical 
machinery (H per cent) and electrical machinery (10.3 per 
ceni). 

It i.s significant to note that the recovery was noti^ohle 
not only in consumer goods industries such as beverages and 
tobacco industries, textiles and paper and paper products, but 
also in several intermediate products such as cotton yam, 
automobile tyres and tubes, sulphuric arid, caustic soda, soda 
ash. aluminium and copper. The breakthrough in agriculture 
resulted in larger demand for fertilisers, pesticides and farm 
Kiuipmmt which was reflected in the improvement in the 
vutput of these products. The larger availability of ogricul- 
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tural raw muU-rials such as cotton, oilseeds and natural rufafber 
stimulated an incrcese in the output ol the user Industries. 
Several of the consumer industries emerged With larger 
demands partly on account of the increased Incottws in the 
rural sector and partly owing to improvements in the export 
sector. Some industries such as the manufacture of petroleum 
products, caustic soda, soda ash, bicycles, radio receiven, 
electric fans, electric lamps and sewing machines were able 
to utilise existing capacity at a higher rate in order to cater 
to the increased demand. 

'rhere were, however, still certain areas where the recovery 
was halting or where recessionery trends still persisted. In 
particular this was true of industries which depend for their 
revival on a picking up of investment, both public and private. 
For instance, the demand for machine tools, though improving. 


was much below established capacity. Also, while there was 
some Improvement in the ^acemept of new orders for 
machinery, the industry was still working below optimal 
capacity. Construction activity did not appear to have shown 
any marked uptrend mainly because of the lower tempo of 
public expenditure on construction and this was rellecM in 
the demand for, and consequently the output of, cement which 
was almost stationary. Although machinery, both electrical 
as well as non-electrical had shown an increase in production, 
the rate of increase was still substantially lower than in the 
early ‘sixties. The indices for some groups of industries such 
as jute manufactures, leather and fur pn^ucts, metal products 
and miscellaneous manufacturing industries recorded a decline. 

The table below sets out the production data in respect 
of major industries for the period 1901 (o 1008; 


PRODUCTION OF IMPORTANT INDUSTRIES — 1901-68 



Industry Unit 

1961 

1962 

1963 

1964 

1965 

1960 

1967 

Jan.-September 

1967 1968 

1. 

Mining and Quarrying 

Coal '900 tonnes 

!>6100 

61548 

66924 

63996 

69456 

70536 

71148 

36854® 

38260® 


Iron ore 

12276 

I336B 

14928 

14904 

16800 

10776 

18912 

14239 

14680 

n. 

Food Manufacturing Industries 

Wheat flour 

1001 

1202 

1418 

1570 

1604 

1490 

1309 

971 

922 


Sugar (Figures from 1961 to 

1967 are for the period 
(Noveinber-October) .. 

2028 

2716 

2153 

2626 

3260 

3515 

2147 

1466* 

1542* 


Vanaspati » 

339 

369 

384 

359 

426 

.358 

393 

287 

351 


Tea processing Million kg 

354 

348 

346 

373 

366 

375 

.374 

280 

285 


Coffee curing '000 tonnes 

65.7 

47.3 

58.4 

67.2 

60.0 

69.0 

75.6 

60.8 

52.1 


Salt » 

3481 

3886 

4544 

4646 

4715 

4522 

4488 

4238 

4513 

IB. 

Tobacco Industries 

Cigarettes Million Nos. 

39466 

41124 

40062 

46196 

.54134 

58513 

54511 

40778 

45044 

IV. 

Manufactures of Textiles 

Cotton yam Million kg 

862 

860 

893 

965 

939 

901 

897 

666 

721 


Cotton cloth: 

(i) Mill sector Million metres 

4701 

4500 

4423 

4654 

4586 

4239 

4098 

3034 

3315 


(ii) Decentralised sector 

2376 

2412 

2880 

3072 

3048 

3096 

3180 

1775(A) 

2029(A) 


Manmade fibre (Fabrics 
produced on powerloom 
and handloom) •< 

570 

600 

648 

833 

866 

860 

856 

495(A) 

548(A) 


Rayon: 

(i) Viscase yarn '000 tonnes 

21.5 

26.2 

31.3 

.35.4 

34.6 

33.2 

35.1 

26.4 

27.0 


(ii) Staple fibre 

26.0 

32.4 

32.2 

36.8 

37.2 

42.4 

52.1 

40.7 

44.6 


(ill) Acetate yam 

2.0 

1.4 

2.0 

1.8 

2.0 

1.6 

1.8 

1.3 

1.4 


Jute manufactures 

997 

1231 

i:)24 

1272 

1330 

1120 

11.57 

880 

832 


Woollen Manufactures: 

(i) Woollen/worsted 

fabrics '000 metres 

13200 

18288 

20400 

11718 

9864 

9380 

8923 

4734(A) 

5191(A) 


(11) Woollen/worsted 

yam *^8 

14640 

18012 

22728 

20904 

18132 

16596 

16650 

9553(A) 

10164(A) 

V. 

Footwear & Other Wearing Apparel: 

Footwear of leather: 

(i) Western type ’000 pairs 

6224 

6511 

8288 

7792 

9040 

lOl'JO 

10541 

7950 

7129 


(U) Indigenous type 

4408 

5286 

5185 

5962 

6908 

0734 

7310 

5665 

6509 

VL 

Manufacture of Wood Is Cork 

Plywood: 

(1) Tea-chest '000 sq. metres 

9036 

9780 

10404 

9744 

10272 

9,528 

10644 

7863 

8737 


(11) Commercial •• 

6.313 

7452 

9804 

10620 

12480 

12432 

14208 

10.513 

11535 

VII. Paper and Paper Products 

Paner and uancr tmard ‘900 tonnes 

:)U4 

.388 

463 

491 

537 

.585 

009 

450 

471 


Newsprint •• 

25.7 

24.9 

30.4 

28.8 

30.5 

29.3 

31.0 

23.4 

23.1 


Vm. toither and Fur Products 

hides hides 

3491 

3828 

4432 

4206 

4309 

4222 

4128 

3086 

2745 


leather cloth W 

7010 

0659 

6895 

8990 

9197 

11898 

11150 

8610 

9363 
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ntODUCnON of IMPOMANT industries— 1961-68 (Could.) 


Industry 

Unit 

ISOl 

1962 

196.7 

1964 

1965 

1966 

1067 

Jan. 

1967 

•September 

1968 

IX Rnbbor Products 

Footwear (Rubber) 

Million pairs 

Ll.t 

49.8 

46.6 

47.1 

53.0 

52.2 

55.0 

40.7 

43.2 

Tyres: 

(i) Automobiles 

•000 Nos. 

1502 

1710 

1926 

2090 

2354 

2351 

2476 

1900 

2225 

(H) Bicycles 


11340 

11940 

14186 

16156 

18122 

19639 

22338 

16872 

18113 

Tubes 

(i) Automobile 

*9 

1484 

1643 

2029 

2208 

2365 

2208 

2754 

2072 

2314 

(il) Bicycle 

!• 

12848 

11562 

13.74.7 

1519:1 

17923 

20449 

19300 

15398 

13589 

X. Chemical Products 

Sulphuric acid 

'000 tonnes 

422 

469 

568 

680 

678 

675 

804 

568 

59S 

Caustic soda 

*« 

120 

127 

152 

184 

215 

231 

251 

181 

233 

Soda ash 


177 

223 

267 

282 

322 

350 

356 

260 

292 

Chlorine liquid 


33.!) 

.77.9 

44.2 

49.0 

51.0 

63.0 

78.1 

56.1 

70.9 

Bleaching powder 

»• 

7.1 

6.7 

7.0 

7.9 

7.4 

10.B 

9.3 

7.0 

7.2 

Bichromates 

«• 

8.2 

7.0 

6.9 

7.0 

6.9 

8.9 

6.9 

5.0 

5.8 

Superphosphates 
(P20.S content) 

»» 

(12.1) 

74.6 

96.7 

118.2 

113.9 

118.1 

i;i7.9 

99.4 

96.4 

Ammonium sulphate 

('N' content) 

r 

79.1 

83.6 

88.5 

85.6 

88.0 

86.4 

81.1 

60.4 

76.4 

Alum (Ammonia) 


4.8 

4.1 

3.7 

1.9 

1.9 

1.7 

1.0 

0.7 

0.3 

Copper sulphate 

»t 

4.3 

3.9 

3.7 

4.8 

3.3 

3.6 

2.7 

2.2 

1.3 

Glycerine (refined) 

.. 

6.1 

7.5 

7.2 

7.5 

7.7 

74 

8.5 

6.2 

6.8 

Glue 


1.9 

2.2 

1.9 

2.2 

2.5 

2.6 

2.4 

1.9 

1.4 

Soap 

'000 tonnes 

149 

152 

164 

158 

164 

170 

177 

131 

136 

Matches 

Billion sticks 

281 

264 

246 

252 

266 

270 

259 

207 

210 

Paints 

*000 tonnes 

.69 

55 

74 

72 

71 

68 

80 

58 

49 

Power alcohol 

Milium litres 

.■14 

51) 

2.S 

1.4 

0.8 

2.4 

O.li 

0.5 

0.5 

Indl. alcohol 

(rei'tified spirits) 

St 

51 

61 

114 

161 

185 

189 

128 

iin 

124 

Welding gases 
(i) Oxygen gas (B) 

Million cubic 

metres 

24.2 

18.3 

21.5 

25.7 

28.6 

31.7 

33.4 

25.7 

20.4 

(il) Acetylene gas 

s« 

2.9 

3.3 

.7.9 

4.5 

5.2 

4.5 

4.8 

3.4 

3.» 

Liver Extracts; 

(i) Injection 

Million C.C. 

45.4 

43.9 

42.3 

38.1 

40.0 

45.5 

36 6 

32.3 

29.8 

(11) Oral 

Tonnes 

155 

167 

173 

179 

173 

192 

188 

150 

122 

XL IHsBafsidttres of Petroleum Products 

Petroleum products '000 tonnes 

6090 

6584 

7650 

8429 

8.984 

II114 

13462 

10011 

11110 

XIL Manufactures of Non-MetaDic 

Mineral Products 

Refractories 

'000 tonnes 

627 

671 

654 

688 

688 

722 

748 

560 

506 

Insulators; 

(i) H.T. 

Tonnes 

3353 

4104 

4250 

6527 

10070 

10394 

10668 

8088 

6840 

^ii) L.T. 

tl 

5392 

5570 

4351 

3406 

4172 

3280 

3536 

2666 

18:iO 

(Tement 

'000 tonnes 

8245 

8587 

9355 

9690 

10575 

11057 

11310 

8422 

8700 

Asbestos cement sheets 

»t 

213 

134 

308 

366 

421 

294 

250 

187 

182 

GrLiding wheels 

Tonnes 

2050 

2269 

2791 

3262 

4027 

4475 

4333 

3439 

2708 

Coated abrasives 

'000 reams 

149 

186 

181 

172 

178 

174 

180 

142 

108 
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ntODUCnON or important industries— 1961-6S (Contd.) 


Industry 

Unit 

1981 

1962 

196a> 

1964 

1965 

1968 

1967 

Jan. 

1967 

•Septembt 

1068 

Xin. Basic Metal Industries 

Pig Iron** 

'000 tonnes 

4088 

5796 

6664 

6593 

6952 

7044 

6868 

5176 

5210 

Finished .steel 

„ 

2798 

3564 

4258 

4342 

4519 

4472 

4111 

3137 

3418 

Aluminium 

Tonnes 

8.182 

35212 

55144 

SS9S4 

59513 

63432 

96430 

69545 

86877 

Copper 

If 

8746 

9781 

9587 

9455 

9360 

9362 

8004 

6430 

6658 

Lead 

It 

2664 

2849 

3535 

3624 

2384 

2543 

2473 

1775 

1131 


XIV MaBufariureii of Metal Pradaets 

Screws 


(i; WucMl 

Million Nos. 

1500 

1477 

1414 

1546 

1789 

1700 

1741 

1296 

991 

(il) Machine 


381 

425 

421 

502 

469 

589 

658 

494 

345 

Razor blades 

II 

770 

625 

841 

892 

931 

906 

780 

628 

603 

.Hurricane lanterns 

'600 Nos. 

5540 

5674 

.5250 

5303 

5636 

5140 

4762 

.3791 

2130 

Crown corks 

Million Nos. 

873 

698 

770 

890 

1012 

1142 

1321 

1045 

927 

Thermos flasks '009 Nos. 

XV Manufacture of Machinery Except 

1.541 

1542 

1054 

1910 

20.34 

2693 

3102 

2372 

1645 

Electrical 

Tractors 

Nos. 

1600 

1632 

1632 

2712 

6312 

7608 

11040 

7770 

9771 

Diesel engines: 

(1) Stationary type 

•090 Nos. 

44.5 

42.6 

55.5 

70.1 

87.9 

107.0 

114.9 

87.5 

82.7 

(ii) Vehicular type 

II 

9.8 

8.4 

9.0 

8.2 

8.7 

7.0 

3.3 

2.6 

1.9 

Cotton textile machinery 

Rs lakhs 

1148 

1398 

1892 

2142 

2402 

1893 

1531 

9’28<A) 

701 

Machine tools (incl. portable 

tools and accessories! 


852 

1182 

1799 

2374 

2850 

3395 

3102 

2446 

1888 

Power driven pumps 

*000 Nos. 

127 

130 

161 

174 

226 

294 

312 

245 

195 

Ball bearings 

,, 

3216 

3906 

4954 

5885 

8250 

9190 

10074 

7374 

8727 

Sewing machines 

,, 

317 

343 

346 

255 

422 

411 

366 

*278 

316 

Typewriters 

«l 

31.1 

36.3 

42.4 

44.0 

41.1 

41.5 

47.0 

37.0 

33.8 

Twist drills 

II 

2736 

3785 

4680 

6738 

8140 

7600 

(1850 

S5.3I 

6396 

Sugar mill machinery 

Rs lakhs 

467 

643 

574 

807 

794 

859 

881 

746 

891 

Tea processing machinery 

II 

175 

161 

162 

85 

120 

116 

93 

70 

140 

Cement mill machinery 

XVI. Manufacture of Electrical Machinery 

91 

71 

99 

214 

491 

.IS.'i 

640 

474 

647 

Power transformers 

000 KVA 

1796 

2307 

2629 

3312 

4319 

4794 

5254 

3904 

3450 

Ellectrlc motors 

'000 H.P. 

820 

936 

1188 

1314 

1702 

1985 

2074 

1590 

1451 

Dry batteries 

Million Nos. 

214 

239 

276 

287 

301 

.328 

317 

230 

301 

Storage batteries 

*000 Nos. 

.521 

.566 

691 

767 

745 

720 

799 

590 

650 

Electric lamps 

(i) OLS & Others 

Million Nos. 

45 

55 

67 

67 

67 

74 

74 

57 

61 

(ii) Fluorescent lamps 

’000 Nos. 

1895 

3175 

3638 

3439 

4178 

4060 

.'■369 

4096 

5300 

Electric fans 

,, 

1073 

1129 

1139 

1085 

1448 

1202 

1381 

1060 

1097 

Radio receivers 

1, 

326 

343 

419 

475 

584 

713 

854 

611 

951 

House service meters 

•1 

633 

878 

1194 

1331 

1101 

1046 

925 

696 

814 

Domestic refrigerators 

Nos. 

9720 

13020 

21192 

30000 

30912 

38124 

39804 

30269 

38957 

Room air-conditioners 


12468 

1.3452 

10476 

10296 

11376 

17928 

18264 

15568 

11986 

Cables and wires 
(i) Bare copper 

conductors 

Tonnes 

7632 

.5944 

4392 

5736 

3768 

2160 

852 

626 

765 

(ii) ACSR 

*000 tonnes 

22.4 

28.7 

32.9 

46.5 

42.1 

48.5 

50.2 

50.7 

44.3 

(iii) Winding wires 

Tonnes 

5664 

6804 

7932 

8052 

9588 

9636 

1.3208 

10432 

9702 

(iv) VJR & PVC 

Million metres 

210 

276 

321 

.338 

390 

379 

371 

280 

276 

XVH Tramport Equipment 

Automobiles 

Nos. 

54312 

57744 

52256 

67140 

72588 

72396 

70356 

52844 

58008 

Motorcyclc.s 

»> 

0084 

95.52 

9456 

13869 

31360 

24024 

23316 

17544 

20606 

Scooters 

Nos. 

15.336 

14316 

15420 

20040 

20244 

20652 

30606 

22099 

27539 

Three-wheelers 


1272 

1428 

1704 

2496 

1884 

1188 

3096 

2730 

3072 

Bicycles (complete) 

*000 Nos. 

1049 

1116 

1166 

1380 

1548 

1670 

1704 

1317 

1394 

XVni Electricity Generated 

Electricity generated 

MiUion KWH 

19111 

21473 

24791 

28528 

31378 

34148 

37902 

27901 

32106 


^ Relates to January-June period. 

• RelatM to January-September period. 

(A) Relates to Jtmuary-^uly period. 

(B) From IW82 onwards production figures of oxygen exclude the quantity used by steel factories. 

Relate only to the quantity used for welding and cutting. 

** From 1962 production figures are inclusive of direct castings. 

Billion =: 1000 million. 
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PROGRESS 

IN PURCHASE OPERATIONS i 

YEAR 

DOMESTIC 

IMPORTED 


(lakh tonnes) 

1065-66 1 

12.06 

13.46 1 

1066-67 1 

14.87 

24.14 1 

1067-68 1 

30.61 

27.07 1 


VALUE OF GRAIN 
ACQUIRED 
(Rupees in crores) 
IS8.M 
iMjei 

442.90 (Prov.) 


PROGRESS IN SALES : 

1065- 66 Rs. 130.67 crores 

1066- 67 Rs. 251.10 crores 

1067- 68 Rs. 342.11 crores (Prov.) 

STORAGE CAPACITY (in lakh tonnes) 
1065-66 6.18 1066-67 16.54 


noire TO THE FARMER 

food to the cohsumer 


better 


1067-68 10.54 


THE FOOD CORPORATION OF INDIA. I. Bahaclur Shah ZaSsr Narg. New Delhl-t 
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Enter the *'Nixson’' Years 

THE US presidency has been described as the most powerful public 
office in the world. This, perhaps, it is not, for the simple reaMin that 
in the democratic nation of the United States power is vested firmly 
in the people. Incidentally, it was to this ultimate power that one of 
the most determined men ever to occupy the White House bowed when. 
President Johnson, as he then was, announced in March 1968, bis 
decision not to run for a further term. 

Though not the world's most poweiful office, the US presidency 
is undoubtedly one of the world’s key influences for good or ill on the 
affairs of nations and the lives of peoples across the globe. The man 
who is president of the United States has the authority to act in the 
name of what is militarily the strongest nation in the world and, at 
its bid, he could also back his acts with the resources of the most 
abundant and one of the most dynamic economic systems that the history 
of man has seen. Hence, indeed, the transfer of government from one 
administration to another in Washington last week was more than a 
remote quinquennial ritual of purely American concern. 

The American people have voted themselves a change of party 
and persons. They seem to have done this more because they were 
tired of the old than because they have faith in the new. Quite possibly, 
a larger world expects even less by way of innovations from this change 
in administration in Washington than the Americans themselves do. 
Indeed, ever since Mr Richard Nixon emerged as the Republican 
contender and the most likely national choice for the presidency, the 
expectation has been that the difference between the incoming adminis¬ 
tration and the outgoing one would be one of style rather than of 
substance. 

In other words, the belief has been that the consensus which Mr 
Lyndon Johnson so feverishly pursued and which so relentlessly defied 
him in the nation may, ironically enough, be his in terms of the man 
from the rival party who has supplanted him in the White House. 
Reading together the State of the Union Message of the retiring president 
and the inaugural address of his successor, we are tempted to agree 
that there could well be .a basic continuity in policy which ought to 
gladden the heart of the retreating Texan as he withdraws to his native 
' homestead to recollect the events of his presidency in a mood more or 
less of tranquillity. 

It is evident from President Nixon’s inaugural address that the 
core of his intentions is peace through negotiations. It was equally 
obvious in the years of the Johnson presidency that every step he took 
in escalating the war in Vietnam for the failure of which he had to 
pay with his presidency was motivated by his declai-ed intention to 
bring the foe to the conference table so that there could be negotiations 
for peace. There is, however, this distinction between the two presidents 
that whereas the peace which Mr Johnson sought was a political settle¬ 
ment shaped out of a military victory, the pea(» that Nixon mav 
settle for will be a political agreement snatched from a deadlocked 
war which the American people devoutly desire to be done with. 

The principal assignment which Mr Nixon has given to himself, 
which is the winding up of the hostilities in Vietnam, is thus not exactly 
an inspiring one. Few salvage operations are. Nevertheless, salvage is 
often necessary and occasionally even imperative for survival. Peace in 
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Vietnam is one such imp;,'rativy, not merely lor the 
convemtnce of the Nixon administ'ation, not only 
for tile aimfort of the American nation, not even 
purely for the life and livelihood of the people of Viet¬ 
nam, but also fur the future of a world in which 
co-opej ation, not simply co-existence, among countries 
and the govonments is b.:coming more and more a 
condition for the preservation of the human race and 
the progress of the human family. 

It is, therefore, important for all of us and not 

Enthusiasm 

THE DECISION of the Gove nment of India to awaid 
shieJd.s and certificates of merit to outstanding exporters 
is likely to provide a further impetus to export pro¬ 
motion. The eligibility for these awards will be based 
on such considerations as substantial increase in export 
sales on a sustained basis, succe.ssful introduction of a 
new export product, export to specially difficult mar¬ 
kets. recovery of lost ground in export markets, novel 
solution to foreign trade pioblems, and market surveys 
leading to a significant increase in exports. Public 
i-ccognitUm of excellence in exports has been a practice 
in the developed nations for many yeais. 

It i:i necessary however to stress that the scheme 
to give awards will prove really effective only if the 
expoit policies become more helpful. It is estimated 
that at present out of over 4,500 production units in 
the organised sector, the bulk of the exports is made 
only by about 125. It must be the objective of the gov¬ 
ernment not only to encourage existing exporteis but 
also to bring within the export fold as many new firms 
as p<i.ssiblc. But these firm'-, are unlikely to take to 
export merely because of the att. action of awards. 
They will do .so only when they ate convinced that 
export i.: really profitable. The succes.s achieved by 
Japan. West Germany, the UK and other developed 
countries in export promotion is lai gely due to the fact 
that their governments have made export attractive 
not merely by giving effective incentives but also by 
adjusting their economic policies so as to enable their 
indu.stries to achieve economies of scale and compete 
successfully in world markets. 

The expoit promotion schemas now in operation 
in our country are meant to help industries to recoup 
the loss they incur in selling their goods abroad. But 
responsible industrial organisations feel that the imple¬ 
mentation of many of these schemes is far from satis¬ 
factory. A major complaint is that there is inordinate 
delay in getting the cash assistance and the duty 
drawbacks. On January 10 this year, exporters of 
Gujarat told the Deputy Chief Controller of Exports 
and Imports at a meeting in Ahmedabad that there 
were excessive delay.s in sanctioning cash a.ssistance 
and that if this trend continued, they would cease to 
have faith in the proclamations of government and lose 
interest in cxpmts. The President of the Chemicals 
and Allied Products Export Promotion Council said 


I 

ntireiy for Mr Nixon’s natural dream of a great pre* 
sidency that he should succeed in taking Washington 
out of Vietnam so that he may throw it into a wider 
world where the resources and enterprise of the United 
States could lead the creative forces of the world 
community in extending the dimensions and improvix^ 
the quality of life of all people. To the Nixon days 
ahead we, therefore, bid welcome and, since we may 
not forget the Johnson days from which they take off, 
wo would name and greet than as the "Nixson” years. 

for Exports 

recently that it took “several months" to obtain refunds 
of duty di awbacks; he .suggested that a time limit should 
be fixed for the refund of duty. The Government of 
India since then is itiportcd to have decided, on the 
recommendation of the Committee on Drawbacks, to 
refund duties automatically on expoits. It remains to 
be seen to what extent this decision will help in 
ensuring prompt payment. There are also other fields 
where delay has been not only holding up exports but 
also creating frustration among businessmen. For 
example, it was recently reported that a prominent 
woollen manufacturing unit in Mahaiashtra was threa¬ 
tened with closure because of the delay in getting 
licences for importing raw wool. 

There is at present a good demand for Indian 
ropes from the countries of West Asia and the Far 
East but the industry is unable to step up exports 
because of the scarcity of manila and sisal fibre for 
which it has to depend entirely on imports. There arc 
also many other instances where the red tape has 
effectively deterred exporters. 

The present plight of the traditional industrie.s is 
a sad commentai-y on the export policy and intentioas 
of the Government of India. The jute industry has 
practically lost its sacking markets while the demand 
for its other products except carpet backing has 
shrunk sharply. Mr Manubhal Shah also has endorsed 
the industry's plea. In his speech at the annual meeting 
of the Iron and Steel Scrap Association ot India in 
Calcutta on January 15, Mr Shah said that export (H 
jute goods could fetch 50-60 crores of rupees more <f 
the export duties are properly readjusted. The export 
earnings of tea also could be stepped up by reduction 
in export duties and refund of excise. Whether the 
Govenunent of India gives further relief to these indus¬ 
tries or not, so long as traditimial exporters find it 
hard to sell and are actually incurring losses, new¬ 
comers are unlikely to enter the export field with 
enthusiasm. They would prefer to sell in the vast, 
• expanding and profitable home market rather than in 
the countries situated far away. No amount of exhor¬ 
tations or threats or temptations will help our coimtry 
to achieve success in a big way unless the exporter 
is convinced that selling his goods abroad wOl be Teally 
worthwhile for him from the financial point of view. 
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PubHc Relations 

AT THE conference on betterment of Calcutta held 
recently under the auspices of the Indian Chamber of 
Commerce, a suggestion was made that the Govern¬ 
ment of West Bengal should carry out a public relations 
canyiaign to persuade entrepreneurs in other parts 
of oui’ country to invest in this state. Other state 
governments, especially Maharashtra, Mysore and 
Andhra Pradesh, have been actively trying to woo 
investors by giving them a vaiicty of incentives 
and publicising them widely. Their chief ministers 
have been going round the country, meeting prominent 
industrialists and persuading them to invest in their 
states. The concessions offered or promised include 
subsidy towards the cost of prepaiing feasibility stu¬ 
dies, relief from electricity duty, sales tax, octroi and 
water tax, preference in the government’s purchase 
programme for their products, facilities for land acqui¬ 
sition, and help to get licences for raw materials 
through their own liaison machinery in New Delhi. 

The new government to be formed in West Bengal 
next month will perhaps consider to what extent and 
in what manner it should give incentives for investment 
and publicise them. But docs it not seem strange that, 
of all the states, West Bengal should have to conduct 
a public relations campaign to attract investors? West 
Bengal was the pioneer in the industrial development 
of the country. Long before the very concept of public 
relations was developed, this i-egion had attoacted 
investors not only fiom all parts of India but even 
from foreign countries. At the time of the outbreak 
of World War II, over half of oiu- joint stock 
companies engaged in manufacturing, tea plantations 
and coal mining were situated in the then Bengal pro¬ 
vince and it accounted for about 55 per cent of the 
total paid-up capital in' the large-scale industries in the 
country. After Independence also, the industiial deve¬ 
lopment of West Bengal progressed rapidly though not 
on the scale envisaged by the government or at the 
rate required to provide employment to the increasing 
population. Many nev/ industries came' into existence 
such as steel, locomotive, automobile, glass, paper, paint 
and cables. Among the factors which attracted these 
industries were the easy availability of labour, banking 
and marketing facilities, and proximity to the Calcutta 
port 

- In the last few years, however, West Bengal seems 
to have attracted fewer entrepreneurs. This will be 
dear from the fact that the number of industrial 
licences issued in this state was only 42 in 1967 compared 
to 43 in 1966, 64 in 1965, 143 in 1964 and 183 in 1963. 
Between 1952 and 1967, Maharashtra accounted for the 
largest number of industrial licences, numbering 3,084 
compared to West Bengal’s figure of 1,854. The data 
for 1968 are believed to have shown no improvement 
in this respect Also significant is the fact that the 
number of newly registered companies in West Bengal 
declined from 360 in 1964-65 to 248 in 1966-67 and 215 
in 1967-68. The factors responsible for this declining 


for West Bengal! 

trend in industiial activity include labour indiscipline, 
lack of good roads and communications, the high cost 
of the Calcutta port and its inability to cope effectively 
with the ina-easing volume and vaiiety of traffic. The 
nine-month rule of the United Front government has 
perhaps done more damage than anything else to the 
state’s industrial growth by encouraging dii'ectly and 
indirectly gross indiscipline, often acedmpained by 
violence, among wurkcis. It is significant that of the 
10 million man-days lost in the whole of our country 
in 1967 as a result of labour disputes, Calcutta accounted 
for six million. The New York Times, in its issue of 
the October 10, 1968, wrote as follows: ‘"The indus¬ 
trialists have their jackets and ties back on now, but 
they don’t imagine they have seen the end of anarchy 
here. They know as well as anyone that the mood 
of their workers is still on the far side of desperation. 
Rather than bend their minds to the problem of revers¬ 
ing the tide, they vow not to make any new investments 
here. Calcutta, they say, is as good as dead”. 

The New York Times may be correct in saying 
that Calcutta’s industrialists are apprehensive of the 
anarchic conditions in West Bengal but is surely wrong 
in suggesting that they have considered Calcutta ”aa 
good as dead”. On the other hand, Calcutta’s indus¬ 
trialists in recent months have been taking more 
interest than ever before in the betterment of the city. 
They do so not so much because of their substantial 
investments in this region but because they feel that 
to neglect Calcutta will mean disaster not merely for 
West Bengal and the eastern region but for the whole 
counti'y. The effective defence and development of 
our country need a peaceful and prosperous Calcutta. 

The Industrial prospects of West Bengal will, of 
course, depend largely on the kind of ministry that 
comes to power next month. But irrespective of its 
character and composition, the central government 
must take certain steps to create congenial conditions 
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for the development of this part of the eauntry. For 
euunpie, the uupiuvement or Calcutia port will con- 
sideiaoxy heip to speed up the econonuc progiess of 
West Bengat. it has been pointed out tbat because 
of the hign costs of Calcutta port and the lack of 
proper lacuities, uaUic in cettam cununooities such 
as uiicakes, rice man, mineral ores and sugar is being 
diverted to Bombay, ftandta and Visakhapatnam. 
Calcutta port is said to have become uneconomic to 
the trade because of the steady increase in various 
types of port charges, laca of mouein equipment to 
handle the changing vaiieiy Oi caigo, silting up of the 
Roughly, absence oi waiehousing tacilities, luw labour 
productivity and also piueiage on an mcieasmg scale. 
The problems of tms port have been exammed by many 
committees but New Ueihi has been slow m impie* 
mentmg their recommendations. The centre should 
not hesitate to auot sulitcieni, money either from tL 
4i)U funds or from other somces for calcuita's improve¬ 
ment. Another measure that the centre couid taxe to 
heip West Bengal is to be more sympathetic towards 
the jute industiy which plays a crucial role in providing 
remunerative empioymeni, to several miaion people. 

West Bengal has consideiable scope for lurther 
Industrial expansion. The Naaonai Council of Applied 

Between 

THE FIFTH Finance Commission, which had discus¬ 
sions with the representatives ox the state governments 
of Tamimauu, Mysore and Kcraia recenuy, shtiuld have 
bc-eii set athinaing about how it could reach a happy 
solution over the devolution of revenues to the states 
from the centre as no other commission in the past 
has been obliged to look at this problem so closely 
for satisfying the demands of the states for a larger 
share of the central cake. It is tiue that a.m..8t every 
one oi the loui- earlier commissions decided upon a 
laiger transfer of tax revenues from the centre and 
attempts have been made to satisfy also the claims 
of bacKward states for special treatment. But on no 
former occasion has there been such an insistent 
demand that the states should be allowed to have 
greater elasticity in thek souices of revenue and they 
should not be compelled to raise i-esources of their own 
in a big way because the satuiation point had been 
reached in respect of fresh taxation in many directions. 
To put it simply, the states have been asking for a 
rescheduling of debt repayments and interest charges, 
larger grants for backward areas and metropolitan 
development and a bigger share in the revenues from 
income-tax and excise duties. The Fifth Finance Com¬ 
mission will be submitting its final repoi-t before July 
this year and it remains to be seen how successful it 
proves in reconciling the conflicting approaches of the 
central and state governments. 

The Tamilnadu government urged on the Tyagi 
Commission, during its discussion, that there should 
be a rescheduling of debt repayments and interest 
charges with a classification of the loans on a purpose- 


Economic Reseaich in a survey in 1962 recommended 
the establishment of a number of new industries in 
West Bengal, including cotton mills, sugar mills, dauy 
larm units, pulp plants, cement factories, and many 
mdustiies in the field of chemicars and engineering. 
Though the Council’s estimates of costs and capacity 
may need revision, there is no doubt that the oppor¬ 
tunities for industrial growth are substantial. It may 
not be necessary at an for West Bengal to launch a 
public relations campaign if only it succeeds m getting 
a strong and stable ministi'y which will be able to 
maintam peace in the state. It is encouiaging to note 
that last week the organisations of employers and 
workers in West Bengal were able to come to an 
agreement to set up a tripartite machinery to review 
cases oi mass retrenchment. This body wLl have three 
representatives each, representing employers and wor¬ 
kers with a sitting or retired high court judge as 
chairman. To what extent the formation of this 
macnmery will heip to imptove industrial relations 
remains to be seen. But if organised labour will conduct 
itself with a sense of responsibility in the coming 
months, irrespective of whichever party comes into 
power in the mid-term elections. West Bengal can look 
forward to a new phase in its industrial expansion. 

Two Stools 

wise basis. It has been suggested that the loans granted 
by the centre for constructmg irrigation and power 
projects should be repayable over a period of 2U to 25 
yeais as debt charges on central account are constitut¬ 
ing as much as a third of the total receipts from the 
centre, thereby reducing the effectiveness of cential 
assistance. It was also represented that the pool of 
divisible resources should be widened with the 
inclusion of corpoiation tax and the abolition of the 
distinction between special excise duties and basic 
excise duties. The proceeds from the co.po.ation tax 
and special excise duties me not now included in the 
pool for determining the states’ share of tax revenues. 
As it will be necessary to amend the Constitution for 
this pui'pose, it has b^n urged as an Interim measure 
that there should be a larger transfer of revenues from 
income-tax and excise duties. The Tamilnadu govern¬ 
ment is against an enlargement of the list of additional 
excise duties because, in its opinion, an enlargement 
affects the elasticity of revenue from sales tax. 

The Mysore government has its special problems 
as it has been experiencing considerable difficulty in 
repaying debts and paying interest drarges on account 
of the long gestation period of many of its big projects. 
The grant of additional dearness allowance to its 
employees also has neutralised the efforts to raise fresh 
revenues and it is feared that in the absence of a 
generous support from the centre for inqilementing its 
fourth Plan no appreciable headway can be made in 
1969-74. In order to impart' elasticity to the state 
budgets, the Mysore Finance Minister also has suggested 
that a bigger proportion of receipts from excise duties, 



Jumafy 24, 186B 


EASTERN ECONOMIST 


131 


incoma'taz includbig corporation tax and estate duty 
shotild be transferred to the stales. It.has been pleaded 
at the Same time that new big projects should be 
centrally fiitanced and that special consideration should 
be given to its backwardness, the necessity to develop 
the areas which are affected frequently by drought and 
the compulsion to increase the state's migated acreage. 

The Kerala government’s approach to the whole 
problem, as is to be expected, is entirely novel and 
revolutionary. It has argued thai the whole concept 
of devolution of revenues is faulty and the principles 
now governing the distribution or tax revenues and 
grants encourage only the developed areas and over 
a period widen the gap between them and the backward 
areas. It has, therefore, been lepresenled that the 
method of determination ot grants ^ould ts; entirely 
recast so that the gaps in non-plan budgets, after the 
state governments had made sincere eiforts to raise 
iaiger revenues, are filled by the giants from the 
centre. Smee backward areas have to be helped t.> 
develop tbelr resources and overcome the disparities 
in respect of economic development and income, the 
case nas been put roiward that the devolution oi 
revenues should not be on the basis of population alone, 
but should take account of the backwardness of the 
areas and the gap between the regional per capita 
Income and the all-India per capita income. Thus, it 
has been emphasised that when proceeding to distribute 
the share of excise revenues 50 per cent of the proceeds 
should be distributed on the basis of population, 30 per 
cent on the basis of fiscal requirenwnts of each state, 
10 per cent to those states whose per cap.ta income 
is below the ail-Iadia average' and the remaining 
10 per cent on the basis of per capita state taxes in 
relation to per capita income. As regards the pool of 
divisible resources, the memorandum has stated that 
pending the inclusion of the revenues fiom corporation 
tax, the share of income-tax receipts available to the 
slates should be raised to 90 per cent fiom 75 per 
cent and those from excise duties to 50 per cent from 
20 per cent. 

Many other state governments should be arguing 
on similar lines and the burden of the theme in every 
case will be for a rescheduling of debt repayments 
and interest charges and a larger transfer of tax 
revenues .from the centre. The Tyagi Commission Is 
reported to be convinced about the need for reschedul¬ 
ing debt repayments and interest charges as the burden 
is heavy in respect of states such as Andb a Pradesh 
and Mysore. But the problem could be made less 
difficult if the states realised their responsibilities 
making a financial success of the Irrigation and power 
projects. Some projects, which cover social services 
and provide educational facilities, cannot, of course, 
be financially viable. But there is no reason why irri¬ 
gation schemes and power projects cannot be onxip 
to function in such a way that depieciation and interest 
charges are fully recovered and a reasonable return on 
kivestment also secured. There has been no altcrapl 


so far to find out how nawly created irrigation facilities 
have resulted in the conferment of gi-eater benefit to 
the cultivators and to what extent it would be possible 
to raise water rates, levy betterment fees, land taxes, 
etc. In an anxiety to reduce the bui'den on smaller 
land holdings for vote-caiching purposes, the cost of 
new amenities has been overlooked and many states 
have got into difficulty because of their refusal to 
remove the subsidy involved in supplying power for 
agricultui-al purposes. 

Dui'ing the period ol transition and development 
a rigid appi-oach caimoi be adopted. But once the 
bwOeiits begin to be reflected in greater production and 
higher incomes there is no justilication for continuing 
the subsidies. Again, the delays involved in developing 
land under the command ot new irrigation projects 
and the utilisation of generating capacity have resulted 
in heavy losses as has been experienced in regard to 
the development oi areas under the Timgabhadra 
project and the erection of generating sets in the 
Sharavathi project. In spite of the fact that the Shara- 
vavhi project was inauguiatcd a few years back, no 
proper arrangements had been made for utilising the 
genet ating capacity ali'eady installed and for expediting 
the installation of the remaining sets. If adequate 
attention had been given to the construction of trans¬ 
mission lines, energisation of tube wells and develop¬ 
ment of ruiul electrificaliun, there would have been 
no diflicuity m using the generated power. The 
problem is confronting Kerala in regard to the Sabarigiri 
project. Tamilnadu piobably has acquitted itself 
creditably with the efficient use of iriigation potential 
and power sources. But it is also frittering away its 
resources on subsidising lice sales and consumption ol 
power for agricultuial pu; poses. If these special 
problems are properly tackled there will automatically 
b.* a .significant increase in revenues from state under¬ 
takings. The centre, too, has a special responsibility 
for realising larger revenues from the public sector 
projects as the huge investment has not been productive 
so far. Between the railways, the public sector steel 
plants, the heavy electrical units and other undertak¬ 
ings the generation of resources can be such as to enable 
these projects to undertake expansion .schemes with 
their own resources. 

These efforts will necessarily take some to 
yield results. The Commission should nevertheless 
clearly impress upon the central and state governments 
the need for ol^rving financial discipline and for 
making the best use of available resources. There will, 
of coui-se, have to be an increase in the share of 
income-tax revenues to 80 per cent from 75 per cent 
and excise duties to 25 per cent from 20 per cent 
There may even be a higher share of excise 
revenues, say of 30 per cent, if the state govern¬ 
ments are agreeable to the centre effecting a corres¬ 
ponding reduction in its assistance to the states as 
there will necessarily be a diminution of the resources 
of the centre with a transfer of larger revenues to the 
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states. The centre should also be agMsable to a 
rescheduling of debt repayments and intwest charges 
though this might cicate difficulties lor it to meet its 
obligations. While the gap o’eated by a rescheduling 
of debt repayments can be met through credit creation 
tempoiarily, it will be necessary to appoint a special 
body to examine the functioning of the various projects 
and suggest appropriate remedies. The Tyagi Commi* 


ssion is thus laced with the unenviable task of ideasing 
the centre as urall as the states. But there is no doubt 
that greater elasticity will have to be imparted to the 
state budgets with reduced reliance on central assist¬ 
ance. The latter should be used, after some time, 
mainly for eliminating the backwardness of patticular 
regions and for integrating the economy into a well-knit 
whole. 


Unmitigated Malice to Cotton Mills 


Tl-IE NEW year has certainly not begun well for our 
cotton mills industi-y which has been passing through 
a severe ciisis. Today, as many as tSU mills are remain¬ 
ing crusod, while over 80,U0U workcis have been thrown 
our of employment. Ill luck continues to dog this 
already bcaevilied mdustry. 

Three developments that adveiseiy affect the cot¬ 
ton mill industry have followed in qutca succession 
over the past few days, in the fiist place, the British 
government rejected outiight our request for exemption 
of our cotton texille cxpOj.ts ftom the import deposit 
scheme recently introuucad by it. Secondly, the 
Government of India issued an ordinance to amend 
the Payment of Bonus Act whereby the available 
suiplus (as per amended Section S ox the Act) has to 
be computed in such a way that the amount of tax 
rebate accruing to the employcis on account of the 
bonus paid or payable under the Act also becomes a 
pai-t of the available surplus of the succeeding year, 
unlike hitherto when it used to accrue wholly to the 
employer and did not rcquii'c to be shared with labour. 
The third, and what mill circles fear might prove fatal, 
is the repoi-ted acceptance by the Government of 
India of the majority rccommendation.s of the Second 
Wage Board for the Colton Textile Industry involving 
an additional wage burden to the industry of some 
nine crores of rupees per annum. The decision of the 
government to this effect, however, is still to be 
announced, but it is on the cards all right. 

If the press reports turn out to be c.irrect, the 
conclusion is irresistible that here is a case of govern¬ 
ment’s unmitigated malice to mills. Any decision suen 
as the one imported which would surely luin the cotton 
mill industiy cannot but be described as malicious. It 
is not necessary to go into the causes contributing to 
the impending catastrophe to the cotton mill industry, 
but it is imperative to examine the position of the 
industry today and that at the time when the first 
wage board for the industry made its repoil. If the 
industry is to be called upon to shoulder any additional 
wage burden, the natural presumption is that its posi¬ 
tion has perceptibly improved since then. But has it? 

According to the spokesmen of the industry, 
between 1962 and now, the cost of production has gone 
up by anywhere between 38 per cent and 43 per cent 
while, over the same period, cloth prices have risen 
by only 22 per cent. Thanks to the fantastic rise in 


dea.ness allowance, the total emoluments of a mill 
worker i.e., basic wages plus dearness allowance, have 
gone up from Rs 136 in 1962 to Rs 220 in 1968 in 
Bombay, from Rs 127 to Rs 210 in Ahmedabad, from 
Rs 119 to Rs 160 in Madias and from 103 to Rs 169 
in Kanpur, to-take only a few cotton mill centies. 
During this period, the price of the basic raw material 
—cotton—also has gone up appreciab.y. And more 
than anything, the excise duty has simply soared. 

It is pertinent at this point to recall what the first 
wage board had stated when it recommended a scale 
of wages in an effort to go the farthest it could on the 
road to a need-based wage, as the board itself put it, 
especially its considerations about the future prospects 
of the industry on the basis of which it decided to 
do so. First, the first wage board expected the total 
demand for cotton textiles, both domestic and export, 
t} cross the 9,100-million-metre mark by 1965-66. 
Secondly, the board was of the considered opinion that 
cotton textiles were In no immediate danger of compe¬ 
tition from man-made fibres. Thirdly, as a result of 
rehabilitation, modernisation and rationalisation, the 
board had expressed the hope that there would be 
greater productivity. Finally, the board had made a 
specific reference to a goveinment p.oposal to come 
to the aid of the industry in a big way. Let us examine 
how each one of these has turned out to be in the 
event. 

To take the demand for cotton textiles first. The 
9,lU0-million-metre mark for the total demand for 
cotton textiles was not only not reached in 1965-66; even 
in 1967 the total production itself, of cotton textiles 
in ail the sectors, amounted to no more than 7,300 
million metres! And, even so. the mill industry 
experienced considerable difficulty in disposing of its 
reduced output. 

Secondly, the confidence of the first wage board 
that cotton textiles were not in any danger of compe¬ 
tition from man-made fibres was too short-lived, if not 
totally belied. The total production of man-made fibres 
actually shot up from 400 million metres in 1958 to 
881 million metres in 1967. Along with this increased 
production, it has also been established by a market 
research undertaken by the Textiles Comntittee, man¬ 
made fibres have, in fact, started cutting into the 
consumption of cotton textiles.' 

Similarly, the hope of the first wage board about 
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rehabilitation, rationalisation and modernisation, or the 
consequent unprovement in productivity, also lailed to 
maieiiause. In spite of the incx eased processing of 
textiles, the wage bill as a percentage of the total cost 
bui has gone up from 23 per cent to over 20 per cent. 
Higher pruductivixy seems to be still eluding the 
iiiau.<itty in several cases. 

Lastly, far from getting any big assistance from 
the goveinment, the cation nun industry finds itself 
smouieied and caught in a vice as it were between the 
ever-nsing excise auty, on the one hand, and the fixa¬ 
tion or uueconoxmc p.ices for conti oiled cloth, on the 
other. IVhatever solicitude the government showed 
has been, the mill interests complain, to the worker 
by way of higher dearness allowance, to the cotton 
grower by way of enhanced prices and to the consumer 
by way of prices below cost fur controlled varieties of 
cloth. If, in this pentangular pastime, four parties have 
benefitted, the deduction follows that it could be only 
at the cost of the fifth party, the cotton mill industry, 
as witness its chaotic and crippled financial condition 
today. 

From all that has been said so far, no one need 
rush to the conclusion that mill interests are opposed 
to higher wages. Their only contention—and this is 

Weavers Have 

THE DECISIONS of the Government of India bearing 
on industries are either panicky or procrastinated, and 
neither is good either to the industry concerned or to 
the economy of the country as a whole. The latest 
repoited decision of the union Ministry of Commerce 
to import rayon yarn fails under the former category. 
Otherwise, it is ^fficult to appreciate such a decision 
when the Tariff Conunission is already seized of the 
question of fair prices of all types of man-made fibres 
generally and has been asked to submit an interim 
report on rayon yarn prices in particular. Evidently 
the authorities are being stampeded to ‘act, in the way 
as reported in the press, by the hue and cry of 
art silk weavers generally and those of Amritsar in 
particular. 

The allegations of the art silk weavers of Amiitsar 
include the charges (i) that the prices of viscose 
filament yarn have gone up considerably, especially 
lately, (ii) that the spinners are selling through dea¬ 
lers and distributors and are indulging in unhealthy 
trade practices, (iii) that there is considerable idle 
capacity in the weaving sector, and (iv) that there 
is a wide disparity between the prices in this country 
and international prices. If the version of the art silk 
weavers is to be believed—and they certainly appear 
relatively more plausible, backed as they are by rele¬ 
vant facts and figures—none of these allegations stands 
scrutiny. 

There are both official and market prices for 


understandable, especially in the context of the eco¬ 
nomic conditions obtaining presently in our country— 
is that workers should aspire for a higher standard of 
living by achieving higher productivity. This is the 
only way in which they can help themselves without, 
at the same time, haiming other interests in the cotm- 
try, and what is not peihaps generally appreciated is 
they can do so even as things stand today. In fact, 
the prevailing wage structure in the cotton mill 
industry provides for payment of higher wages to an 
employee who takes on a larger machine assignment 
and thus demonstrates he has improved his productivity. 

In conclusion, it is perhaps permissible to ask the 
second wage board the principles governing their re¬ 
ported recommendations. P'or these do not seem to 
follow either the principles in this behalf laid down 
by the Supreme Com t or the recommendations of the 
ILO experts on the fixation of a minimum wage with 
special reference to developing countries. Had only 
the second wage board fixed minimum wages on the 
latter basis and built up thereon a wage structure for 
different textile centres after taking into account such 
scientific principles as job analysis and time and motion 
studies, it would have arrived at conclusions at once 
acceptable and unassailable. 


viscose filament yarn and the official prices are alvrays 
slightly lower than the market prices. Taking the higher 
of the two, that is market prices, the trend ovei' the 
last three years does not bear out the charge that 
viscose yarn prices have gone up considerably. In 
1966 (pre-devaluation), the price per kg of 120 bright 
denier (first quality) fluctuated between Rs 13.27 and 
Rs 15.19 (inclusive of excise duty : Rs 2.65); in 1967, 
it varied from Rs 13.91 to Rs 15.58, and, in 1967, it 
ranged from Rs 14.69 to Rs 16.03 (inclusive of excise 
duty: Rs 3.95). It is thus seen that not only is the 
not selling price today lower at Rs 11.48 (even if the 
December 1968 quotation is taken, it works out to 
only Rs 12.08) compared to the corresponding pre¬ 
devaluation net selling price of Rs 12.50, but the range 
of fluctuation also has steadily narrowed down frem 
Rs 1.92 in 1966 to Rs 1.67 in 1967 and to Rs 1.34 in 
1968. In view of this, one would like to know the 
ba.sis on which the Amritsar weavers have made their 
allegation of an 80 per cent rise in viscose yam prires 
over the past three years. 

Another allegation of the Amritsar weavers is that 
the spinners are selling through dealers and distributors 
i.e., the traders, and arc indulging in unhealthy trade 
practices. Our enquiries show that the general prac¬ 
tice among the spinners is to announce periodical 
sales at specified prices that hold good for a particular 
period and that during such sales weavers arc given 
the first preference to book orders. Only after the 
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dose of the specified period, it is said, the spinners 
dispose of what is not so booked by the weavers to 
dealers and distributors. Further, during the sales 
period, It would appear, tradeis are not only not pre¬ 
vented from booking orders but are also offered the 
same paces as wcaveis. It thus sutms weavers have 
ample opportunities to book their requirements at 
widely publicised prices but some of them tend to 
postpone pui chases for some reason or other, not 
e.xcluding the hope that prices would go down if and 
when iinpoi ts ai'c allowed. After the sales and in 
between sales, weavers, if they require yam, have 
necessarily to go to traders (dealers or ^stributors) 
and pay the prices the latter charge which is, of course, 
what they teel the circumstances prevailing at any 
given time warrant. If these prices are inconvenient 
or unremuneralive to weavers, they have themselves 
to thank for it. This is all the more so because, it is 
said, they failed to take advantage of the offer made 
by the two leading spinners, viz., Na.ional Rayon and 
Century Rayon (between them, these two units sell 
20 per cent to 25 per cent of their production to Amrit¬ 
sar weavers), at the instance of the Ministry of 
Commerce and the Textile Commissioner, to sell yarn 
in bulk quantity at mutually agreed prices to a Punjab 
corporation. 

It is absurd to compare domestic prices of viscose 
yarn with international prices and to blame the spin¬ 
ners for the difference, for it is well known that every 
country has two prices, one for the internal market 
—the domestic price—and another for the export 
market—the international price—, the latter of which 
is always lower. It would, however, be right to 
compare domestic viscose ya.n prices in different 
countries and to find out how our domestic prices 
compare with those of other countries producing vis¬ 
cose yam. Such a compar ison places our viscose yarn 
producers in a very favouxable light indeed. Thus, 
exclusive of excLse duty, the price per kg charged by 
our spinners of Rs 11.48 compa.es with Rs 11.74 in 
Italy, Rs 13.47 in the UK and Rs 15.38 in the USA. 
Small wonder then that our viscose yarn manufac¬ 
turers should make the claim that very few industries 
in this country can assert that their domestic prices 
arc lower than those ruling in foreign countries. 

One more or less general (and not confined to the 
Amritsar weavers only) assertion is that, inasmuch as 
viscose spinners now receive actual users’ licence for 
pulp unlike in 1966 when they were required to obtain 
their raw materials at an appreciable premium (^0 
per cent according to the Silk and Art Silk Mills 
Association chairman, Mr Surendra M. Mehta), there 
is evei-y justification for a reasonable decline in viscose 
yarn prices. But those who make such an asset tion 
seem conveniently to overlook the fact that costs, 
including the price of pulp, have gone up over the past 
few years. 

It is also the contention of viscose yam interests 
that, although they have agreed to spare 10 per cent 


of their yam production at concessional prices &f 
exports and the Silk and Rayon Textiles Export Pro¬ 
motion Council has allowed them to recover the conse¬ 
quent losses by loading domestic prices, they have not 
done so as they are not in a position to do so currently. 

This leaves only one more allegation—idle capacity 
—to be examined. Although every one has become 
familiar with idle capacity, thanks to the recent 
recession, not many are perhaps aware that idle capacity 
in the weaving sector is a normal feature. Both the 
Asoka Mehta Puwerloom Enquiry Committee and the 
Kampani Study Team have gone on record as saying 
that 40 per cent of the weaving sector always remains 
idle. In Amritsar, generally, the winter months are 
idle months for powerlooms using viscose yam. Pre¬ 
sently, they may also have been adversely affected by 
the tight money conditions, the absence of appropriate 
export promotion plans and the unhealthy competition 
stemming from smuggled goods from Nepal. 

Meanwhile, the bono fides of the viscose spinners 
seem to be fully established by the fact that they have 
expressed their gratefulness to the government for 
having referred the question of fixation of fair prices 
for the industry to the Tariff Commission. There are 
reasons to believe, so the spinning section of the 
industry argues, that the weaving sector today is 
relatively more favourably placed, and it is, therefore, 
high time that a proper balance was maintained 
between the two important sectors. 
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Gaps in Science Policy 

K. 0 . SUDARSHAN HALIK (Miss) A UHA SEN (Mrs) 


HOW SHOULD devoloping (temocrucics co-<irdinale BCienlific 
i-ese»rch? Since scientific resources are as scarce as capital 
and under certain circumstances scarcer thfin i-apital, the i-ci- 
onlinatiun of research with u view In obtaining optiniuin use 
<)t these M-arce resourws is the most urgent problem fui 
countries. Presently these countries are ideologically unwillmg. 
institutionally ill-prepared and ecologically poorly balanced 1o 
en.sure a truitful and effective co-ordination Whereas this is 
a prime problem for underdeveloped ;unl developing countries, 
even the advancwl countries me not free from it. In Ihiisc 
countries, the <o-ordination problem manifo-sts itself under 
various .shapes, varying in si/e (Upending upon the magnitudi' 
of the research efforts on the one hc.nd. and onjanizaUonal 
machinery developed for it on the other. I’rohlcm.s facing 
scienis* in each countrv are peculiar to Its ccs’iiomic and sodnl 
(jrder. and hence each c<,untri develops .science iirBani/.ilnn 
suitable to its needs, lixperience of one counliy may .seise a-; 
a mode to indicate a line of approach, but the system cannot 
lie transplanted as such. Hence a study i)l attempts at (o- 
ordinalUiii by other lounlrii's may not serve as more Ih.m 
guidelines, in the prest'iit study, whicli is a continuation ot llie 
.Science Policy(l) study, .m attempt h.-s hteii m.ide to view the 
problems of co-ordinalioii of scientific research in our (ounli'c 
at the n.ilional level and it is expected to .serve as guidelines 
to other developing countries of the region, simv economie 
prioritie.s and geographical contiguity would lie generatin.t 
siniihir probU'iiis there alsci. 

Most people, including our leaders, hold that science neither 
can, nor should be directed b.v the govenimenl. Institutionally, a 
few powerful agencies, e.specially the Atomic Knergy Commission 
(AEC), the Council of Scientific & Industrial Research (CSlIli. 
the DefenfS' Research and Development Organkalion (DRDOj. 
the Indian Council of Medical Research (ICMR). and the Indian 
Council of Agricultural Research (ICAR) control more than 7.> 
per coni of our annual research and development exp(.*nditurc, 
with very little supervision liy the government or Parliament. 
Ecologically, more than •l.'i per cent of the government funds 
lor research and development are spent in three or four metro¬ 
politan cities, e.g., Calcutta, Bombay. Madr.-is and Delhi. The 
effect of this concentration on the effective use of science and 
co-ordination of the government’s scientific resources can be 
g,i igcd from the following discussion. 

tiationil Co’ordi nation 

11 is a common beliel that scientific work, like all oiht'r 
creative works, is not inherent l.v controllable and hence can 
not lie (‘usily co-ordinated. The .scientific mind i.s an emiuiring 
mind and has to explore new ways and means. To try to guide 
an investigating mind is to stifle it. 'All genuine science has 
its origin in the intellectual curiosity of the fiee Iiuniuii .spirit. 

It is not .something which can be dictated liy either the 
ocologians or ideclogians. or in the long run liy rulers’UM. It )■ 
also advocated by the extreme priilagonists of ('eiitralized pl.m- 
ning that .scientific i-eseurcii activity roust lie kept f-Tc Iropii 
.social and political controls. 

Social philosophers and polilic.il ihinkcrs of Ibc aeslcrn 
world do not look at scientilic activity as thc.v do at educatK.n. 
public health and other profos.sional activitic's They become 
sormdimes olilivious ot llip fad that .scientific actlvilv i*' tx’- 
coming more and more a national interest, and hence is an 
es.sontial pari ot the political processes. This leads them b' 
Ijelieve that the increased nulional inloit'sl need not iit'cc..ssai'ily 
hr expressed through planning or through outriglil goveni- 

Thc ideas expressed in this article are tlie personal vic\v> 

whore they work. 


Picul control. However, uncon.sciou.sly. they have cvnlyed a 
.'■ystem of iiationul conirol and guidumie of science vvhich is 
very effective. The p.Kiition in tliesc countries har 1 ecu very 
•lucfiiictly summed up by Amil.ii EI'ioni(3) as under: 

■‘Modern democracies especially in western Eurvipe Iwvo 
evolved ways of national guidiince that are mure permissiv.?. 
anil at the same lime more effective Ihaii tot.iUstic or oiitrighl 
coiiliol. In social science, ihi^ ilevclopment is referred to as 
iiulicalive pliinimm or programming". 

■fhe study of central co-ordiiiatiim and ciinlrol of scieiivilic 
.u'liv'ilics is therefore of icterest as a stuily of methods and 
techniipies of central dii’cclioiis in the fieMs oi edticeillotuil, 
public lieallli and other pvulc.“‘iun.'l activities, which will pro- 
liablv also come under greater piililic cmuImI in India in the 
cuiiiinR dccade.s 

Centre's Role 

In tile lield of scientific research, the central giivcrnment 
provides for about 80 per c"nl ol the total expendituie uii re- 
-.earch and dcvi'luimielit and stati* t’overipiienls a-i'ither .d>o;.l 
1,1 per is’iit. the n'st Iwlim the i untrii’iiliun uf priv.ile indvatr rs. 
The Iasi caloginy is ol recent origin. It lia.s IX'en ii':'.eiVv;d(41 
I hat the (vntral financing is one 'f the weakest vvay.s in vvliicli 
a national guvermrent can oflect a social t.ctivity. cspcciallv as 
lung as few or nu 'strings' an? altache.t. However, the Cl•ntr.^l 
control of major .segments ol Indian scientilic activities, tlu-ough 
financial control, is not only stringent tmt more powerful and 
inhibiting. This is Iiecaust* scienci' in mir country has not vet 
attained an iri.lependent slatu.s of ils own nor has tlie 
orgniiizational .structure develoijed bi.ill-in liuffers to alxsorl* 
the admini.stralive shocks and sliiin.s rc.-.u1tini; from finatictal 
sanctions. 

The great expansion of seicr.tific .ictivit.v after Indciic.’.- 
dence was effci'led ti.v tlie creation ol a chain of national 
laboratories, expanding university departments and boosting 
research efforts in other departments and ministries, eg. 
Department of Atomic Energy and tlie Ministry uf Defi‘n."e. The 
creation of new .scientific Institutions involved fewer politic il 
■-(rains and no social dislocation as this .sector wa.s altogether 
new and was not created at the expense of the exi.sting one-. 
Siiii’e lack of eapiti'l resources is a chronic malady with the 
developing nations, plans tor new .scientific retjuirements are 
(M-casionally shelved or posliXMietl. There is however no 
i.ttempt .at redistribution of scientific resources. This could i-e 
imssible if the country had a consolidalecl "s-cipnee liiidget". 
Tins is an impuHaiit gap in the '.cience urgani/ation ol the 
eouiilry. Ill a developing country wnero scienvc i.s grovvim;. 
expansiun and redistribution .should go tuROther. 

The Covernmeot of Indi.t dues not approaih tlie (lue.stiu;! 
of '•uidaiicp .111(1 co-ordinatiun of .s<'ioiitifis activities in terms 
of priorities and allcji'idiuiis. a.s (hi* .Soviet Union or ulticr cci- 
Irally planned crunoinies do. 'I'iicre '.s mu u 1 li‘m|ii al !h'’ 
ori.'.ar.i/.i 1 ion.il level in the cuunii'.v lo co-ordiiiiih. guidi' or '.<> 
leview the overall aclivilio', (jf •liciiiific re.si’.arcli. .Siniit.iilv 
It.crc is nil altcnipl. in terms of ilircctivc-., lo integiatc viciti- 
! 1 C (floils with '.otial .'Hill n-oiiooiic ;'o!ils uf th- iuitiii:i (.11 
I'.vei. o. iinlii.e llic Unil -i Stale-, of /Xmeiira, th'» governne,nl 
,0 ouc cuuniiy is onl.v .1 snppurlec ol ccsi’arch hiil not it- 1 I cct. 
csit'iil |M'i'h.u.<s 11. Dvreiict* I'v.vi.rcli, 

V( .Me iiol rinivci'iK!l tivrc \>-illi ihc process of gi'i 

icci U'l lioii and iiCo‘'.r.(iiiiii<*s ul ri'.sfarch iic tji.,it-.. 

.Vcither are we '■unccrilfd neie how jvvrnmeiil rc-iMa) !. 'o 

of tlie author' and have nothing to do with the organi.'ali'--. 
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external stimuli to support science. The important point lor 
the present discussion is that the government has assumed the 
role of providing technutogicai deveiopment through public sup* 
ported science. Although governmental control through ad- 
minlslratlve mechanism is quite high In each research 
establiahmenl, there is no effective co-ordination and 
national guidance of sctentllio efforts between various institu¬ 
tions. It may be stressed again that expenditure on .scientific 
research in our country by private industrial houses is still 
meagre; hardly .1-7 per cent of the total research expenditure. 
Secondly, data for research financed by industry is not avail¬ 
able at one place. Therefore, for the purposes of this article, 
government expenditure on research and development is taken 
to represent the total expenditure In the country on research 
and development activities. 

The total government research and development budget in 
1950-31 was hardly Its 2 crorcs and by 1065-66 it rose to nearly 
Rs 51 crorcs. Table I lielow gives the rise in the rescaich and 
development budget in India from 1050-SI to 1065-06. 

TABLE I 

TOTAL EXPENDITDKE ON SCIENTIFIC RESEARCH 
AT CONSTANT PRICES 1952-53 PRICE LEVEL8(6} 

(Rs crores) 


Year 

Central 

government 

Other 

Total 

1950-51 

4.191 

0.796 

4.987 

1955-56 

13.122 

2.493 

15.615 

1960-61 

23.937 

4.562 

25.808 

1965-66 

42.788 

8.130 

50.918 


Central co-ordination and guldant'e of researrh are devclot>- 
ing haphazardly in our country. In part the pattern Is modern 
gnd sultatile to a democratic society and the needs of scientific 
activity, i.e. it provides decentralized control (CSIR laboratories 
and reorganized ICAR) of research activities carried out by hun¬ 
dreds of scientists in various research organizations. The major 
deficiency seems to lie In the absence of proper role Identifica¬ 
tion and a clear statement ol objectives. It is not si much a 
question of excessive governmental Intervention and control 
of the laboratories, as it is one of closer and effective, mutuallj' 
beneficial, relationship among the many governmental agen¬ 
cies that guide and administer science, c.g., ICMR, ICAR & 
CdlR, Department of Atomic Energy, the University Grants 
Commission (UGC) and tiw nathmal decision-making bodies 
(e.g. Planning Commission, National Development Council and 
Scientific Advisory Committee to the Cabinet) that formulate 
the national goals which the scientific «'ommunity is to accom¬ 
plish. 

The lack of an overall national policy is also revealed in 
the allocation of government funds for research and develop¬ 
ment among various departments, agencies, and sectors of re¬ 
search. In the financial year 1964-65, the sector-wise allocation 
was as given in Table II. 

The purpose of quoting these statistics is ti> show how 
ill-connected these allocutions are with the importance of 
national ptoblems and the schemes of economic priority. A 
country which is primarily agricultural, and suffers from chro¬ 
nic food shortages, spends only 17.51 per cent of its research 
budget on scientific activities in this sector. Another important 
sector that is neglected is medicine and public heslth. This 
is because of the fact that the allocation of funds is not decided 
and scn’itinizcd by any central science policy organization, 
which could alter the pattern of ullocation significantly. The 
pattern of allocation of research and developmtmt resources is 
largely the result of demands for grants voM by Parliament 
each year for individual ministries controlling or administering 


139 

particular .sectors or organizations of research. In reality the 
allocations are decided by the Ministry of Finance and then put 
up to Parliament Each of these ministries work in isolation and 
there is hardly any attempt at any stage to co-ordina'e the re¬ 
search budget. The relative merits of Agriculture. Medicine and 
Public Health, Education. Industrial Resean-h and Atomic 
Energj' are hardly reviewed Jointly to decide Inler-se priorities. 
The prevailing state of affairs has Ixien summed u.i in the 
mo.st crisp words by Aniital Etzlonl(7). 

“One might argue that this is the way the federal govern¬ 
ment works in general, that is speeifie interests etc. make 
their case liefore the higher executive authorities (and the 
legislature) which decide policy by taking into account the 
merits of tbo statements, as well ns such political factors aa 
the relotive powers of supporting groups and public opinion. 
This, us might be said, is the way a pluralistic society makes 
political decisions.” 

I'he lack of a national authority or a parliamentary body 
to review the national policy for science has not onablwi even 
the pultlic opmion to play the balancing role it does 
in other spheres such ns, nuclear weapons, tax policy, etc. 
It may be said that the absolute majority of the ruling party 
in tlie lust three parliaments may have prevented free and 
fruitful debates to show their impact. But the government 
now can hardly afford to by-pass the views expressed by 
other groups in Parliament. In the absence of a central 
policy-making body the possibility of specific interests Justi¬ 
fying tbcmrelves before the public is reduced, because they 
do not have a forum which could give them the opportunity to 
express themselves. 

Superficial Approach 

This approach to research and development enables depart¬ 
ments with fashionable and catchy nomenclatures to supersede 
the demands of those sectors which have more general and 
continuing responsibilities such as medicine and public health 
as opposed to atomic energy. Those which can show lloshy 
results though of little long-term nr durable Importance are 
favoured over those with less tangible results such as the 
training and education for scientific workers. 

The weakness of the higher policy-making bodies vis-a-vis 
the scientific institutions wiUi which they have to deal is 
reflected in the size of their staff and consequently their 
budget. The Scientific and Research (SR) Division of the 
Planning Commission is entrusted with the responsibility of 
assisting the Planning Commission in drawing up the coimiry's 
scieniifie research and development plans. This small org,am- 

TABLE ir 

EXPENDITURE ON SCIENTIFIC RESEARCH BY CENTRE & 
STATES CLASSIFIED ACCORDING TO SECTORS—1964-65* 

(Rs crorcs) 


Sector of Research 

States 

Centre 

Total 

Per rent 

.Igricuiture 

Animal husbandry. 

.3.105 

5..300 

8.605 

12.9.> 

fisheries & dairy U.OOI 
Scientific, industrial & 
technological 

2.1.31) 

3.031 

4.56 

research 

Medidne Sc public 

0..338 

14.73.1 

15.075 

22.60 

liealth 

2.069 

3.U9 

.1.188 

7.87 

Irrigation & power 

0.740 

2.219 

2.96.1 

4.46 

Geological survey 

0.661 

4.980 

3.520 

8.31 

Atomic energy 


I4..342 

14.342 

21.59 

Railways 

— 

0.924 

0.024 

1.39 

Defence 


7.939 

7.930 

11.9.1 

Others 

-- 

2.840 

2.840 

4.23 

Total 

7.820 

58.607 

66.427 

100 00 


* A. Rahman, et. al. State Support to Science. 
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jiiiion is supposed to coordinate the elforU tc widely dispersed 
scientific and technological d^rtments and oiganisations of 
the Government of lndia(8) with a total budgef among thEffl 
of nearly Bs 28 crores. TMs agency is to Aipervise and 
coordinate the development plans of giant empires such as 
the Department of Atomic Energy, the Council of Scientific 
& Industrial Research and the Survey of India, each employing 
more than 8.000 scientific and technical personnel. Each of 
these agencies has a much larger headquarters staff than the 
SB Division of the Planning Commission. As a result, one 
technique of obtaining approval of their programmes is for 
these units to ‘overload* the Planning Commission with 
technical details of their projects. Since the Planning Com¬ 
mission cimnot check all the material, both for want of 
technical competence as well as manpower. It is reluctant to 
reject any programme. It only shifts its responsibility to the 
Ministry of Finance which may prune the overall financial 
allocatiop leaving it for the unit to make adjustments in Its 
programmes. The same process applies to tte allocation of 
foreign exchange. 

The second body which could guide in the making of policy 
is the Scientific Advisory Committee to the Cabinet (SACC). 
It has no permanent staff of its own. The secretarial facili^ 
to it is provided by the Cabinet Secretariat as on additionid 
responsibility. The SACC encompasses still bigger area than 
the SR Division of the Planning Commission. In its present 
form SACC is not effective in c»-ardinating scientific research 
in the country and provide the necessary national guidance, 
since It has no executive powers. Moreover, SACC suffers 
from lack of objectivity. This has been clearly brought out 
by the Education Commission report. It states; “The committee 
Is mainly constituted of representatives of Important research 
organizations in the country. This makes, to soy the least, 
an objective and critical examination of issues of national 
rcaearch policy difficult. The members are often too cUrectly 
involved to be able to take an objective and detached view”. 

Paucity of Resources 

In a developing country resources have numerous compet¬ 
ing claims and the allocating authorities have to be very earful 
in determining the priorities. By the nature of things, scientific 
research In these countries gets u residuary treatment Further, 
scientific equipment and instruments industry in these countr.es 
is not sufficiently developed; by and large research labora¬ 
tories have to import such cquipm«it. This makes science 
in these countries depend on foreign exchange which is a very 
scarce resource. 

Administrative machinery may augment financial resources 
for scientific research and development at any particular time, 
but it cannot alter the total number of scientists available to 
the country in a particular year. Moreover, with programmes 
of industrialisation being accelerated from plan to plan, the 
avenues of employment for science and technical personnel 
in the industry become more lucrative. Industries become 
competitors with research and development for bi|di calibre 
human resources. For developed and advanced countries the 
supply of human resources may be flexible. Some of these 
countries import qualified men from other countries. But 
not so the less developed countries. They have, on the contraqr 
to face the problem of ‘brain-drain’. We must therefore 
constantly keep in view the i>rogramme of long-term develop¬ 
ment of human resources. 

Not only are human resources. In riie form of scientists 
and technologists, scarce in the developing countries, it takes 
a long time to train new seientlatB and engineers. This itself 
makes a long-term, well co-ordinated overall policy necessary. 
In the short-term, normally science personnel 'is only re-allo- 
coted from one sector to another. Longer the period of 
training, more severe is the damage done by ahort-term 
reallocation decisions. It is not possible to specify the rime 
it takes to train up a scientist or an enginaer. Tha Isnga 


of lead time depends on the depth rather than the scope at 
research. If the shortage is at the higher echelon, it might 
take live to 10 years and if it is at the lower level of the 
scientific workers the lead time may be anything between 
10 to 12 years. Hallsham estimates thd lead time as 30 
years, in developing countries it Is therefore essential 
that the plans of economic development should make long-term 
assessment of various types of manpower required and take 
necessary steps sufficiently in advance to generate such 
resources. 

Our education^ system tends to draw a large part of Its 
recruits for science and technology from a limited segment 
of society. The talent bom to the rural and poorer sections 
of the society Is left largely unexplolted. EducaUonbts often 
are found discussing the problem of ‘wastage’ in the form 
of ‘failures' or ‘dropouts’ or faUing standards of education. 
No thought Is given to ecological concentration of good educa¬ 
tional facilities in a few cities. Situated as we are, with a 
large population, greater tapping of science taloit may exhauM 
the traditional recruitment basis without finding alternative 
sources. The sociological base of our recruitment must be 
significantly broadened, before we are faced with the situation 
now obtairdng in the USA, where the traditional segment has 
almost run dry. This would further increase the lend time. 

Long-R«nge Foreemst 

The long lead time necessitates a forecast of the needs 
of scientific personnel of the country IS to 20 years hence. 
The cataloguing of the needs would help us to evaluate the 
present emphasis in our educational syston in terms of our 
requirements of future and would also identify the new priori¬ 
ties. Such a projection of long-term needs could never be 
accurate, yet it could serve as guidelines. There should be 
built-in flexibilities in the ssrstem to allow for accommodation 
of short-term priorities. This brings the question of the role 
of the central government in the field Of education. Finally, 
without a clear concept of the overall research and developmsit 
needs, both in breadth and depth, there is the fear that 
universities and teaching institutes would be denuded of com¬ 
petent teachers to train future researchers. Even today the 
country is laced with the problem of shortage of competent 
teachers; with greater emphasis on research and deve- 
lotHnmt, the shortage is likely to become acute. 

Since Independence, many committees and study groups 
have reported on the shortage of technical manpower in the 
country, but while voting for the budget of each of the 
organizations for scientific research and development Parlia¬ 
ment has never considered the human resources aspect of their 

TABLE m 

EXPENDITUHE OF CENTRAL GOVERNMENT ON 
SCIENTinC* RESEARCH ACCORDING TO 
CONTBOLLINO BONISTUES—(1964-65) 


Ministry/Deiwrtmait 

Expenditure 
(Ra crores) 

Penoentage 
of toUI 

Atomic ikiergy Departmttit 

Civil Aviation, Communication 8 e 

14.342 

24.47 

Transport 

0.335 

0.87 

Commerce, Industry & Supply 

0.846 

1.44 

Defence 

T.9S8 

13.54 

Education 

13.617 

23 

Food St Agriculture 

7.751 

18.24 

Health 

3.097 

5.28. 

Home Affairs 

2.522 

4.30 

Information & Broadcasting 

0.078 

0.18 

Irrigation te Power 

2.219 

3.79 

Railways 

0.924 

IAS 

Steel Sc Mines 

4.966 

8A0 

Wcffks Sc Housing 

0.080 

0.13 

Total 

88.607 

IOOjOO 

* A Ralnnan, et al. State Sumxart to Sdenoe. 
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Itrograinmes. The HBanlng Conunlnlon abo while coneldertiiK 
the ttve-yeer plan prograinmca haa not given thought to this 
aspect. It would be in the fitness of things if Parliament 
insisted that each organization entrusted with the tusk of 
research and development be obliged to specify what kind of 
resources it needs. This would help to idmitify the surpluses 
or shortages of resources. This would also lead to better 
informed and more purposeful debates in Parliament. 

It would thus be clear that if research and devdopment 
budgets of various government and non-government organi¬ 
sations were made or at least reviewed by one committee or 
council the prospects for a balanced emphasis on research and 
adence policy would be brighter. The formulation of long-range 
government policy in science itself would perhaps decrease 
the need for centralization. It would then accommodate the 
changing social and national priorities in its development 
programmes. Without at least an overall picture of the futun- 
national research and development needs, a better balance of 
training and use of human resource can hardly be <*xpccttd. 

Ecological Distribution 

Scientific research in our country, as stated earlier, is by 
and large financed and managed by the central government; 
the states have almost negligible contribution to make. Uncon¬ 
sciously, the pattern of development of scientific research has 
been that it is concentrated in a few big cosmopolitan cities 
and three or four progressive states. It Ls not suitably distri¬ 
buted all over the country. It has been observed that cre.-iiion 
of large research and development facilities serves as seed for 
other industrial activities and opens up job opportunities. 
Because of this ‘spill over* effects the deprived or backward 
states would also press the claim to have research and deve¬ 
lopment activities in their states. The country shall thus have 
to evolve its policy for ecological distribution of research and 
development activities to be created in future. For develop¬ 
ing such a policy the following factors shall have to be kept in 
view;— 


(i) Security considerations that point towards greater 
dispersal of resources among states. 

(ii) Educational needs and setting up large centres in 
comparatively backward regions of the country which 
in combination with teaching facilities would accele¬ 
rate their development. 

(iii) The available technological and scientific potential 
of the region should be assessed to draw up future 
plans. 

The preceding discussion suggests the need for ati orga- 
nisation to ccwirdinate scientific research activity at the national 
level. The first step in this direction should be to do away 
with the multiplicity of policy-making and co-ordinating agen¬ 
cies at the national level. It is felt that the necessary machi¬ 
nery could be cither a Department of Science and Technology, 
with a cabinet-level minister in charge of It, or the reorganised 
Sfi,CC as policy-making body and the National Council of 
Science and Technology (NCST) as a co-ordinating boriy. 

The Department of Science and Technology if established 
would have to absorb both the SR Division of the Planning 
Commission and the SACC.(9) This would also neces.sitate 
the amalgamation of science organisations, such as ICAR. 
ICMR and CSIR, under the proposed department. The main 
danger here is of overH-entrallmtion and burcaucratisation. 
Care ia to be taken to see that this Department of Science and 
Technology docs not create more delays and rigid controls, a 
spread of power, in which bureaucrats become overlords of 
research and development 

It Is, therefore, auggested that the country should have a two- 
tiered system for national guidance and co-ordination of scienti¬ 


fic research. The first tier would engage Itself In the aetlvittes 
concerned with pbUcy matters and national guidance. This 
could be the present SACC with modified scope and objectives. 
The setond tier would co-ordinate diversely spread out research 
effort and look into the implementation of the science program¬ 
mes and policy directives Issued by SACC and the Planning 
Commission, This tier may be designated as the National Council 
of Science and Technology. In addition to co-ordination, this 
organisation could be a.ssigned the responsibilities of suggesting 
intra-sectoral priorities and preparation of science report and 
budget for the country. 
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The Anatomy of Poverty 

S.P.CHOraA 


ANY ASSUMPTION that can be made of a reasonable capital- 
output ratio, that an Investment of x rupees would yield on In¬ 
come of, say, y rupees does not apparently apply to Bihar. More 
specifically the considerable Investment made In heavy Industry 
in this state has not produced much impact on the standard of 
livimt of its people. This U the upshot of a detailed case study 
of Bihar, in relation to other states of this country, which was 
undertaken by Dr Kedamath Prasad of Patna University.* 
A research grant of more than Rs 70,000 was received by Dr 
Prasad from the Research Programmes Committee of the Plan¬ 
ning Commission. His findings covered two volumes explain¬ 
ing Commission. His findings covered two volumes explain- 
in the foreword to this book. Dr V. K. R. V. Rao has lamented 
that "somehow, multiplier and demonstration effects do not 
seem to have worked in this state”. 

In liocumenting the inadequacies of regional planning as 
practised in this country, Dr Prasad has done some useful 
work here. He analyses the growth of Bihar in relation to 
other states and scrutinises a number of research studies deal¬ 
ing with this subject The introduction to the book covering no less 
than 54 pages is an analytical essay dealing with the importance 
of regional development. Considering the Inadequacy of statis¬ 
tical data, the author is to be commended on collecting and 
collating such information as is available in highlighting the 
peculiar problems of this state. 

According to the 1861 census, Bihar was the most papulous 
state, next only to Uttar Pradesh. As against its second rank 
in population among tiie states of this country, its rank in area 
is ninth, signifying a relatively high density of population. It 
is in fact the third most densely populated state in the country, 
the first two being Kerala and West Bengal. In the percen¬ 
tage increase of population between 1921 and 1051, it enjoye<l 
the fifth rank. 

Intertsting Observations 

Dr Prasad has compared different aspects of population 
growth in various states and has made some interesting obser¬ 
vations. He reveals that “the state of Assam with the 
smallest proportion of married women showed almost double 
the rate of growth of Bihar which had the largest proportion 
of married women”. Again, “West Bengal with the highest 
proportion of widows showed a more rapid rate of growth than 
Punjab which had the lowest proportion of widows. Bihar with 
the highest proportion of child wives showed a lower rate of 
growth of population than Madras which had almost the lowest 
percentage of child marriages. Population had Increased 
almost as rapidly in Orissa which had an excess of females over 
males as in Punjab which always had a chronic deficiency of 
females”. 

Bihar has almost one-fifth of its area under forests which 
constitute a rich asset. Unfortunately, they hove not been used 
profitably. About 85 per cent of the forest area was in private 
hands at the time of Independence, but all of it was subsequently 
taken over by the Government of Bihar tor management much 
before even the Land Reforms Act came into force. The first 
five-year Plan concentrated attention on the survey and de¬ 
marcation of these private forests. The second five-year Plan 
devoted its attention to the afforestation of waste lands on a 
large .scale. The Imbalance in the regional distribution of 
forests was sought to be mitigated to a certain extent by affore¬ 
station of 7,000 acres of north Bihar and by the establishment 
of bamboo plantations in the third Plan period. It has been 
estimated that about 200,000 acres were brought under forests 


during these five years. Despite all these efforts the produc¬ 
tivity of forests In Bihar in terms of gross revenue per square 
kilometre was very low. Its rank among the states of the 
country was 14; whereas Kerala obtained Rs 2,062 from every 
sq. km of area under forests, Bihar obtained only Rs 460 per 
sq. km. The bamboo reserves In the forests of Bihar are not 
sufficient for the increasing demands of the paper mills in the 
state. Moreover, the forests In Bihar do not have suitable 
trees for match wood. The national forest policy laid down by 
the Government of India as far back as 1952 stated that Bihar 
should have a well-distributed forest area up to 35 per cent 
of its total area Implying that the existing forest area in this 
state should be nearly doubled. It Is now patent that the work 
of afforestation Is so vast that It cannot be tackled effectively 
by the forest division. Dr Prasad has suggested that a number 
of such divisions should be .set up if the target laid down by 
the national forest policy in 1952 is to be achieved. 

Mineral Wealth 

Whereas Bihar has a weak agricultural base, it is strong in 
mineral resources and it occupies a position of central import¬ 
ance regarding minerals in this country. Bihar owns 75 per 
cent of the country's total mineral wealth which is located 
in four of its districts, namely, Singhbhum, Hazaribagh, Dhan- 
bad and Palamau. The state occupies the first position in the out¬ 
put of lignite coal and limestone and third position in regard 
to mica. The movement and distribution of coal involves pro¬ 
blems which have not been resolved amicably so far. The 
mining Industry in this state has repeatedly pleaded for an 
improvement in communication facilities which are not satis¬ 
factory at the moment. The economics of transport, according 
to Dr Prasad, dictates certain locational decisions. He is of the 
view that there is great need for augmenting coal production 
from coalfields in central India to avoid long-distance move¬ 
ments of coal from Jharia in Bihar to Punjab and Gujarat 

The meagre investment on the infrastructure of Bihar is 
also a factor in slowing down its economic growth. The supply 
of power for industry and transport facilities are significantly 
short of growing requirements of the state. It docs not possess 
even good roads to carry merchandise from one part of the 
state to the other. Its rank in regard to surface roads for 
every 100,000 population is twelfth whereas Maharashtra occu¬ 
pies the top position. The backwardness of Bihar in road 
development has been a hindrance, though the rail system of the 
coal belt area In eastern Bihar is well developed to meet the 
traffic requirements. It is In the colliery area that the roods 
are bad with the result that the number of motor 
vehicles operating in this state is substantially below the all- 
India average. 

The Ganges and other rivera in the state which were once 
prosperous highways were allowed to decay either by design 
or by default with the rise of the railways. The waterways 
still possess a valuable transport potential which can be used 
to great advantage at modest cost. It is the absence of orga¬ 
nisational and technical backing which has caused the nei^- 
gence of this mode of transport. Besides emphaslng the urgency 
of surface roads, Dr Prasad has suggested that the role of 
inland navigation in the national transport poUey should he 
clearly defined and its growth coordinated with that of the 
railways and road transport. 

As in the case of transport, power sunply in Bihar hat not 
made as much progress as in some other states. The per caidta 
consumption of power in Bihar (s substantially lower than In 


*The Economics of a Backward Region In a Badewaxd Bnnamy hgr Dr Xedanath Fnsad; Vdl. I, Pp. 471, Price Rs 36; 
VoL 11, Pp. 584. Pri« Rs 45; Published by Scientific Book Agency, 22, Raja 'Woodimmt Street, Caloitta-l. 
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lome of the industrial states such as Maharashtra, West Bengal 
and Madras. In 1063-63, the per capita annual consumption ot 
power in Bihar was 49.03 kWh as against 63.45 kWh in Madra-x, 
87.07 kWh In Maharashtra and 98.50 kWh in West Bengal. 
Practically all of the state’s electricit}* consumption is for indus¬ 
try and public works. Household use of electricity in Bihar is 
two per cent of the total as against the nine per cent average 
for the whole country. Hural electrification in Bihar is making 
some progress mostly for purposes of irrigation, lighting and 
for flour and oil mills. More than 3,000 villages in Bihar have 
already been electrified and their number is Increasing at the 
rate of 500 per year. If electricity could be made available 
readily and at cheap rates, Bihar could have a proaperou^ 
aluminium industry in view of the availability of bauxite. 

Bihar has nearly 13 per cent of the total agricultural 
population in the country which is tiie highest fur any stale 
The fallow area which can be brought under cultivation is nut 
very large though it is possible to bring under irrigation u 
large part of the cultivated area which stiU depends on the 
rains. The productivity ot agriculture in this state is low, the 
outstanding reason being the uneconomic slse ot the average 
holding. Moreover, the inadequacy of irrigation facilities in 
Bihar makes the monsoons the deciding factor in agrlcuitur.'il 
production. The main crop in Bihar is winter paddy which 
requires not only abundant water but also rainfall spread eveniy 
over the season of the crop. The state produces neither enough 
food for its growing population nor adequate quantity of raw 
nnnterials for its industry. Both these factors create instability. 

CoAsIderabU Water Resource! 

Bihar pos8e.sses considerable water resources, the average 
rainfall in the state being 50 inches. The Kosi and the Gandak 
run be made to irrigate larger areas. The Kosi project has 
been instrumental in not only reducing the intensity of the 
floods but also in irrigating vast areas and generating large 
quantities of electricity. The various studies made by re¬ 
search organisations show that the completion ot the Kosi pro¬ 
ject itself has brought about vast changes ut the financial 
position of the rural families there. The survey conducted 
under the guidance of Dr Prasad has shown that the “the eco¬ 
nomic condition of both the Kosi workers and the people living 
in the Kosi area was favourably affected b,y the implementa¬ 
tion of the Kosi project. While the changes in the economic 
condition of the villages in Supau! and Nirmali can be said tn 
have changed materially for the better, no such definite judg¬ 
ment can be passed on the changes in the economic condition of 
the Kosi workers although, even in their ease, there are indica¬ 
tions of some progress 

As stated earlier, Bihar is deficit in regard to food suppl.v. 
In 1949-50, the base year for the first five-year Plan, the state’s 
deficit in cereals and pulses was estimated at 1.1 million tonnes 
which by 1956-57 rose to 3.1 million tonnes. In 1964 this deficit 
was a little less than a milUoii tonnes. It has been noUced 
that since 1969-61 the production of foodgrains in Bihar has 
cemained more or less stable despite the recurrent visitations 
nf floods and droughts. The gap in food supply has naturally 
tended to push up prices from time to time and In general the 
prices of foodgrains tend to be higher in Bihar than in the 
surplus statSs. The consumptiem of food by an average rural 
family in Bihar leaves much to be desired. 

The second volume of Dr Prasad's study deals mostly with 
the tndustriai sector. The author has waded through consider¬ 
able amount ot statistical work and has come to the conclusion 
that Bihar has remained backward despite all the efforts made 
finre Independence. This also applies to the per capita income 
of the state to which subject one full chapter has been devoted. 


the lost opportunities of Bihar over the period of the five-year 
Plans should have induced in him a mood of pessimism. Even 
so the excess of despair be has permitted hlmseU on the general 
state of the nation, including Bihar, seems to be too subjective 
for a research study. He has painM a dismal picture which is 
too gloomy even in the context of the mood of the country some¬ 
time in the third quarter of 1967 when he wrote down his con- 
clu.sions. Says Dr Prasad: “We in India are definitely going 
downhill in every walk of our life—economic, political, social, 
moral and so on. The decadence that has lately set in our life 
is ubiquitous. All lofty and noble values are sagging one by 
one and coming rapidly to their dead-end, yielding place to 
shoddy and base ones. The economy of the country Is moving 
slowly towards the stage of the static state adumbrated in 
English classical economics”. Continuing in the same vein, be 
soys: “The short strides made here and there in the economy 
amount to nothing when set off against the sinking of the 
morale and the inner spirit of the nation. The future of this 
state i.s dark and dismal. How this situation will resolve itself 
1.' extremely difficult for us to predict.” 

it seems to us that the capital-output ratio for the Plan¬ 
ning Commission’s grant lor Dr Prasod's research work has 
turned out to be ns unhelpful tor that institution's morale as 
the performance of Bihar in the area -of development may be 
to that state or the nation. 


&6ietn ^eonamiii 2.5 yea.t5 -Q^o 

JANUARY 28, 1944 


In almost every country without exception, monetary 
expansion and rise in prices have proved inevitable in 
war. But a valid comparison of the relative Drive levels 
ill ililferent countries is extremely difficult to make under 
the present abnormal conditions. Exchanges and prices 
are everywhere controlled, and price indices are computed 
under a sy.stcm of select official prices, while the greatly 
altered weights of commodities in current production and 
consumption and rationing and other controls detract 
greatly from their value. The Review of the Trade of 
India in 1941-42 just published, throws some interesting 
light on the various elements, of which the rise in prices 
is compounded in different countries. The increase in 
wholesale prices in the U.K., which was more pronounced 
than in any other country except Switzerland in 1041-42 
was mainly due to Increased shipping and war risks 
charges and the difficulties of importing raw materials 
and food from abroad. In the same year, prices in the 
USA remained subdued all through, though the prices of 
primary commodities began to exceed those in the UK 
due to a shortage of key raw materials. It is interesting 
to note that this was avoided in Britidn by rigid State 
control and distribution of these commodities. In India 
the increase in the prices of imported goods was greater 
than for exports, and this played a prominent part, in 
1941-42. 


It is perhai» natural that Dr Prasad's close look at 
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WINDOW ON THE WORLD 

The Changing European Kaleidoscope 


JOSSLEYN 


THE GERMAN DILEMMA 

LONDON: 

SINCE Ti{£ war, Wi-at Gennany's fureisn policy has had three 
main objectives. First, the rehabilitation ot the deXeated, divi¬ 
ded, and occupied state, and its acceotanco by her neighbours 
as an equal, sell-reliant and responsible memuer ot the family 
at nations. Secondly, to secure the delence oX its territory and 
integrity, not by an independent niilitary capacity, but as one 
oX u nuiiibei oX partners in a dcXcnsiie alliance. Thirdly, to 
iichicvc reuuitlcation with its Soviet-occupied eastern territory, 
which over the past two decades has evolved as a viable nation¬ 
state in its oivu right. 

The rebuilding ol devastated Germany and Its emergence 
economically os Europe's most prosperous and powerXul state 
carried with it Xrom the beginning the danger oX arous.ng the 
Jealousies and fears oX her neighbours. IX the recovery of eco¬ 
nomic power tiad been coupled with an independent military 
capabilUy, West Germany might have provoked hostile policies 
trom her former cne.iues to redress the balance ot power in 
Europe. Beunltication ol the two Germanics into one indepen¬ 
dent state would have been even more "unthinkable”, because 
tean ot Gennan hegemony in Europe would almost certainly 
have resulted in common action by both her eastern and western 
neighbours leading possibly to a physical reuccupation of the 
cuuntry. 

That Is why West German statesmen recognised at an 
early date thai the achievement of cou:ioinic recovery, inte¬ 
grated Europoiin deience, and reunification, would be possible 
only amidst a fusion oX the independent nation-states of Europe 
into some form of federation, in the first instance of Wes'icrn 
Europe, but nUaniutly of boui halves oi the continent. Ti.cy 
furthermore recognised that no supra-national community 
would be acceptable if West Germany dominated it. That is 
why, while West Germany remains ihe strongest prolago.iist of 
Eumpean unity, she has always left the initiatives to others. 

It is In the light of these factors that we must analyse the 
evolving situation in Europe and the real dilemma that faces 
West German jxiiicy today. 

Dtcisive Contribution 

The West German economic miracle was achieved without 
arousing the hostility of her neighbours largely because of the 
great iinaiiclal price she was willing to pay towards the con¬ 
struction of the European Economic Community. Her economic 
contribution to the Common Market has been decisive in its 
successful growth, and her five partner:! sec her industrial 
notentint not as a possHile Instrument of West German domina¬ 
tion of the Community, but as benefitting ait six mcmlers. 

Since the failure in 1954 of the French to ratify the treaty 
for a European Defence Community, West German security has 
depended on the North Atlantic Treaty Organisation, and parti¬ 
cularly on American and British troops in West Germany, In 
the face of conUnuiiig Soviet hostilitv, the protection of the 
American nuclear umbrella and of US and British troops have 
remained the basis of West Gennan defence policy. 

As 0 means towards the future rcunlficatlo:i of Germany, 
West Germany’s Foreign Minister, Herr Willi Brandt, has 
evolved a new eastern policy which seeks to re-establish, and 
to increase, economic and cultural co-operation with the coun- 


HENNESSY 

tries of eastern Europe, including the German Democratic Re¬ 
public, in the hope ttot this would lessen tensions sufficiently 
to permit the progressive drav/ing together of the two halves of 
Germany. 

General de Gaulle's hostility to the alleged Anglo-Saxon 
domination of Western Europe has led France to pursue an in¬ 
dependent policy, the success of which rests upon West German 
support, but General de Gaulle can only keep this support as 
long as he recognises West Germany's own interests and active¬ 
ly works to promote them. The first step in this policy was Uie 
negotiation ot the Franco-German Treaty of Friendship to cem- 
firm and cement the acceptance of west Ge.many by her former 
greatest enemy as an equal partner, and friend, with whom 
conflict would be "unthinkable”. In order that, at some future 
date. West Germany should agree to free herself from Ameri¬ 
can military protection, France had to develop a credible 
nuclear capability which she could ultimately place at the ser¬ 
vice of a Franco-German military alliance. To assist the ulti¬ 
mate reunification of Germany, General de Gaulle initiated an 
active, and at times spectacular, policy ol detente and friend¬ 
ship with West Germany's eastern neighbours in harmony with 
West Germany’s own eastern policy. 

Grave Setback 

French policy, however, suffered a grave setback in 1968. 
First, the unrest and the general strike in May and June led to 
a serious economic weakening ol France and to postponement 
of her nuclear and conventional rearmament Soviet occupa¬ 
tion ol Czechoslovakia both increased West Germany's sense of 
insccunly and set back for some considerable time the policy of 
detente pursued by both France and West Germany. Finally, 
the November monetary crisis and West German refusal to 
revalue the DM has raised new fears In France of West Ger¬ 
man economic predominance. It is rumoured that General de 
Gaulle has therefore ordered the objectives of fVericb foreign 
policy to be re-examined and re-assessed. 

For West Germany, however, the new situation presenta e 
real dilemma. For the sake of Franco-German friendship, 
Bonn has pursued a wavering course over the building of 
European unity. Over the questions of the British application 
to join the Common Market or the strengthening of the supra- 
niitionul elements of the European Community, West Germany 
has leXused to exert influence to counter French objections. 
Doubts exist as to whether France would liave recourse to a 
veto if West Germany were prepared to exert the full influence 
on General de Gaulle of which she is capable. 

Although the arguments for European technological and 
monetary union—so obvious to British and other outside obser¬ 
vers—have less force in a prosperous and financially strong 
West Germany, a common European foreign and defence policy 
is an essential step towards acMeving West Germany's idm of 
a politically united Europe. Thus, proposals for the cmstruc- 
tion of a European Folltical Community with genuine supra¬ 
national institutions, it necessary outside the framework of 
existing Community, would compel West Germany to consider 
e decisive shift from her present pollcy- 

Such a confrontation might occur during Harold Wilton'a 
forthcoming trip to Bonn in February. Despite the repeated 
pronouncements of British Ministers, doubts persist on the 
Continent as to whether Britain 'is ready for this momentous 
step to build a politically and eeonomleallv united Europe, 
not e GeuUist confederated “Europe des Fatries”, but a 
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gmuina Community with supra-national institutions deslgnerl 
tb culminate In a United States of Europe. Lord Gladwyii 
and other leaders of the UK Campaign for Europe assert that 
if Mr Wilson weft to declare an unequivocal British conwiit- 
mant to this aim, West Germany could no longer fall back on 
the pretext of French intranslgmce. H« own interests would 
inevitably dictate the choice of a politically united Europe, 
even at the risk of French displeasure. West Germany’s 
Common Market partners, excepting France, would, in the 
view of these British observers, follow with alBccity, and the 
impasse in European construction would at last come to an end, 
and they conclude that the key to this solution lies in Mr 
Wilson's hands—and that upon his courage and determination 
at this moment of time depends the fate of European union 

il 

REPERCUSSIONS OF 1HE MONETARY CRISIS 

Whether the recurring crisis in the monetary system is 
the cause or effect of the prevailing political malaise, the 
confidence of governmmts and governed has been shaken 
over a wide field. From any realistic point of view, the 

for an organised and united western Europe has made 
itself. 

The flow of rumour and counter-rumour as the Group 
of Ten struggled to resolve the conflict of national intere.^ts 
at their November emergency meeting in Bonn was hardly 
encouraging. France, in extremis, still did not concede deva¬ 
luation of the franc. A buoyant West Germany saw no 
reason to revalue the deutschmark. The danger of fresh 
speculation may have been damped down, but it was not 
removed, and, despite new squeezes and freezes, lx)th the .t 
end the franc remain under threat. 

The contrast between West Germany’s robust ivonomic 
health and an enfeebled France and struggling Britain was 
dramatised Into a highly-coloured picture of a politically 
ascendant Bonn holding all the cards with which to reverse 
the lead previously established bv Paris. This, of course, 
left out of account both Or Kicsinger’s caution and General 
de Gaulle’s capacity for finesse—let alone the vast array of 
external factors influcucing the present and future course of 
events,—but I agree with the XJK leaders of the Campaign 
for Europe that the balance within the Community is now 
more evenly distributed, and that the prospects of enlarging 
the area of European co-operalion. and even of Integratimi. 
have improved considerably, always proxrided the momentum 
is kept. 

Nttd for Stability 

It is not surprising that the need for 'economic stability 
and solidarity was the keynote of the speech by the Commis¬ 
sion’s chief flnanclal spokesman. Vice-President Raymond 
Barre. when he addressed the European Parliament on 
November 27. M. Barre neither blamed nor excused those 
responsible for the November crisis. In the EEC Commission’s 
view, revaluation of the mark would not have been a desirable 
step, and they described the French decision not to devalue 
the franc as an act of economic reason and of political wisdom. 
Not all the Six were prepared to go so far. though none 
denied that the decision was courageous. 

However, In reply to questions, M. Barre went on to sa.v 
that the French government could have avoided some diffi¬ 
culties M it had acted earlier to restrict credit—os the EEC 
Cmnmission had recommended in July. West Germany, for 
its part, could have adopted an expansionary policy at an 
earlier date. M. Barre did not disguise that co-ordination 
«f moit^ry policy in the Community was inadeo.uate, and 
it was signifhsnt that the Six subsequently agreed that from 
January 1. 1M9, there would be restrictions on the right of 
any member to introduce import quotas (as France did in 
M^> without approval of the Community as a whole. 

One of the mote striking phmomena of the French finan¬ 


cial crisis was the exchange of telegrams between President 
Johnson, expressing US support for the General's defence of 
the franc, and the General’s prompt and cordial response. 
This has reinforced evidence, slowly accumulating before the 
crisis, of a shift towards easier Franco-American relations 
reflected, on the French side, to a more co-operative attitude 
to NATO matters in particular, which Mr Nixon, on taking 
office, would naturally wish to encourage. 

A gesture of u different kind was the US aide-memoire 
presented to the West German government concemtog the 
Brandt proposals for trading arrangements between the EEC 
and other European countries, specifically Britain. These pro¬ 
posals, together with M. Debro’s later formula, are now under 
study with the Commission’s Permanent Representatives. The 
principal US objection was to the suggested tariff cuts of the 
order of .70 per cent spread over three to four years, which 
Washington considered would be contrary to Article 24 of 
GATT, because It would create exceptions to the “most- 
favoured nation" clause w’ithout any ctjmpensatlng political 
advantage; i.e., to the US view, these proposals fell short of 
the measures of Itoropean Integration which might have made 
them acceptable to Washington. 

The underlying theme of the aide-memoire was American 
interest in a strong Euroiie, and therefore a strong partner 
in the Atlantic alliance, a point for French attention no less 
than for the Community as a whole. The West German reply, 
delivered on November 29, made it plain that the Brandt 
proposals (Irrespective of those of M. Debre) did have Inte¬ 
gration as their ultimate aim, since they were intended not 
as an alternative to Britain’s entry Into the Community but 
to facilitate Britain’s full membership. 

ill 

BRITAIN, 1HE FIVE -AND FRANCE 

The signs are that Britain and the Five are quietly 
working to follow up the idea set out in the Harmel plan 
(see this column November 27, 1I188, lor details), while conti¬ 
nuing to keep the options open for Fronce to co-operate 
within the West European Union framework. The next real 
opportunity for the Foreign Ministers to take further their 
discu.ssions begun in Rome and in Brussels is expected to be 
at the WEU Council meeting in Luxemliourg in February, 
when the experts are to present a draft report on various 
possibilities to the .spheres of foreign policy and defence. 

Presumably, the question whether to proceed to form a 
new institution, and at what pace, will come at least under 
preliminary review, since this was ut the core of the resolution 
adopted by the Congress of Europe ot The Hague. It would, 
in any case, be on the agenda of the projected European 
summit conference (not confined to Britain and the Five but 
embracing ail interested heads of state), which the Nether¬ 
lands has undertaken to organise. 

No doubt some wilt argue that discussions and decisions 
of this nature should await a better economic climate, but 
one way to bring unity about is to rekindle a sense ot unity 
and purpose. Certainly the ground must be well-prepared, 
but not at the risk of indefinite postponement—a snare that 
has been laid too often. 

In the meanwhile, o compromise reached between France 
and the Netherlands seems to have overcome one Impediment 
to prospective British participation in the technological work 
ot the Community. They agreed on December 10 to resume 
the meetlnga of the Marechal Committee (the Community’s 
own working group) so as to submit its long-delayed report 
by March 1; thereafter the Council of Ministers, having 
considered the report, would invite interested countries to 
confer on future technological co-operation In Europe. The 
basis of this compromise was Dutch withdrawal of their veto 
Imposed last February when France refused to associate her 
candidate countries with the technological research of the Six. 
France, for her part, has now conceded ttat co-oporatloi* 
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should be extended beyond the ccmflnes of tho EEC—to all 
interested countries, not the candidates aloiia 

This was also the formula of the Debea proposals for 
reoiprocfil commercial arrangements and a possible European 
patents system, which would enable France to combine the 
role of champion of European co-operation while keeping 
membership of the Community a clu^ shop. How far this 
will impress the Five and other countries is another mattK. 
It is nonetheless good that an unprofitable stalemate on the 
issue of technological research should have ended. 

Judging by reports of M. Debre's replies to questions put 


by Vest German correspondents In- a televised press interview 
In Berlin, France temaina uninterested in any propeoals which 
would actively facilitate Britain’s antiy into the Community. 
Does this stUl leave for a modification of*the Brandt pro* 
posals, or is the prospect of commercial links to wither awayT 
We must hope that 1969 will at any rate end the present state 
of “masterly Inactivity'’. 

Note: Diplomats, politicians, and others, anxious to 
keep themselves closely informed on the UK’s poUcies towards 
Europe, should contact the influential Campaign lor Europe, 
Chandos House. Buckingham Gate, London. S.W.I. 


A Nation on the March 


HEKE ABE n few excerpts from the Economic Report of the 
President, transmitted to the US Congress by President Johnson 
on Thdrsday, January 16: 

1 regard achievement of the full potential of our resour* 
ces—physical, human, and otherwise—to be the highest purpose 
of governmental policies next to the protection of those rights 
we regard as Inalienable. I cited this as my philosophy in 
my First Economic Report In January 1964. 1 reaffirm it 

today. 

in the past five years, this nation has made great strides 
toward realizing the full potential of our resources. Through 
fuller use and steady growth of our productive potential, 
our real output has risen nearly 30 per cent. Most Important 
of all are our human resources. Today the vast majority of 
our workers enjoy productive and rewarding employment 
opportunities. For those who lack skltls, we have made 
pioneering efforts in training. We. have improved education 
for the young to enhance their productivity and their wisdom 
as citizens of a great democracy. 

Our capital resources—plant and equipmmit—are being 
used Intensively and have been continually expanded and 
modernized by a confident business community. This has all 
been accomplished in an environment that preserved—indeed, 
enlarged—tte traditional freedom of our economic system. In 
today's prosperous economy, our people have more freedom 
of choice—among jobs, consumer goods and services, types 
of Investments, places to live, and ways to enjoy leisure. 

Growth of Employment 

I look upon the steady and strong growth of employment 
and production as our greatest economic success. In recent 
years, prosperity has become the normal state of the American 
economy. But it must not be taken for granted. It must 
be protected and extended. 

—By adopting sound and prudent policies for this year and 

—^By improving procedures lor fiscal and monetary policy¬ 
making to meet our needs lor the long run. 

We must find a way of combining our prosperity with 
price stability. Reconciling these two objectives Is the biggest 
remaining overall economic challenge facing the nation. We 
must more fully secure the foundations of the world monetary 
system and of our own balance of payments. The international 
monetary system has undergone important evolutionary 
improvements, but we must seek more effective ways of 
coping with the stresses that can still develop. We must 
fulfill our many unmet public needs such as good education, 
efficient transportation, dean air and pure water. Quality 
ns welt as quantity is the key to a better life. 

We must share more equitably the fruits of prosperity 
among all our citizens. A nation os prosperous aa ours can 
afford to open the doors of opportu^ty to alL Indeed, it 
cannot afford to leave any citizen in poverty. 

The nation is now in its Kith month of continuous eeo-. 


Domic advance. Both in strength and length, this prosperity 
is without parallel in our history. We have steered dear of 
Uie business-cyde recessions which tor generations derailed 
us repeatedly from the path of growth and progress. 

This record demonstrates the vitality of a free economy 
and its capacity for steady growth. No l<mger do we view 
our economic life as a relentless tide of ups and downs. No 
longer do we fear that automation and technical progress 
will rob workers of jobs rather than help us to achieve greater 
abundance. No longer do we consider poverty and unemph^- 
ment permanent landmarks oh oiir economic scene. Our 
progress did not just happen. It was created by American 
labour and business in effective partnership with the govern¬ 
ment. 

New Strategy 

Ever since the historic passage of the Employment Act 
in 1946, economic polldes have responded to the fire alarm 
of recession and boom. In the i960s, we have adopted a 
new strategy aimed at fire prevention—sustaining prosperity 
and heading off recession or serious inflation before they 
could take hold. In 1966 and 1967, restrictive monetary and 
fiscal policies offset the strains of added defence spending. 
The adj\i8tment was far from Ideal, however, because of the 
delay in increasing taxes to pay the bills for the defence 
build-up and for continuing urgent civilian programmes. In 
1968, our nation’s finances were finally adjusted to the need.« 
of a defence emergency. 

Aided by these poUcies in the past five years, the nation’s 
total output of goods and services—our Gross National Pro¬ 
duct—has Increased by more than $190 billion ($190,000 
million), after correcting for price changes. This is as large 
as the gain of the previous eleven years. The prosperity of 
the lost five years has been accompaided by benefits that 
extend Into every corner of our national life: 

—More than 8,5 million additional workers found jobs, 

—Overall unemployment declined from 5.7 per cent »f 
our labour force to 3.3 per cent, 

—Unemployment of non-wfaite adult males dropped parH- 
cularly dramatically, from 9.7 per cent to 3.4 per c«it, 

—The number of persons In poverty declined by about 
12.5 million-progress greater than in the entire praeediiM 
13 years, 

—The average Income of Americans (after taxes and afttt 
correction for price rises) increased by 535 doUare—more than 
one-fifth and again more than in the previous 13 years 
combined, 

—Corporate profits rose by about SO per cent, 

—Wages and salaries also went up by SO per cent. 

—Net income per farm advanced 35 per wint, 

—The net flaaneialaaaeta of American tamlUes increased by 
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$460 bitlion ($460,000 oilllion)--more Uwn 50 per cenVuid, 

Federul revenues grew by $70 billion ($70,000 million), 
helping to iinopre key soeiBl advances. 

Meanwhile, a solid foundation has been built (or continued 
growth ill the years ahead 

—Through investment in plant and equipment. In the 
last five years, the stock of capital equipment has grown by 
nearly a third. Only live per cent of manufacturing cor¬ 
porations report that their capacity is in excess of currently 
foreseen needs. 

—^Through Investment in manpower. Mure than a million 
Americans haVb acquired skills in special training institutions 
or on the job as a result of new Federal efforts. 

--Through Investment in education. College enrollment 
has risen by 2.25 million since 1063. Expenditures on all 
public education have increased at an average of ten per cent 
a year; Federal grants have almost quadrupled. 

—Through im’estrnent in our neighbourhoods. Our urban 
centres are beginning to be restored as decent places to live 
and initial steps have been taken to help ensure constructinn 
of 26 million new rehabilitated housing units by 1878. 

Our economy had an exceptionnlly big year in 1968. 

—Our Gross NaClonal Product Increased by $71 billion 
($71,000 mUlion) to $661 billion ($861,000 million). Adjusted 
for price increases, the gain was five per cent. 

—^Payroll emploj-ment rose by more than two million 
persons. 

—^Unemployment fell by 180,000. 

—The after-tax real Income of the average person in¬ 
creased by three per crait. 

—An estimated four mUlion Americans escaped from 
poverty, the largest exodus ever recorded in a single year. 

—Our baiance-of-payments results were the best in 11 
years. 

In some ways, 1068 was too big a year. Even our amaz¬ 
ingly productive economy could not meet aU the demands 
placed upon it. Nearly half of the extra dollars spent in 
our markets added to prices rather than to production. The 
price-wage spiral turned rapidly. 

—Consumer prices rose by four per cent and wholesale 
prices by 2.5 per cent. 

—Both union and non-union wages increased ab i seven 
per cent-^sponding to higher costs of living e;. i causing 
higher costs of production. 

—Some of the extra demands for goods were met out of 
foreign production, and Imports soared 22 per cent 

Ultimate passage of the Revenue and Expenditure Control 
Act of 1068 at mid-year brought a much needed swing to 

fbcal restraint.But jtut as inappropriate fiscal stimulus 

took a while to cause obvious problems, so needed fiscal 
restrahit is taking time to work its full beneficial effects on 
the economy. By the time the surcharge was enacted, the 
forces of boom and inflation had developed great momentum. 
Our economy continued to advance too rapidly throughout 
1868—but growth did slow from a hectic 63 per cent rate 
early in foe year to about four per cent at year-end. The 
budget is now in harmony with the needs of the economy, 
and its welcome effects an> gradually emerging. 

The ch a l le n ge to fiscal and mcmetary policies this year 
la difficult indeed. Enough restraint must be provtdad to 


permit a cooling off of the economy and a waning of Infla¬ 
tionary forces. But the restraint must also be tempered to 
ensure continued economic growth. We must adopt a carefully 
balanced programme that curbs inflation and preserves 
prosperity. 

My final budget is designed to meet this demanding 
assignment. It is a tight and prudent programme for fiscal 
1970. The budget calls for the extension of the Income-tax 
surcharge at its current rate of 10 per cent for <me year 
from July 1, 1968, to June 30, 1970. My economic and financial 
advisers unanimously agree that this fiscal restraint is essen¬ 
tial to safeguard the purchasing power of the dollar and Its 
strength throughout the world. Indeed, foe need for continued 
fiscal restraint is agreed upon by ail informed opinion in both 
of our political parties. 

Gross National Product 

With this budget and appropriate monetary policy, our 
Gross National Product for 1969 should rise by about $60 
billion ($60,000 million). 

—Increased expenditures on new plant and equipmont 
will help expand and modernize our productive capadty. 

—State and local governments will continue to Increase 
their spending rapidly to meet public neeiis. But Federal 
purchases will rise little. 

—Consumer spending and homebulUiing activity should 
advance less than last year. 

—The over-all gains will not and should not be aa large 
«s those in 1966, but they will still make for a highly pros¬ 
perous year. 

—For the fourth stroight year, unemployment should be 
less than four per cent of foe labour force. 

Because fiscal po.icy is soundly plaimed, monetary policy 
should not be overburdened. It will need to support firmly 
the objective of moderating economic expansion. But home- 
building and other credit-sensitive areas need not be subjected 
to the sharp and uneven pressures of a credit squeeze. Mone¬ 
tary policy should be flexible and prepared to lessen restraint 
as the economy cools off. 

As pressures of demand moderate, our trade performance 
in world markets should improve. We should also see a 
xradually improving trend in prices and costs, although foe 
wage-price spiral will continue to be troublesome. 

The immediate task in 1969 is to make a decisive step 
toward price stability. This will be only the be ginnin g of 
the journey. We cannot hope to reach in a single year foe 
goal that has eluded every Industrial country for generafiona 
—that of combining high employment with stable prices. 

There is no simple nor single formula for success. But 
this combination can and must be achieved—by the United 
States and within the next several years. Now that w« have 
learned to sustain prosperity, we can surely not allow infla¬ 
tion to erode or erase that victory. 

We stand at a critical turning point for national policy. 
We enn meet the challenge, or we can try to evade it. Price 
stability could be restored unwisely by an overdose of fiscal 
and monetary restraint. This has been done before, and It 
would work again. But such a courM would mean stumbling 
Into rwession and alack, losing precious billions of dollars of 
output, suffering rising unempkiym«it, with growing dlafoen 
and unrest. It will be a prescription for social disaster 
as well as for unconscionable waste. 

Or we could conceivably travel foe route to mandatory 
controls on prices and wages. But the vital guiding merhantm 
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of a free economy is lost when the goveinment^es prices 
and wages. We did not impose such regulating on our 
businessmen and our Workers must not turn doeht this path 
—a dead end for economic freedom and progreis. Or we 
couid throw up our hands and ailow the price^age spiral 
to turn faster and faster. This counsel of despair would 
eventually undermine our prosperity and our financial system 
—wrecking the strong international position of the dollar and 
Imposing unjust burdens on millions of our citizens. 

Price stability in a prosperous economy must be pursued 
by a coK>rdinated programme involving a wide range of 
actions. The fiscal and monetary programme I outline, earlier 
is our first line of defence against inflation. The nation has 
suraiy learned that inflaUon will emerge unless rMponsible 
budget and credit policies keep demand within the bounds of 
the economy's productive capacity. Even then, adyancn in 
prices and wages at high employment can prove troublesome. 
No free economy can escape these tendencies entirely. But 
it can keep them from developing when unemployment is too 
high, and it can moderate the pressures that do emerge. To 
do so effectively requires reinforcing other important mea¬ 
sures to reinforce fiscal and monetary policies. 

First, although the productive efficiency of our industries 
and of our workers is already the envy of the world, we must 
keep striving for further improvements. Second, both in their 
own Interest and in the public interest business and labour 
should exercise the utmost restraint in price and wage deci¬ 
sions. It is understandable that, with living costs rising 
sharply, labour cannot now accept wage agreements limited 
to the rise in productivity. It is also understandable that, with 
production costs Increasing, business cannot now hold prices 
entirely Stable. But the process of deceleration must take 
hold for both prices and wages. 

Despite some encouraging signs of progress toward peace, 
hostilities in Vietnam continue. In planning our budget, we 
roiist assume continuation of the war. But we must also be 
ready to adjust to peace whenever that welcome day arrives. 
Ikirly In 1987. to ensure our readiness for peace, 1 established 
the Cabinet Co-ordinating Committee on Economic Planning 
for the end of Vietnam hostilities. 

Thk Demanding Task 

The report of that committee emphasizes the demanding 
task that will confront fiscal and monetary policies once a 
secure peace permits demobilization. The resources freed 
from war must not—and need not—be squandered in Idleness. 
Rather, ttils manpower and material should be promptly en¬ 
listed in the service of peaceful progress. In addition to its 
Immeasurable human bmefits, peace will provide an economic 
dividend to the nation and to the Federal budget. But that 
dividend is dwarfed by the urgent needs of our society. The 
nation will have to weigh the priorities among attractive pro¬ 
grammes carefully and wisely to take full advantage of this 
dividend. High on the list of priorities is the commitment to 
provide equal and fuU economic opportunities for all our 
citizens. 

Our international accounts were In balance in 1988—for 
the first time since 1997. Much of the improvement came 
from the programme I announced In an atmosphere of world 
financial crisis a year ago. The contrast today is striking and 
gratifying. 

The excellent results of last year were aided by temporary 
factors. Hence, we cannot relax our efforts to achieve 
fundamental improvement—especially in our disappointing 
trade perfomance. To strengthen our trade surplus and 
achieve a healthy balance of payments, we must 

—Restore price stability at home, 

—^Encourage our farms and factories to become ever move 
competitive in quality and price so that they can export more, 


—Intensify efforts to secure the removal of barriers to 
freer trade, 

—Bring more foreign tourists to our sh^es to enjoy 
America with us, and 

—Minimize the foreign exchange cost of our military 
commitments and economic aid overseas. 

Our tempwary programmes to restrain capital outflows 
worked well in 1988. American businesses showed ronark- 
abla ingenuity and co-operation in pursuing their actlvltias 
abroad while drastically cutting the drain on the nation's 
balance of payments. These programmes clearly aided In 
preserving the strength of the dollar. 

« 

Capital restraints should never become permanent fea¬ 
tures of our economy. They should be ended as soon as possi¬ 
ble. But the war continues and the movemrot toward non- 
inflatlonBry prosperity has Just begun. We cannot now scrap 
our defences against large capital outflows. For the present, 
we must 

—Renew the interest equalization tax before it expires 
on July 31, 

—^Maintain the direct Investment control programme in 
the more flexible form recently annouiiced, and 

—Continue the Federal Research Programme of voluntary 
restraint of foreign lending. 

To maintain our gains, ever closer international co-opera¬ 
tion Is needed among the highly interdependent nations of 
the world. Countries in deficit must meet their responsibili¬ 
ties, And countries in surplus must also pursue appropriate 
policies—striving especially for rapid economic expansion and 
giving world traders greater access to their markets. 

Intcrnktionai Monttary System 

The international monetary system was strengthened in 
1968. An historic international agreement was reached, 
creating in the International Monetary Fund a new reserve 
asset—the Special Drawing Right. We spent three years 
studying, exploring and negotiating with our commercial part¬ 
ners In order to reach this agreement. I eagerly await the 
day that actual distribution of SDR’s will begin. They can 
meet the future needs of the world for international liquidity- 
in the proper amounts and in a usable form. I am proud that 
the United States acted so promptly to ratify this agree¬ 
ment with such overwhelming bipartisan support in the 
Congres.s. 

Some did not believe that such an agreement was possi¬ 
ble, arguing that a rise in the official price of gold was the 
only way to increase international reserves. We and our 
trading partners rejected this futile course; It would have 
offered a ransom payment to speculators and would have fail¬ 
ed to provide for the orderly growth of reserves. I have 
carried out my pledge that the United States would sell gold 
to official holders of dollars at 35 dollars an ounce. There is 
clearly no need to change that price. 

Myths about gold die slowly. But progress can be made 
—as we have demonstrated. In 1968, toe Congress ended the 
obsolete gold-backing requirement (or our currency. 

Another major step in freeing the international monetary 
system from disturbances by gold speculators was taken In 
March, when toe United States and toe other active gold pool 
countries agreed to cease supplying gold to the private market. 
The resulting two-price systnn for gold is working success¬ 
fully. The international ecutomy has made major stridea in 
the past. But we must recognize the proUenu that remain. 
The financial crises of 1968 stimtdated^ constructive discussion 
of many proposals for further evoluttvmary Improvements In 
the intemaitional economic system. 

These iwoposals are not an agenda for action in a week 



January 24,1969 


EASTERN ECONOMIST 


149 


or a moBth or evon a year, Tiie iaiuai powd eaniwt be re- 
nlved in a aummlt meeting or by a euperplaa. But they can 
be tackled effectively with the same kind of careful atudy 
and negotiation But led to the aucceaiful SDR plan. The 
United States should actively participate in such a procedure 
in order to strengthen the foundation of the world economy. 

World trade has continued to expand briskly—^virtually 
unaffected by the sporadic crises in financial markets. Tariff 
barriers that once stifled internatioiul commerce have been 
substantially lowered—most notably by the Kennedy Round 
reductions which began in ly68 and will continue until 1973. 
We must reinforce this success by devoting equal energy to 
the removal of non-tariff barriers. 

While We work to reduce trade barriers, we must not 
drop oiu- guard against the advocates of protectionism at home 
and abroad. We will never neglect this legitimate concerns 
of any citizen. But the only real solutions are ones that im¬ 
prove our economy—not ones that erect new barriers that 
could provoke rctatiation, or insulate producers from the in¬ 
vigorating force of world competition. To provide the right 
kind of aid to those seriousy hurt by import competition, pre¬ 
sent provisions for temporary adjustment assistance must be 
liberalized, as I have repeatedly recommended. 

Important economic progress is being made in the world's 
less developed countries. The beginnings of spectacular ad¬ 
vances in world agriculture are now clearly evident. Family 
planning is gaining widespread support. The United States 
ran and shouid help to promote further progress in world 
agriculture and family planning, .ind the achievement of 

Indo-Bulgarian 

DIMITER 

DISTANCK HAS proved to be no obstacle in the promotion 
of economic relations between Bulgaria and India. The first 
Trade Agreement was signed on April 16,1956. it was followed 
by a Trade and Payments Agreement on March 29, 1958, and 
fay a number of new long-term trade and payments agreements. 
The two governments signed a trade and payments agreement 
in Sofia on October 18, 1068, for the period 1960-73. As in 
the past, payments will be made in inconvertible rupees. Two 
cummodity lists are annexed to the 1969 agreement for a lotai 
of 190 million rupees each way. 

Bulgaria exports to India principally carbamide, sodium 
nitrate, sodium nitrite, telracyclin, analgin, chemicals, drugs 
and medical preparations, synthetic yams, cranes, various types 
of steel and sted sheet, machinery and industriol installations, 
television and wireless sets. Indian supplies to Bulgaria 
include jute products, tea. coffee, spices, peanut cake, coconut 
fibre, skins, hides, shoes, steel and rolled metals, dump trucks 
and bus chassis. 

' On May 2, 1967. Bulgaria and India signed at New Delhi 
an £k:onomic and Technical Co-operation Agreement according 
to which Bulgaria is to give India long-term credits lor the 
purchase of equipment for new industrial projects. Bulgarian 
specialists of the food industry have made market surveys 
In India in search of new sources of raw materials, storage 
facilities, plants and factories so that India might be helied 
in building modem plants and factories for essential oils, 
tomato paste, tomato juice, fruit and vegetable canneries, etc. 
The Bulgarian foreign trade enterprises ‘Technoexport’ and 
'Agromachlnalmpex' are negotiating collaboration agreements 
for the productido of tractors BOLGAR T1/-30-A and TK-224-I) 
and certain other agricultural machines. Negotiationa are 
under way for the production in India of the Bulgarian SOcc 
moped ‘Itelkan'. 


mors rapid acoBomic growth in the Itas daveloped countries. 
Only if funds for loraign aid programmaa are reatored to an 
adequate level can we do our part. 

The United Stataa has long supported multilateral asaist- 
ance as an equitable and efficient means of channeling aid 
from wealthy to poorer nations. We must reaffirm this sup¬ 
port by promptly authorizing the US contributions to the re¬ 
plenishment (d the Intemaiional Development Association and 
to the special funds of the Asian Development Bank, 

The American economy has been steadily on the march 
in the IB60s. It has shattered oU records for progress toward 
the Employment Act’s goals of “maximum employment, pro¬ 
duction, and purchasing power*’. It has bestowed great bias¬ 
ings of abundance on the vast majority of Americans in all 
walks of life. 

As the average American's standard of living soared, we 
could afford to focus on new challenges. Facing these issues 
squarely has in Itself been a great accomplishmoit. We have 
marshalled our determination to provide a good job, a decent 
standard of living, quality education, and a pleasing environ' 
ment for everyone. We have begun to make progress toward 
these new aspirations. But we have only begun. And because 
we have so tar to go, many of us ore 'impatient. This feeling 
is in the great American tradition. High aspirations and im¬ 
patience have constantly spurred us to greater achievements. 
And titey will ag,^ln. Our ectmomy will not rest on the 
laurels of the 1960s. We will not relax to eoimt or consolidate 
our gains. We will not retreat from the unprecedented pros¬ 
perity we have achieved. This nation will remain on the 
march. 

Trade Relations 

SHOPOV 

Under the proposed scheme, Bulgaria will supply India 
with eight plonts for dry fruits and vegetables, two vegetable 
and fruit canneries, a plant for sulphuric acid using pyrite 
ns basic raw material, a factory for gammaglobulin and albu¬ 
min, B factory for starch and glucose, a ptent for sterilizing 
pea preserves, and an installation for tomato paste and tomato 
juice. Representatives of the two countries are discussing 
the supply of four other plants for dry fruits and vegetables, 
four cannery instailations, two starch factories, four slants 
for essential oils, three winery installations, a pectin factory, 
a flotation plant and complete installations for other branches 
of production. 

Bulgaria has provided to India advisers on fruit-growing, 
viticulture, market-gardening and sheep forming. Co-opera¬ 
tion in this field can be usefully extended. 

The Bulgarian Industrial Exhibition which was held at 
New Delhi in November, 1967, gave a wide circle of Indian 
speciallsto. representatives of scientific institutes, business 
executives and the public at large an idea of Bulgaria’s export 
potentiol in the field of mechanieal and electrical engineering, 
instrument building, chemicals and pharmaceuticals, «gM 
industry and cultural development programmes. 

In February and March of 196H Bulgarian foreign trade 
enterprises took part in the Madras International Fair. Their 
displays included machinery and industrial equipment, chemi¬ 
cals, drugs and original Bulgarian patent medictnea, instru¬ 
ments and products of radio and electronic engineering. Practical 
demonstrations were given of the operational capacities of the 
Bulgarian tractors BOIXIAR TL-30-A and TK-224-D, of various 
agricultural machines, metal-cutting machines and comidete 
units with progranune control, gear cutters, flat grinders, 
textile frames and looms, insUllations for the food and light 
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industries, wireless and television sets, tranitotorized units 
and products ot the Bulgsrihta electronic industry. 

The Prime Minister of India, Mrs Indira Qandhl, visited 
Bulgariu in October 19S7. Her visit and the talks with the 
Indian Minister tor Industrial Development Mr Fakbruddin 
All Ahmed and his colleagues did much for the promotion 
of closer co-operation between India and Bulgaria. Several 
Bulgarian delegations have visited India, exploring new oppor¬ 
tunities for the expansion of trade. 

The trade between the two countries has grown appreciably, 
and in 16B6 the volume of trade turnover was nearly 10 times 
the 1960 level. There have been numerous visits of economic 
delegations and representatives of business circles to each 
other’s country bringing the two countries closer In the sphere 
of economic collaboration. It is heartening to note that along 
with the economic progress of the two countries, the pattern 
of trade' between them is undergoing considerable change. 
Bulgaria is increasingly importing industrial and manufactured 
goods from India. At the 1866 Plovdiv Fair an order for 500 
dumper trucks valued at about Rs 2 crores was placed with 
the Tatat. 


A landmark in the ever growing friendly rdation between 
the two countriea was the visit of Prime Minister Indln 
Gandhi to Bulgaria in 1867. It was indeed a great occasion^ 
ae rite was the-first Prime Minister of India to visit Bnlgaria. 
The love and respect for the Indian people was amply displayed 
by the Bulgarian people who offered the visiting Prime 
Minister of India a tumultuous welcome. During her brief 
stay the Indian Prime Minister had talks with the Prime 
Minister of Bulgaria, Todor Zhivkov, and other Atinisters and 
high officials. The joint communique issued at the end ot 
the visit stressed the friendship between the two countries and 
reiterated the common viewpoints on a number of important 
international problems including Vietnam and West Asia. 

Not only have tlte two countries come closer in the 
economic field but In the field of culture as well they have 
come nearer to each other. Bulgarian publishing houses 
regularly publish works of important Indian authors. The 
famous book ‘Discovery of Indio’ by Jawaharlal Nehru went 
into several editions. The name of the great Indian poet and 
philosopher, Rabindranath Tagore, is popular with the 
Bulgarian readers. 


New System of Management in Bulgaria 

DOBRI BRADISTILOV 


SINCE THE beginning ol 19611, the entire economic life 
ot Bulgaria was organized according to the principles and 
mechanisms of the new system of management of the country’s 
economy. The experimental phase of this system, which was 
carried out during a period of four years, produced the anti- 
clpated results. The gradual implantalioi of the new forms 
of organization in all sectors of production permitted the 
erection of a unified system, both in respect to theory and 
the methods of organization and management. 

During the last few years the development of the country’s 
economy was directed to a strictly defined goaL The utilization 
mainly of the intensive factors was dictated by the technical 
and scientific revolution which is under way all over the 
world, as well as the expansion of the all-round collaboration 
of Bi^arla with the other socialist countries, the developing 
countries and the Industrially advanced countries of the world. 
This was made possible due to the successes achieved by 
Bulgaria, both in industry and agriculture. 

Regimentation Discarded 

The dynamic and ropid devciopment of the counto'’s 
economy presupposed the erection of such a system of manage¬ 
ment. which should correspond to the Wei and standard of 
that development. Tlie excessively centralized regimentation 
and rigid planning of tlie activities of the various manufacturing 
units went against the requirements of contemporary 
economic science and the official economic policy of the 
Bulgorian government. The increased experience of workers 
and managers, and the clearly expressed tendencies of deve¬ 
lopment of socialist democracy, required new forms and 
methods of organizatlou and managentent of national economy. 

The new system lakes advantage of and develops further 
all positive sides of the planned management of on economy. 
The new system takes into account the achievements ol 
technical progress and creates the necessary economic condi¬ 
tions for their implantation in all fields ot national economy. 

The national economic plan has now become a complex 
programme for social, economic, and cultural development of 
socialist society. The number of the ccntrally-jdanned indices 
has sharply decreased. Imperative Indices in the new system 
remain. Only such indices are binding which are responsible 
for the main sectors of the national economy. The realization 
of the plan Is determined not only by the binding force of 
these indices, received centrally, but by its material and 
financial provisions also. The reserves, which are envlaaged 


to be accumulated in the country's national economy, will 
continuously assure and guarantee the vartous enterprises with 
the necessary raw materials. 

In future all the basic funds of the different enterprises 
will be derived from their own earnings, from bank creilits, 
and only by way ol an exception, ironi the state budget. Only 
large industrial enterprises, whirti have a determined and 
exjdicit importance lor national economy, will be erected 
through allocations from the state budget. The enterprlsei 
now acquire the right to determine their own plans in a Irome 
set by tne cmtral stale planning organizations. This creates 
the possibility and tlie obligation on the part of an enterprise 
to harmonize the interests of its workers and employees with 
tne interests o( society. At the some time, it is the obligation 
at the management to make the enterprise profitable, which 
is of course the basic index of the activity of all production 
and commercial enterprises. The volume of the wage fund 
of each enterprise is determined by the quantitative indices 
and the appraisal which the consumers give to the respective 
products which are put on sale in the markets. The wages 
arc determined by the quantity and quality of labour in 
accordance with the realization of all problems assigned to 
each enterprise as a whole. At present, more than ever before, 
all producers are to take into consideration the requirements 
of the markets. This imposes on them the obligation to 
implant the latest achievements of technical progress, to 
improve productivity, to improve the quality of the products, 
and above all to create the proper conditions for raising the 
productivity of labour. lit this manner, the new system of 
management of the national economy co-ordinates the planning 
principle with the mechanisms of the market. 

In 1966 nearly 60 per cent of the Bulgarian industrial 
oiterprises had adopted the new system of economic planning 
and management. The results were more than encouraging. 
The enterprises concerned increased the volume of production 
and Improved the quality ot the goods produced. This meant 
an increase in labour productivity and a higher rate of profit. 
The workers and em^oyees received Increased pay through 
larger bonuses. Many of the enterprises were able to start 
their own funds from accumulations resulting Iron the profit¬ 
able marketing of their products. Generally speaking the 
profits of enterprises using the' new system of econamic 
planning and management have been much higher then tboie 
of enterprises still carrying on under the old eyston. 
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THE PRIME Minister Is undoubtedly the best electioneer that 
the Congress party has got—and perhaps the country. This 
it Quite simply because she can attract larger crowds across 
the land more frequently than any other politician on the 
scene. This situation, naturally, has a certain predictable 
ptychological impact on her Once she begins to smell an 
election campaign in the air, Mrs Gandhi’s ego gets autoraoti- 
rally inflated to several times its normal sl*e. She becomes 
assertive in her arguments even to the point of becoming un¬ 
necessarily aggressive. Curiously enough this seems to help 
her by creating an impression in the public mind that the 
Prime Minister has gained in self-confidence. Quite possibly 
Uiis explains why so many people are now saying that Mrs 
Gandhi seems to have become a new person lately. 

With four states scheduled to go through a mid-term poll 
next month, electioneering is in full swing again in a fairly 
big way. Mrs Gandhi, naturally, wants to be at the centre 
of the Congress campaign in these states and is busy travelling 
and addressing meetings. In doing this she is very much in 
her element. The magic of mass appeal, of which I spoke 
earlier, is at work on her. We may, therefore, expect to hear 
from her, between now and the polling, quite a few “obiter 
dicta” on most matters under the sun. 

• • 

1 am glad that Mr C. C. Desal has taken up the challenge 
implicit in the Prime Minister’s contention that she is no 
prisoner of indecision. Mr Desal has quoted chapter and verse 
to show that the Prime Minister has been avoiding taking deri¬ 
sions which, in the ultimate analysis, fall squarely within her 
area of responsibility. In economic as well as political affairs, 
the Prime Minister has become a practitioner, reluctant or 
otherwise, of the far-from-fine art of “parkalam”. 

In this connection, I am tempted to refer to the curious 
affair of Mr J. R, D, Tata’s reported remarks at a recent meet¬ 
ing of the Central Advisory Council of Industries. According 
to accounts in the newspapers, Mr Tata commented with biting 
sarcasm on the vacillations and delays attendant on govern¬ 
ment consideration of industrial projects. Mrs Gandhi was 
taken up on this by journalists who had gone to Palam airport 
to see her off to London to attend the Commonwealth Prime 
Ministers* Confermce. She was reported to have replied that 
Mr Tata bad told her that he did not make the critical obser¬ 
vations attributed to him. 

It is not often that businessmen find it necessary to accuse 
the press of incorrectly reporting them, although it ia well 
known that potiticlans frequently enter a plea of this kind. 
Perhaps, with so many ministers fancying themselves as entre¬ 
preneurs, industrialists sometimes find it convenient to play 
at being politicians. May I add that even If Mr Tata did not 
say what the press said he did, what he was supposed to have 
said so clearly needed saying that he ought to have said it? 

For the benefit of such of my readers as may be wondering 
what 1 am talking about, I reproduce the following news item 
dated January 3 from the 'Times of India* of January 4; 

“Mr JT. R. D. Tata today pleaded with the Government to 
'return to those days of innocence* when decisions on vital 
.quastions were taken in a month or sa 

“Mr Tata, who was apeaklng at the Central Advisory 


Council of Industries, recalled that the Government made up 
its mind within a month in 1947 on setting un Air-lndia 
International. 

“When at his meeting with a Union Cabinet Minister yes¬ 
terday, Mr Tata cited this os an example of quick decision, the 
Minister remarked: ‘We did not know much about these 
things then. Now we have become wiser with experience.* 

“'Let us return to those day.s of innocence’, the eminent 
industrialist said amidst laughter from other members of the 
coundi.” 

One of the sins of omission which Mr C. C. Desal cited in 
support of the charge of Indecision .he had levelled against 
Mrs Gandhi was that she had been delaying unduly the 
appointment of ministers of cabinet rank in the vacancies caused 
by the resignations, at various times, of Mr M. C. Cbagla in the 
Ministry of External Affairs, Mr Asoka Mehta in the Ministry 
of Petroluem and Chemicals and Dr Chenna Reddy in the 
Ministry of Steel, Mines and Metals. 

I agree that it does not speak well at all of the Prime 
Minister that she should allow such important responsibiUtica 
to be inadequately looked after. 1 am aware, of course, that, 
so far as External Affairs are concerned, she has appointed 
herself as her own Foreign Minister, but this is an arrange¬ 
ment which is clearly straining her powers of governmental 
leadership which are by no means unlimited. As for the other 
ministries, the present arrangement is obviously unfair to the 
ministers of state who have been left thrashing about helplesaly 
in uncertain waters. 

Apart from filling up ministerial vacancies which ought to 
have been taken care of promptly, Mrs Gandhi has been out¬ 
rageously remiss in dealing appropriately with ministers who 
are otivious misfits in their present portfolios. The case of 
Mr Fakhruddin All Ahmed leaps to the eye—and there may 
be others. The continuance of the present Minister for Indus¬ 
trial Development in a job the challenges of which he dare 
not face and the obligations of which he does not even (»re to 
comprehend underlies the Prime Minister’s casual dlaregard 
of the much-publicised commitment of her government to pro¬ 
mote industrial expansion. 


In view of the fact that the West German mark was revalued 
by five per cent in 1961, when Prof. Ludwig Erhard was the 
minister responsible for this decision, bis views on the recent 
international controversy over a further revaluation of this 
currency are of some interest. In an article which be baa 
contributed to the latest issue of ‘Lloyds Bank Review* on 
"Prospects for European Integration”. Prof. Erhard, after 
referring to the 1961 revaluation to emphasise the point that 
he cannot be suspected of failing to understand how important 
it is to square the balance of payments, fully supported the 
West German government's decision not to raise the current 
par value of the D-Mark. His contention is that the revalua¬ 
tion of strong currencies enables those with relatively weaker 
economies to refrain from necessary reforms. Prof. Erhard, 
in other words, does not approve of the D-Mark being revalued 
merely as a rescue operation for the franc or the pound. 

VJB. 



152 


EASTERN ECONOMIST 


January 24, 196S 


Company Affairs 


HiNDALCO PRfFEREKCE ALLOTMENT 

THE RECENT issue ot 0.3 per cent preference shares worth 
Rs 1 crore by the Hindustan Aluminium Corporation Ltd, has 
been oversubscribed. The company has decided to allot fully 
in respect ot applications for five to 100 shares. The allotment 
will be 00 per cent for applications for 101 to 600 shares, 8S 
per cent for 601 to 1,000 shares, 80 per cent for 1,001 to 2,300 
shares, 75 per cent for 2,501 to 4,000 shares, 70 per cent for 4,001 
to 6,000 shares, 60 per cent for 5,001 to 6,000 shares and 50 per 
cent for 10,000 shares or more, Existina preference and equity 
shareholders will get a preferential allotment on a ‘pro rata* 
basis In terms of the prospectus. 

CLAXO ALLOTMENT 

The Glaxo Laboratories (India) Ltd, has finalised the 
basis of allotment of equity shares offered to the public re¬ 
cently. Accordine to the company's decision, two out of every 
nine applicants for 50 shares, two out of five applicants for 
100 shues, three out of five applicants for ISO shares and 
four out of every five appUcants for 200 shares will receive 
20 shares each by lot. The applicants for 250, 300, and 350 
shares will each get 20 shares. Applicants for each succeeding 
set of three share groups, rising by SO shares per group, will 
get 10 shares more than the preceding three groups, so that 
the applicants for the last three groups of shares viz. 4,800, 
4,950 and 5,000 shares will each receive 330 shares. Those who 
have applied for more than 5,000 shares will get a firm allot¬ 
ment, the allotment of shares varying from about seven per 
cent for applicants for 5050 shares to four per cent for appli¬ 
cants for 50,000 shares or more. The total number of share¬ 
holders will exceed 55,000. 

MOTOR INDUSTRIES COMPANY 

The Mysore branch of the Central Bank of India Ltd on 
behalf of certain consUtuents of the bank offered for sale 22,000 
equity shares of Rs 100 each at Rs 170 per share of Motor In¬ 
dustries Co. Ltd the whole amount being payable on application 
The purpose of the offer is to enable the company to have its 
shares listed on tte Bombay Stock Exchange for cash dealings. 
The offer was open from January 11 to January 23, though 
the offer could be closed earlier but not before January IS. 
1869. These shares will be eligible to receive the final dividend 
that may be declared for 1968 by the middle of this year. An 
interim dividend of 10 per cent taxable has already been paid. 
It has been stated that sales and earnings for the year ended 
December 31, 1868, were quite satisfactory. Dtirlng 1967 sales 
were Rs 10.49 crores against Rs 10.06 crores in 1906. The net 
profit, before depreciation and taxation amounted to Rs 379.80 
lakhs against Rs 377.93 lakhs. The amount set aside for de¬ 
preciation was Rs 47.80 lakhs and taxation Rs 1.90 crores. The 
transfer to development rebate reserve was Rs 15.28 lakhs. 
The amount required for the equity dividend was Rs 65.03 lakhs. 
As the balance of Rs 61.09 lakhs was transferred to reserves, 
the equity dividend was amply covered. It has been stated 
that with the completion of expansion schemes there will be a 
further increase in turnover in the coming years. 

PAPER PRODUCTS 

Paper Products Limited offered for publi(; subscription 
13,000 (9.5 per cent) cumulative redeemable preference shares 
,of Rs 100 each at par. The subscrintlon list opened on Janu¬ 
ary 22 to close on January 31 or earlier but not before January 
27. The proceeds of this issue will be utilized for its working 
capital which has increased following the expansion of the 


TOmpany’s businen and alsotb broadbasi'its caidtal'structure. 
Tm company has an authorized capital of Rs one crore ana an 
^ed and paid-up capital of Rs 72 lakhs. The company has 
been engaged In the manufacture and sale of flexible paciragtn g 
mterial^nd has three units dtuated at Thana, Faridabad and 
Madras. The company has also set up a pulp and paper making 
want at Hoha, District Kolaba, Maharashtra, which produces 
s^ial varieties of paper consumed by the flexible packaging 
Wmts. The company proposes to increase the production capa- 
atlM of its flexible packaging plants at Thana, Faridabad and 
Madras as also the pulp and paper making unit at Roha. The 
company has acquired more than 90 per cent of the equity 
capital of Premier Paper Mills Ltd and the plant has been 
shifted to Roha for better and more efficient working. The 

f P®** ^*ve years have Increased from 

Rs 193 lakhs to Rs 371 lakhs. 

UNITED COMMERCIAL BANK 

The directors of United Commercial Bank have decided 
to rMommwid to the shareholders, at the next annual general 
meeting, the payment of final dividend for the year 1968 
at eight per cent (t.e., Rs 4 a share) less tax, making a total 
of 14 per ^t (i.e., Rs 7 a share), less tax. This will be 
paid out of the special reserve and the balance of Rs 29.11 
lakhs will ^ carried forward, subject to payment of bonus 
to staU. The net profit of the bank for the year ended 
Dmmter 31, 1968, after taxes, subject to audit, including R.s 
7.91 lakhs brought forward from the previous account amount- 
^ to Rs 85.31 lakhs. A sum of Rs 17.00 lakhs hiis been 
transferred to reserve fund raising it together with the share 
premium account to Rs 4.07 crores. The directors have 
transferred Rs 22.40 lakhs to special reserve. The interim 

an ? ^ “b-^bed 

ns i6.80 lakhs. 


INDIA JUTE 


ine preliminary results of the India Jute Company Limited 
revealed a surplus profit of Rs 12.65 lakhs for the year ended 
March 31, 1968. After providing Rs 18.06 lakhs for depreda¬ 
tion. bringing forward the balance from the previous 
year of Rs 2.66 lakhs and adding Rs 13,601 being item relating 
to previous years, there was a debit balance of Rs 8 21 lakhs. 
A sum of Rs 2.33 lakhs was transferred from development re¬ 
bate rewrve, leaving a net debit balance of Rs 5.88 lakhs to 
rarried forward. The directors proposed to skip the did- 
dend again for the year. The last dividend of six per cent 
was paid for 1965-66. ‘ 

CAPITAL AND BONUS ISSUES 

companies to raise capital 
sraounting to over Rs 8.77 crores. Ten of them are to toue 

amount of bonus shares ranges between 
Rs 50,000 and Rs 26.39 lakhs. Following arc the details. 

Noraem India EnWaeerlM Co. frlvate Ltd, DdU, has 
been given consent to capttallae Rs 50.000 out of its 
iwrve and issue fully-paid equity shares of Rs 100 as 
bonus shares in the ratio of one for two equity shares VM 

Moratjl Donaan Smith Ltd, Bombay, hai 
consent to caWtalise Rs 1,17,500 out of Its^eneral 
md issue fWly-pald equity shares of H,'“o ^as^I^ 
shares in the ratio of 47 for 113 equity shatet held. 

Ro««wlll liWuMeafrivatB Ltd) Mattaw. haa been nm,. i i 
cowent to capitallae Bs 1.48 IWtto mrtonu 
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aham In the ratio ot one {or every two equity aharea held. 

Coiabatore Prealer Cocvontlni Mvate litd, C!oinbato;e, 
ia pennitted to capitaliae Ra 2.10,600 out of tta free reaerve 
and iaaue fuUy.^d equity aharea of Rs 100 each as bonus 
ahacea in the ratio of one for every two equity shares held. 

Aryan Mlalac and Tradlnc Corporation ftivate Ltd, Cal- 
entta, ia given consent to capitalise Rs 2.S lakhs out of Ita 
gnteral reserve and issue fully^paid equity shares of Rs 100 
each as bonus shares ia the ratio of one for every two equity 
shares held. 

Industrial Machinery Munfneturen Private Ltd, Ahmeda- 

bad, has been given permission to capitalise Rs 2.5 lakh) out 
of its general reserve and issue ful^'paid equity shares ot 
Rs SOO each a.s bonus shares in the ratio of one for tour 
equity shares held. 

Groi-Bsekeit Saboo Ltd, Delhi, is accorded consent to 
capitalise Rs 7.5 lakhs out of its general reserve and issue 
75,000 fully-paid equity shares of Rs 10 each as bonus shares 
in the ratio of one for three equity shares held. 

Mnkand Iron and Steel Worfcg Ud, Bmnbny, is given 
consent to capitalise Rs 61.16,670 out of its g«>eral reserve and 
issue fully-paid equity shares of Rs 10 each in the ratio of 
49 equity shares tor every deferred share held. 

The Tntn Oil Mills Co., Lid, Bonhay, has been granted 
'no objectlrm’ to issue capital of Rs iOO lakhs in 10,000 deben¬ 
tures (1981-84) of Rs 1,000 each, carrying interest at 7.75 per 
cent per annum, for cash at par, to be offered to the public 
through a prospectus. The debentures are payable to regis¬ 
tered holders only. The proceeds are to be used to meet cash 


shortfall for financing expanding activities of the company. 

Bombay Board and Paper MlUi Private IM, BonAay, bee. 
been granM consent to capitalise Rs 60,000 out of its general 
reserve and issue fuUy,^d equity shares of Rs 100 each as 
bonus shares in the ratio of thrae for four equity shares beU. 

Sndanhan Cheaskal Meatries Pitvata Ltd, IMma, bag 
been accorded consent to capitaliae Rs 2JI8 lakte out of Itp 
general reserve and issue fully-paid equity shares of Rs 100 
each as bonus shares in the ratio of three tor twenty equity 
shares held. 

IPheels India Lid, Madras, has been given consent to capi¬ 
talise Rs 26,38.700 out of its general reserve and issue fuDyqmid 
equity shares ot Rs 100 each as bonus shares In the ratio of 
one for five equity shares hdd. 

The Mahendra Mllhi Ltd, Ahmedabad, having a paid-up 
capital of Rs 116.81 lakhs, is pennitted to Issue further c^dtal 
of Rs 80 lakhs in 55,000 equity shares and 26,000 eunuflattva 
redeemable preference shares (0.5 per cent) ^ Ra 100 each, 
to be issued for cash at par. The proceeds are to be utfiiaed 
for financing working capital of the company. 

Jalpnrla Sarnia Amalganuted CoiUerlet Ltd, Caloatta, Is 
granted consent to issue equity shares of Rs 00 lakhs lor 
consideration other than cash to the shareholders of Oasegh 
Sugar Mills Ltd, Calcutta and Shiee Anand Sugar Mills Ltd. 
Calcutta in pursuance of the scheme' of amalgamation sanc¬ 
tioned by the Calcutta High Court. 

LICENCES AND LETTEAS OF INTENT 

The following licences and letters of intent were issued 
under the Industries (Development and Regulation) Act, 185L 
during the fortnight ended November 23, 1968. The list eon- 


FIRST PUBLISHED 1861 139th EDITION 

JUST READY 

THE ASYLUM PRESS ALMANACK A 
COMMERCIAL DIREQORY 1968 

Over 2,600 pages In Crown Quarto she bound in Red Calico doth: 

CONTAINING; 

An Almanack and memorable events in India. General and State information—Indian tt Foreign Banks 
operating in India and their plaeo-war distribution in India. Insurance Companies. Industries classified under 
14 major heads viz., Textiles, ElectricaU, Ferrous and Non-Ferrous Metals, Engineering Industries ft Machinery Manufac¬ 
turers, Transport, Chemicals & Pharmaceuticals, Paper, Stationery ft Printing, Cement A Allied Products, Planta¬ 
tion, Food A Food Producta, Wood, Films, Leather A Rub ber and Miscellaneous Industries, each main bead divided 
productwlse—Names A Addresses ot Manufacturers under each product listed ststewise A districtwise. Alphabetical 
lilt of manufacturing industrial with toil particulas—and AN ILLUSTRATED WHO’S WHO. 

THE BUILDER OF YOUR BUSINESS 

Prloe: Rs. 40/- postage extra. 

Order ymir reqnlnffleBti with the Pebllsliers 

SAYI£ COMPANY 

40, BADRIAN STREET, MADRAS-1. 
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tains the names and addresses of the licensees, Igtieles of 
manufacture, types of IJcenccs—New Undertakine (It.U.): New 
ArMfle (SA.); Substantial Ejfpansion (S.E.): Carry an Business 
(C.O.B.); Shlftlne—and annual Installed capacity. 

Durln|[ the Week ended November 16, 1968 

licences issued 

Teleeommnnicatloiis 

M/s 0/E/N India LUl; 27/142A, Padiyuth Rd; Emakulam 
South. Cochln-18. (Kerala)—Relays—1,50,000; Switches— 
3.00,000; Quartrcrystals. Filters and OscHlators—1,20,000. 
(N.U.). 

Textiles 

M/s New Central Jute Mills Co. Ltd, II, Clive Road, Cal¬ 
cutta-1. (West Bengal)—Jute Carpet Backing Cloth—100 broad 
looms to produce 5080 tonnes of carpet backing cloth—(450 
broadlooms—after expansion). (S.E.). 

Food ProceoBiBg Indi^rlcs 

M/s Kunjbihari Roller Flour Mills, Vejaluur Road, Godhra 
(Gujarat)--Wheat Products—14040 tonnes (on tltree shift basis) 
(C.03.); M/s Gujarat Roller Flour Mills, Krishna Mansion, 
Kalupur. Ghee Babar, Ahmedabad. (Gujarat)—Wheat Pro¬ 
duct*—18,000 tonnes. (C.O.B.). 

LETTERS OF INTENT 

Maehfan Totda 

M/a Mysore KIrloskar Ltd; Yantrapur P.O., Harlhar. 
(Mysore) -High Speed Threading Machines—12 machines 
(worth Rs 13 lakhs). (N.A.); M/s Chlka Ltd: Machinery Sales 
Deptt, Mehta Chambers, 13, Mathew Road, Bombay-4. (Maha¬ 
rashtra)—Complete Plants for Plastic Extrusion—100 nos. 
(worth Rs 104 lakhs); Synthetic Fibre and Filament Spinning— 
5 tonnes (worth Rs 200 lakhs). (N.U.). 

UCENCra REVOKED OR SURRENDERED 
(InfomuitleB pertains to partleniBr licences only) 

M/s Shrl Dinesh Mills Ltd; Baroda—Cotton Waste Blan¬ 
kets; M/s Sri Annapurna Cotton Mills Ltd., CaIcutta-1.—Pro¬ 
cessing of Cotton Textiles; M/s East Angilea Plastics .(India) 
Ltd, Calcutta-! 6—Cellulose Acetate Flakes; M/s May & Baker 
Ltd, Bombay-7B—Chloroquine Sulphate; M^ Geoffery Manners 
ft Co., Ltd, Bombay-77—Calcium Caseinate; M/s Kanyapur 
Machine Toots Ltd, Calculta-1—Centre Lathes; M^ L. N. Neva- 
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tin, Maharashtra—Cotton Yam; M/s L. N. Nevatia. Maharash¬ 
tra—Cotton (Soth. 

During the Week ended November 23, 1968 

UCENCES ISSUED 

Chemicals 

M/s Suhrid Gelgy Ltd; P.O. Box No. 46, Wadi Wadi, Baroda. 
(Ranoli, Near Baroda, Gujarat)—Phthalate Plasticizers—2350 
tonnes. (N.A.). 

DycMuffa 

M/s Atul Products Ltd, P.O. Atul, Via: Bulsar, (Gujarati- 
Reactive Dyes, Intermediates etc—Schedule I: Amino-O-Add— 
Monopota.sslum Salt—7,000 kgs; 3-Aminoacetanilide—4-Sulpbo- 
(lie Arid—4,000 kgs; P-Ami-noacetanilide—3-Sulphonic Add— 
4,100 kgs; O-Aminophenol-4—Sulphonic Acid—5,600 kgs; Anl- 
llne-2;5—Disulphonle Add—4,400 kgs; Anillne-3;6—Disidpbonie 
Acid—800 kgs; N-Benzoyl-H-Acid—3,300 kgs; Bromamine Add 
—11,100 kgs; 6-Chloro-2-Amino-Pbenol-4—Sulphonic Add— 
7,200 kgs; 4-Chloronltrobenzene-3—Sulphonic Add—5,200 kgs; 
O-Chloro-2-Nitroplienol—4-Sulphonlc Acid—10,200 kgs; Cresi- 
dlne—2,.700 kgs; DlbenzyUulphaniUc Add Fim Add—18,500 
kgs; N-Methyl J. Acid—12300 kgs; 2-Naphthylamlne-l:6—Di- 
sulphonic Acid—14300 kgs; 2-Naphthylamine-3:S:8—Trlsul- 
phonlc Acid—8,100 kgs; 4-Nttro-2’—Aminophenol—4,100 kgr, 
4-Nitro-4’—Aminostilbene-2:2—Disulplumic Add—14,000 kgs; 
P-Nitroannine-2—Sulphonic Add—4,600 kgs; Nitrobenzene—3:8 
—disulphonle Add—1,000 kgs; S-Nitro-p-Cresol—3,400 kgs; O- 
NItrophenol-p-sulphonic Acid—7,500 kgs; m-Pfaenylenediainine- 
4Sulphonic Acid—18,100 kgs; S-Sulphoanthranillc Add—4300 
kgs; l-Su1pho—J Arid—15,300 kgs; t-(p-Bulphopbenyl)—6-pyril- 
zolonc-3-carboxyllc Acid—12,900 kgs; m-Uteldonsiline—3,400 
kgs. Schedule H: AmidcnJ-AcId—08,700 kgs; 4-4’—DlnitrostU- 
bene-disulphonic Acid—14,000 kgs; O-Add—8,000 kgs; H-Add 
—40,.700 kgs; J-Acld—54,100 kgs; P-Nltrotoluene^ulphonlc Add 
— 10,600 kgs; Tobias Add—110,800 legs. (N.A.). 

LETTERS OF INTENT 

Machine Toola 

M/s Star Textile Engineering Works Ltd, Planet Mill 
Street. Fergusson Road, Lower Parel, Bombay-13. B.C. (Man- 
pada Bhopar, Near Dombivall, Dlstt. Thana, Bombay, Maha- 
laahtr.'t)—Multi-Spindle Drilling Attachments Suitable for 
Drilling Machines—1000 numbers (worth Rs 30 lakhs). (N.A.) 


Experts in leusreh, production 
and distribution tre wslOng at 
Hsnovsr to share their knowledge 
with you. Rewmsterlsls, products, 
proessest.., a dozen trede laire in 
one —Otat's the Hanover Fair, 
where over 6,900 exhibiioit from 
Europe artd ovatseM display thak 
high qualltv praducM, new taeh- 
niquM, and programmes geered to 
your in^try'• needs of tomorrow. 
MIMt lneliid$: Moehanleel and 
Elecirieel Engineering. Iron and 
Steel, Non-Farroua Metak.Optict, 


Chemicale and PIseilct, Rubber. 
Building Materiale. Precision 
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VISIT 

HMOVER FAIR 1960 
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Hanover. West Gsrmsny— 
26th April to 4th May 
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...two ways 
to the USA. 


Take off eastward from New Delhi 
any Monday, Thursday or Saturday; from 
Calcutta on Wednesday. JAL will fly you 
to [h)ng Kong and Tokyo with connecting 
flights across the Pacific to the USA. 

Or fly west from New Delhi any 
Monday, Wednesday or Friday; from 
Calcutta on Sunday. You’ll travel via the 
exciting capitals of liuropc and trans¬ 
atlantic from London to the USA. Where 
in the world do you want to go? JAL 
flics there. 


You’ll be 
taken with hei 
gracious ways 


On JAl, you’re more than a passenger. 
You’re an honoured guest. 

U/KPJkN MR LINES 

otficial airline for EXPO 10 
New DeIhi.72JanpathSt., Tel: 44333.(S lines) Bom bay, Chateau Windsor 86, Veer Nariman Rd., Tel: 

Calcutta, 55-A, Chowringhee Rd^ Tel; 23-0371/4 
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THE RIGHT KIND 

OF CLOTH/ 



SPECfALITIES: 


SUITINGS 

ROLLER & 

SHIRTINGS 

SCREEN PRINTS 

LENOS 

TAPESTRIES 

POPLINS 

DHOTIES 

TOWELS 

SAREES 


ETC. ETC. 
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ENPLOYERS ON BONUS ORDINANCE 

MTHATEVER MIGHT have been the compulsion tor enlacginc 
the share of the allocaUe surplus for the purpose of computing 
the bonus, there was clearly no justification for the haste 
with which the government has sought to accomplish ‘t. 
stated the Employe's’ Federation of India recently. In any 
case, an ordinance under Article 123 of the Constitution to 
amend Section 5 of the Bonus Act so as to achieve this was 
certainly not called tor, especially when the affected interests 
—the employers—had telegraphed to the authorities to await 
their representation. The federation had requested the autho* 
rities to wait at least till its memorandum on the subject 
reached the govemmmt and the latter had enough time to 
go through and give it careful consideration. 

By and large, the decision of the authorities is not only 
contrary to the intention of the Bonus Commission and 
Parliament but also to the spirit of the recent judgmen, of 
the Supreme Court in the case of the Metal Box Company 
of India Ltd. The Bonus Commission was quite cognisant 
of the fact that the employers stood to benefit from the tax 
rriicf on the amount of bonus payable under the Bonus Act, 
and if. in spite of it, it did not consider it necessary to deprive 
them ol this relief, it was because the Bonus Commission 
wanted whatever amount such relief might repressnt to be 
utilised for rehabilitation, one of the considerations that 
prompted it incidentally to turn down the request of the 
employers to regard rehabilitation allowance as a first charge. 
In agreeing with this view. Parliament also rejected n.hab.li- 
tation allowance as a prior charge, a point that was amply 
clarified by the Supreme Court in the case of the Metal Box 
Company referred to above. The Supreme Couit held that 
Parliament did not lay down that the bonus is to be deducted 
before computing the amount on which direct tuxes are to 
bo calculated, evidently because it wanted the rebate in 
income-tax on the bonus paid to go to the employers to miablc 
them to recoup, in this way. depreciation on account of 
obsolescence, as also rise in replacement costa over a period 
of years. By undoing this, the authorities have rendered *he 
task of r^bilitation and modernisation difficult to employers. 
Although the amendment as proposed by the ordinance will 
apply to the accounting year 1968^9 and not with retrospective 
affect (a small mercy indeed)—and does not change either 
the minimtun (4 per cent) or the maximum (20 per c. nl) 
limits laid down under the Bonus Act, the actual amount 
available as bonus to workers will be more. The employers 
have, therefore, every justification, to describe the ordinance 
08 unwarranted, unfair and inequitous. 

I.D.A. CREDIT 

The International Development Association, Work! Bank’s 
soft lending affiliate, has extended a 3125 million credit 
to our country to enable her to import components and mate¬ 
rials needed by industry and agriculture. This is the first 
loan by IDA since Deconber, 1066. The loan would be for 
a term of 50 years with a ten-year grace period during which 
H wUl carry no Interest but service charges of three quarters 
of one per cent to cover IDA’s administration costs. The 
loan con be used to import production materials and components 
required by our manufacturers of priority capital goods and 
agricultural chemicals, These would Include such materials 
as commercial vehicles, agricultural tractors, machine tools, 
electrical equipment, cables and wires, fertUisers, pesticides 
and similar products. 

raiVATE INVESTMENT COMPANY 

A group of financial and Industrial ooncenoa in the US, 
Eunve, CoMda, Australia and Japui hai formed a private 
inveshnent coaqiany tor providing eqttlb2 caidtal and medium- 


Winds 

term loans for the setting up of new enterprises and the- 
expansion and divenilicatlon of existing companies in the 
developing nations of Asia. The multi-national coiporation. 
—•Private Inveslmrat Company tor Asia (PICA)—will be 
capitalised at $40 million, of which about $17 milliim will 
be paid in. This sum will be divided equally between US 
and jBp.-mesp investors and a third group from Europe, 
Canada and Australia. PICA has received acceptance to its 
invitations to subscribe from approximately 120 of the leading 
financial institutions and corporations in the three groups. 
U is stated that emphasis will be placed on tnvoitments in 
private enterprises in manufacturing, forestry, agriculture, 
fishing and other industries which have a profit-making poten¬ 
tial and will contribute to the economic development of Asia. 

TYRE EXPORTS 

Dunlop India’s direct exports In 1063 arc estimated at 
Rs 2.51 crores, which represent an increase of nearly 11 per 
cent over the 1057 export figure. This is the highest export 
ever made by a tyro company in this country. In 1998, 
Dunlop India exported to 43 countries in the world. Exports 
were made for tte first time to eight new countries, including 
West and East Germany, Canada, Turkey, Panama, Nicaragua, 
Somali and Honduras. Dunlop India secured in 1008 
record export orders from Yugoslavia valued at more than 
Rs one crore. Dunlop's export agreement of Rs 80 lakhs with 
Autocentar, Yugoslavia, is the biggest single export order 
booked by a tyre company in this counlr.v. In addition U> 
automotive and cycle tyres, export of industrial products 
increased substantially during the year, and large orders for 
fan and vee belts were received from countries in south-east 
Asia and west Asia. 

CAPITAL ISSUES 

The union government has accepted ail the major recom¬ 
mendations of the Capital Issues Advisory Committee for 
liberalization of control over cornorate canilai issues. The 
new capital is,sucs policy, embodying the government's decision 
0.1 the suggestions of the Advisory Coniniittcc, is e:;perted 
to be announced shortly. The details of the policy are being 
finalized by the Finance Ministry in consultation wiOi the 
Ministry of Low. The government has agreed with the com¬ 
mittee's suggestion that, subject to the fulfilment of certain 
criteria, companies need not seek specific sanction for their 
capital issues. The criteria suggested by the committee are: 
new equity issues should be at par; the ratio of preference 
to equity shares should not exceed 1:1; the equity-debt ratio 
should not extwed 1:2; preference issues should be at par 
and carry a dividend of 9.5 per cent; and debenture shares 
should carry a maximum interest of 7.7.5 per cent. The gov¬ 
ernment has also accepted the suggestion that capital issues 
at n premium and all bonus issues should continue to get 
prior approval of the Controller of Capital Issues. 

U.N.D.P PROJECTS 

The Governing Council of the UN Development Prograame 
which met recently, has earmarked $4 million tor pre-invest¬ 
ment projects in the field of fisheries, agriculture, education 
and family planning in this country. Announcing this at a press 
conference in New Delhi recently, the Resident Representative 
of the UNDP. Dr John McDiarmld, stated that pelagic firiiery 
Investigation on the south-eost coast would entail a total 
expenditure of about $2.8.5 million. Of this the UNDP contri¬ 
bution would be 0 little over $2 miUion while the balance 
would be met by our government. This programme was 
expected to be completed in five years. 

To assist the government In its high-yielding varieties 
programme of foodgrain production through farmw trainlag. 
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the UNDP hns approved a project of farmer tr|j|n(ng and 
functional literacy. The UNDP ctmtributlon to tUv two^d- 
u4ialf-year project will total $l..^ million and that of our 
ftoverament nearly $6 million. A totol expenditura of $1.10 
million la proposed to be incurred on a four-year project which 
is meant to train apprentices for the catertng industry and 
uss-st in the establishment of five food craft centres. Of 
the totol expenditure, the UNOP will contribute $0.22 million, 
and the rest will tie borne by our government. Another scheme 
approved by the UNDP council refers to u running scheme 
meant to complete the switchgear laboratory of the power 
engineering programme organisation, Bhopal. 

tyres and tubes 

Tyres and tubes of ail categories of automobiles includ¬ 
ing buses, jeeps, vans, trucks and tractor trollies have now 
been declared as essential commodities. The government had 
declared last year tyres and tubes of cars and tractors only 
as essential ('ommoditics, but on reprcsoitation by sever^ 
state govcniments other categories have also now been brought 
under the purview of the Act. This will enable the state 
governments to regulate the distribution of stacks of tyres 
and tubes supplied into the state. They can also allocate 
for ancillary industries. The delegation of powers is subject 
to the limitation that the state governments would not issue 
any order under this Act which would interfere with inter¬ 
state transport or distribution 

JAPAN'S BUDGET 

The Japanese cabinet recently approved the largest budget 
in its history, providing for appropriations totalling 6.839,574 
million yen (£8,031 million). The budget for the 1069-70 
finaneiut year (April to March), showed an increase of 15.8 
per cent over the previous years. It was to be submitted 
to the National Diet (Parliament) hir approval. 

CREDIT LIMIT TO SMALL UNITS 

The union government has decid«>d to raise the limit of 
credit to the small-scale industrialists for the import of raw 
materials. This was announced by Mr Bhanu Prakosh Singh, 
union Deputy Minister for Industrial Development and Com¬ 
pany Affairs in Bombay recently. The present credit limit 
la 20 per cent of the cost of plant .-uid machinery hire-purchased 
by the units from the National Small Industries Corporation. 
The minister did not disclose the extent to which the limit 
would be raised. 

SOaAL CONTROL OF BANKS 

The Banking Laws Amendment Act. which provides for 
social control of commercial banks, will come into force on 
February I. 1960. The government is shortly expected to 
announce the personnel and the terms of referntce of the 
Banking Commission which is to make a thorough study of 
the banking structure, with particular reference to rural areas. 

WORLD BANK TEAM 

A three-member World Bank team, was In Delhi in 
connection with tte third IDA loon sought for telecommunl- 
cBti<m development. It had detailed discussions with the 
Secretary of Ministry of Communications. Mr L. C. Jain. The 
team had discussions with ministry officials before visiting 
various parts of the country. 

CHEMICALS FOR COTTON MILLS 

The government has agreed to Import, on an immediate 
basis, about 1.000 tons of sodium hydrosulpliite and 200 tons 
of rangotite, the prices of which had soared to high levds 
due to paucity of supplies. The government has also permitted 
mills to import certain chemicals such as special optical whiting 
agents, sodium nitrite, sodium chlorite, titanium dioxide, gums 
etc., on their replenishment licoues earned against exports 
of cotton textiles. With the improvement In the supply 
poslUon, the Indian Cotton Mills Federation expected that the 


ruMway trend in the prices of these chemicals noticed in the 
pan three to tour months would be checked and bring the 
much needed relief to the cotton mills. 

ASIAN LABOUR MINISTERS' CONFERENCE 

The Vice-Presldoit, Mr V. V. Girl, will inaugurate the 
four-day Asian Labour Ministers’ Conference which will be 
held from January 28 to February 1, 1069. There will be five 
plenary sessions of the conference, the first on January 28 
and the last on January 31. The reports of the various 
committees constituted by the conference will be considered 
and adopted on January 31, 1969. Eighteen Asian countries 
are likely to participate in the conference. The agenda of 
the conference includes discussion on workers organisations. 
Industrial relations, principles followed in the fixation of 
wages, technical co-operation and the impact of ILO on the 
A^an region. 

PEST CONTROL SEMINAR 

A five-day International Seminar on Integrated Pest 
Control was inaugurated in New Delhi on January 20 by Mr 
A. P. Sbinde, union Minister of State for Food and Agriculture. 
The seminar has been organised by the Entomological Society 
of India in association with the Indian Council of Agricultural 
Research, the Research and Development Organization of the 
Ministry of Defence, the National Institute of Science of India 
and the Pesticides Association of India. Due to the peculiar 
circumstances prevailing in this country and especially the 
insufficiency of the required quantities of pesticides, it was 
Strongly felt that the concept of integrated pest control was 
important for our country. It is in the light of this background 
that the seminar is being organised. About 450 Indian 
delegates, representatives of the Ford Foundation, the Rccke- 
fc81er Foundation and USAID and delegates from about 12 
foreign countries arc participating in the seminar. 

EASUN EXPORTS TO TANZANIA 

Easun has .‘secured an order of nearly H.s 7 lakhs 
from Electricity Supply Company Ltd, Tanzania, through 
their British consultant’s firm of Balfour Beatty & Company 
Limited. Easun will supply and install one 15 mVa 11/33 
kV Hackbridge-Hewlttic and Easun (HHE) power transformer 
with on-load tap changing equipment and will erect connected 
switchgear and lighting equipment. In Kuwait, Easun has 
currenly undertaken design, manufacture and supply of trans¬ 
mission line towers, ACSR conductors and are presently 
erecting 218 km of 132 kV and 33 kV transmission lines valued 
at nearly Rs 2 crores. The work is under progress. Easun 
lias already manufactured and delivered most of the 120 nos. 
1000 kVa HHE transformers on order, costing Rs 25 lakhs. 
In Sudan, too,'Easun will supply 197 nos., 25 to 100 kVa HHE 
transformers worth Rs 4.7 lakhs, most of which have already 
been shipped, much ahead of schedule. In Malaysia, Easun, 
has delivered otter-mlU switchgear. Easun has considerable 
experience in generation, transmission and distribution and 
can undertake design, erection, supply and commission to 
meet the needs of most developing countries. 

NAMES IN THE NEWS 

Mr H. K. SrivaMava, M.A. (Cantab), FJLSA. Execu¬ 
tive Director, Sir J. P. Srivastava Group of Industries, Kanpur, 
has been elected President of the Upper India Chamber of 
Commerce, Kanpur, for the year lOffl, 

Mr Jack Ni^tlagale, Managing Director of Hammond 
Metal Products of UK is here to finalise export of power 
presses to be supplied by Messrs BatUboi & Oi. Pvt Ltd, 
and manufactured by Prem Engineering Works of nuiain He 
imported a 40-ton power press for his company from the 
Indian firm and found it to be nearly 25 per cent 
than those supplied by other manufacturers. He bdievea 
that our products compMe In qualify with those prodneed by 
any other devdoped country. 
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JSoto INDIA 
EXPORTS EXCEED 
Rs 40 Million 


Last year’s record surpassed by over Rs 5 Mffllon 



FIGURES AT A GLANCE 
1967: Ra 36.246,000 
1968 :Rs 40,868.000 
EXPORT EARNINGS IN INI 
U.K.andW. Europe Ra 19.931,000 

U,SA. . 10.775.000 

Canada 3.983,000 

Middle East 3.487,000 

Australia, New Zealand 
and Far East 
West Indies 
Africa 


In line with the country's increase in exports 
last year, Bata-lndia,too, earned substantially 
more foreign exchange than in 1967. 

Bata-India will continue in its efforts to 
increase exports, in spite of stiffer competition 
in foreign markets and rising costs of 
production at home. The export drive is 
being intensified at every level of operation. 

In these endeavours, we hope, we shall always 
receive the fullest support from the Government. 
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RECORDS AND STATISTICS 


Export 

COMMi':RClAL BANKS provide the finances required to keep 
exports imiving. The various steps taken by the Reserve Bank 
and the sovernmciit to extend credit facilities to exporters on 
a more liberal busis began with the extension, in October 19S8, 
ot the bill market scheme to export bills. Under this extended 
scheme, banks could use usance, export bill as security for ad¬ 
vances (rum the Reserve Bunk. From this beginning a number 
of steps ncre taken from time to time, liberalising the credit 
taciUtio.s for exporters as well as extending the scope of opera¬ 
tions of the Export Credit and Guarantee Corporation which, 
through its scheme of guarantees, provided valuable collateral 
lor banks making advances to exporters. 

Since August l!hi7, however, many important decisions have 
been luxen m the lield of export credit. Ihcse are broadly the 
ioilowmg.— 

(a) in August 1961, the Reserve Bank agreed to provide 
refinance to commercial banks (i) at the concesslonai rate of 
4.i> per cent in the case of packing credit advances to exporters 
01 engineering and metallurgical products and (ii) at the Bank 
rate in the case of packing credit advances to exporters of other 
products, and in respect of post-shipment export credit. These 
concessional rates were subject to the condition that the inter¬ 
est charged liy lending banks to exporters should not exceed 6 
per cent in (i) above and nut more than 8 per cent in (ii) above 
whether or not the banks sought refinance from the Reserve 
Bank of India. In regard to rupee export Bill, the rate of in¬ 
terest charged by banks was not to exceed 1.5 per cent above 
the Bank rate. 

(b) In August 1867 the maximum period of export credit 
on the export of capital goods under the deferred payment 
terms was extended from 5 years to 7 years in deserving cases 
and up to 10 years in exceptional cases. It was further decided 
that the rate of interest chargeable by commercial banks in 
res{>ec't of medium-term exports us above, and the rates of 
intere.sts at which rclin.'incing would be available to the com¬ 
mercial banks from the Induidrial Development Bank of India, 
would also be .is in (a) above. 

(c) in February 1968, there was a further liberalization. 
The Reserve Bank decided that for the purpose of computation 
tt the net liquidity ratio the increase in banks advances in res¬ 
pect of packing credits and post-sliipmcnt export bills over the 
base peiiod was not to be taken into account 

Concessional Advances 

(d) With a view to giving further fillip to advances from 
commercial banks to exporters, the Reserve Bank decided to 
charge a concessional rate of 4.5 per cent to commercial banks 
in respect ot the increa.se in the advances made by banks to ex¬ 
porters over the base period, subject to the banks not charging 
more than 7.5 per cent per annum on credit for exports as 
against the 8 per cent charged until then. The ceiling rate of 6 
per cent in re.spcct of packing credit advances to exporters 
of engineering and metallurgical products remained unchanged. 

(e) With the reduction of the Bank rate from 6 per rent 
to 5 per cent in March 1968. the Reserve Bank prescribed a 
ceiling rate ot 6 per cent for all packing credit and post-ship¬ 
ment endit for exporters. 

(f) In the lost budget an announcement was made almut 
a scheme of Interest subsidy to encourage flow of credit from 
commercial banks to exporters. In order to alleviate the 
burden on account of giving advances to exporters at conces¬ 
sional rate of interest, an interest subsidy scheme was brought 

into effect from March 1968. The amount of subsidy is IJS 


Finance 

per cent of the total outstandings, subject to the conditions laid 
down in this scheme. 

(g) In December 1868, the IDBI had announced a scheme 
of direct financial assistance to exporters in participation with 
approved commercial banks. This measure is expected to re¬ 
duce the cost of credit for exporters, particularly of capital 
goods of high value with deferred payment terms, below the 
present level of 6 per cent. 

Wide-Range of Guarantees 

The developments in the facilities offered by the Export 
Credit and Guarantee Corporation (E^CC) aiso deserve notice. 
The ECuC, besiaes underwriting the comineix-iul and political 
rlsxs involved in exports, also oilers a wide range oi guaian- 
tees. These are:— 

(a) Packing credit guarantee—covering losses sustained 
by a bank or tinancial institution due to the failure of the 
exporter to repay the debt. This relates to advances secured by 
an exporter from the bank for purchase, manufacture, process¬ 
ing or pacKing of goods meant for export. 

(b) Post-shipment export credit guarantee—^for issue to 
banks to protect them against any loss which may arise from 
purchase, discount or negotiation of an export bill. 

(cj Export finance guarantee—seeks to find for the ex¬ 
porter post-shipment finance somewhat in line with what he 
can get on the basis of domestic value of bis goods. It enables 
the bank to offer, on a selective basis, discounting facilities to 
exporters up to 125 per cent of tfie value of their shipping docu¬ 
ments. 

(d) Export production finance guarantee—seeks to find 
lor the manufacturer/exporter finance up to 50 per cent over 
and above the l.o.b. value of the contract/guuds at the pre-ship¬ 
ment and also the post-shipment stages. 

(e) Export performance guarantee—seeks to cover (i) bank 
guarantees issued for the purpose of exporting goods without 
payment of central excise duty, (ii) bank guarantees given in 
support of export undertakings furnished by exporters in con¬ 
nection with the import of raw materials or capital goods (lii) 
bank guarantees furnished by exporters to buyers either against 
advance payment or to ensure due performance of export con¬ 
tract and (iv) bank guarantees furnished by exporters in lieu 
of the earnest money while participatbig in foreign tenders. 

The insurance policies of the ECGC ordinarily cover 80 per 
cent of the commercial risks and 85 per cent of the political 
risks. These insurance policies arc accepted tiy banks as colla¬ 
teral security for their advances to exporters. The guarantees 
issued by the ECGC usually undertake liability for 663 ner cent 
of the value involved. However, it has been decided that the 
guarantees Issued by the ECGC should cover 90 per cent of the 
value in the case of very small merchant exporters, and 80 per 
cent of the value In the case of export orders tor export of 
capital goods and eqidpmcnt for a value not less than Rs 2 
crorcs. 

Thus, the credit lacilities available to exporters, at pre¬ 
sent, may be briefly summarised as follows:— 

(a) Credit is available from banks, for both pre-shipment 
and post-shipment finance, at 8 per cent interest. Flow of 
funds from banks to exporters is facilitated by the schemes of 
re-finance to the banks from the Reserve Bank ot India and 
the Industrial Development Bank of India at the concessional 
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ntt* ot 4.0 per omt. »ad iff ihe .idinne of intereit subiidy 
at 1.6 per cent, administered by ^ Reserve Bank. 

(b) A range of Insurance policies and guarantees for ex¬ 
ports are offered by tbe ECGC which enable exporters to safe¬ 
guard their interests against commercial and political risks in 
exports, and to secure financial support from commercial 
banks. 

(e) The scheme announced by tiw Industrial Development 
Bank'of India, of direct participation in advances to exporters 
in collaboration with commerdal banks, is expected to bring 
down the cost of credit to exporters even below the present level 
of 6 per cent 

The cumulative effect of all these measures has been a 
great boost to Indian exporters competing in world tenders for 
export of equipment etc., for high value, with payments spread 
over a number of years. For example, the ECGC has Issued 
specific shipmeut policies covering exports on deferred pay¬ 


ment terms in the following cases.— 

(a) Export of transmission line towers to Nigeria for 
Rs 180 lakhs, payment to be completed by November 1M8. 

(b) Export of steel rails of Rs 26S lakhs to Iran, payment 
to be completed In June 1970. 

(c) Export of cover conductors to Iran for Rs Z91 lakhs 
with five years deferred payment 

(d) Export of Rs 41 lakhs of sugar machinery to Uganda 
with eight years deferred payment. 

(e) Export of Rs 31 lakhs of coach screws, etc., with five 
years deferred payment 

(I) Export of Rs ISO lakhs of steel pipes to New Zealand 
with five years deferred payment. 

Exporters appear to have tendered for a number of other 
contracts also, Judging from the enquiries mode by them from 
the financing institutions about tbe fadUties on the basis of 
which they could quote. 


Foreign Collaboration in Indian industry 


THE RESERVE Bank of India undertook in March 1965 
a sutvey of foreign collaboration in Indian industry 
with the purpose of ptoviding data regarding the 
natiu'c, pattern, problems and operation of foieign colla¬ 
boration agreements. The report on the survey has 
recently been released. The findings of the survey ai e 
given ^Ibw. 

The survey is in the nature of a census of all public and 
private limited companies with foreign participation as on 
March 31, 1964 and of all companies having foreign colla¬ 
boration agreements in force on April 1, 1961. It also covers 
those agreements which came into force thereafter provided 
they had obtained government approval by March 31, 1964. 
Individuals and partnerships were excluded from the survey 
us also branches of foreign companies. 

For the purpose of the survey, private sector comp.’mics 
have been dassilled into three groups: subsidiaries, minority 
participation and pure technical collaboration. A foreign 
company is defined as a company incorporated outside the 
Indian Republic. A company is grouped under subsidiaries il 
a single foreign company holds more than SO per cent of tlie 
equity share capital, while it is put under the minority parti¬ 
cipation category where such holdings are SO per cent or less. 
Companies which have no foreign company equity capital 
participation but have technical collaboration agreements fall 
into the pure technical collaboration group. 

Companies Covered 

The survey covered 827 companies in the private sector, 
of which 224 were subsidiaries, 367 minority participation 
companies and 236 pure technical collaboration companies. Of 
these 827 companies, 987 companies had technical collabora¬ 
tion arrangements involving 973 effective agreements. In 
addition, the survey covered 69 companies with 78 agreements 
which came Into force after March 31, 1964. The survey thus 
covered a total of lOSl effective agreements. 

Over 70 per cent of the 827 private sector companies 
covered had technical collaboration arrangements; this pro¬ 
portion for companies Incorporated during 1956-64 was >10 
per cent as compared with 53 per cent for companies incor¬ 
porated by end 1947. About three-fifths of the subsidiaries 
were incorporated prior to end 1947 as compared with a little 
over a fourth in the minority group. There appears to be a 
greater tendency—reflecting the changing pattern of foreign 
capital and technology In Indian industry—for the minority 
group than tor the subsidiaries to enter into technical cdla- 


burution arrangements. Minority participation appeared in 
the immediate post-Independence period and this form of 
company organisation became predominant during 1956-84. 
Nearly three-fifths of the companies in minority group were 
incorporated during 1956-64 as compared with only two-fifths 
for the pure tecbnUal group. The minority participation com¬ 
panies were generally a product of foreign collaboration 
while the companies in the pure technical group resorted to 
foreign collaboration as part of a programme of expansion or 
diversification, 

CipitRl Employed 

A little over 30 per cent of the companies covered under 
the survey had total capital employed of Rs 25 lakhs or less 
each. The 47 large comp.inies, with total capital employed 
of over Rs 10 crores each, accounted for nearly one-half of 
the total capital employed by all the private sector companies 
covered under the survey. Over three-fifths of the companies 
had a total capital employed of Rs 1 crore or less each, indi- 
laiing that smoU and medium sized units were important in 
tlte sphere of foreign collaboration. Well over one-half of the 
subsidiaries and nearly two-thirds of the minority participa¬ 
tion companies operated on u total capital employed of Rs 1 
Cl ore or less each. The ratio of gross profits to 
total capital employed during 1960-61 to 1963-64 averaged 
around 15.6 per cent for subsidiaries, 8.4 per cent for the- 
minority participation group and 11.4 per cent for the pure 
technical group. 

Foreign company capital participation ruse from Ks 144 
crores in 1960-61 to Rs 196 crores in 1963-64. In 1963-64, sub¬ 
sidiaries accounted for 05 per cent of the total foreign capital 
participation and minority participation for the balance of 
.75 per cent. Dividend remittances during the period 1960-61 
to 1066-67 totalled Us 122 crores or an annual average of a 
little over Rs 17 crores. The average dividend remittance to 
foreign net worth ratio during the period 1060-61 to 1903-64. 
was 6.1 per cent for subsidiaries and 2.7 per cent for the 
mlnorit.\ participation group. 

Between January 1048 and March 1964, the government 
granted approvals for about 2,200 foreign collaboration agree¬ 
ments, ol which about four-fifths were by companies. Of 
these, as mentioned above, 1051 agreements, which related to 
companies, were effective. About 56 per cent of the 1051 
effective agreements came into force during 1961-65. 

The classification of effective agraementa entered into by 
companies showed that the UK was the leading collaborator 
and accounted for two-fUths of the agreements while tbe US 
accounted for 19 per cent of agreements. Industry-wise, 
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subsidiaries and minority participation compai^ predomi¬ 
nated in petroleum, transport equipment, electrical soods and 
chemicals while purely technical arraneements were relatively 
more Important in textiles, machinery and maddne tools and 
metals and metal products. 

The survey showed that a little over 13 per cent ol agree¬ 
ments had a duration ol over 10 years; a little over two-lilths 
ol the agreements were ol 10 years duration and a little over a ■ 
tilth between live and nine years duration. The agreements 
ol subsidiaries were by and large ol longer duration than ln\ 
the minority group. An examination ol rates ol royalty linked 
to value ol sales production showed that only 12 per cent ol 
ca-ies had rates ol over S per cent. Unpatented know-how 
was an important constituent ol the agreements entered Into 
by over 90 per cent ol companies. About 70 per cent of the 
agreements had a specilic clause assuring exclusive rights to 
the licensee. Restrictive features figured in S7 per cent of 
the agreements in the minority group as compared with 44 
per cent in subsidiaries and 46 per cent In the pure technical 
group. The subsidiaries and minority groups had a large 
proportion ol vague export clauses; In contrast export restric¬ 
tions In the pure technical group were more specific. 

Total technical collaboration remittances (i.e. royalties 
and technical lees) by the private sector companies covered 
by the survey rose from Rs 4.9 crores In 1960-61 to Rs 12.1 
crores in 1066-67. While royalty remittances were evenly 


distributed fai the throe groupa, technical taae wet* coBooBtea> 
ted in subsidlatiao and mlnorilbr groups. Royalty remittancei 
were accounted for mainly by transport equipment, madhinery 
and machine tools, electrical goods and madilnoty, madidnes 
and pharmaceutic^ and rubber goods. Technical fees on 
the other hand were predominant in metals and metal pro¬ 
ducts, basic industrial chemicals and rubber goods. 

Of the 1051 effective agreements relating to companies, 
subsidiaries accounted for 144 agreements, the minority group 
for 445 agreements and the pure technical group lor 462 
ogreementa; 57 per cent of the total effi^ve agreements come 
into force during 1061-65, 31 per cent during 1956-60 and 
the remaining 12 per cent by end-19S5. 

The country-wise classitlcatlan of agreements indicated 
that the UK accounted lot 40 per cent cf the total, the US 
for about 19 per cent and West Germany for 14 per cent; 
Switzerland, Japan, France, the Netherlands and Sweden were 
the other important coUaboraton. The UK accounted for 56 
per cent of agreements by subsidiaries but only 38 per cent 
of agreemoits in the other two groups. The share of the UK 
in newer agreements was declining and the higher proportion 
ol agreements by subsidiaries with the UK was ex^ined by 
fewer new agreements in subsidiaries. 

An industry-wise classification of agreements revealed 
that machinery and machine tools, electrical goods and chemi- 
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cals tiHCether accounted for S5 per cent of tlie total asree- 
meats. Pure technical collaboration was relatively more 
important in textiles, machinery and machine tools and metals 
and metal products while subsidiaries and minority partiripa- 
Uon companies predominated in petroleum, transport equip¬ 
ment, electrical Boods and chemicals. The pro'xtrtion of purely 
technical arrangements in textiles was high because these 
agreements essentially related to patent rights for finUhing 
processes. In metals and metal products and machinery and 
machine tools domestic capital had already set up units and 
technical colloboration was sought for certain specific items. 
In contrast, in areas where know-how was tightly held and 
also ropidly changing as in chemicals, the subsidiaries and 
minority groups accounted - tor the bulk of agreements. 

• Agreements in the early post-Independence period were 
concentrated in consumer goods industries, but the industry 
mix of agreements currently in force shows that the bulk of 
the agreements are in fairly sophisticated sectors of Industry. 
This is true despite the fact that some broad industry groups 
do cover a comiiderable range of consumer goods; for 
instance, some of the companies in medicine.s and pharma- 
cciitlrals also pro<liice toiletries. 

Asset Transfers 

The survey showed that over 70 per cent of the agreements 
had a specific clause a.ssurlng exclusive rights to the licensee. 
The ratio of agreements with exclusive rights to total agree¬ 
ments was ilO per cent lor the minority group and around 
03 per cunt in both subsidiares and pure technical groups. 
Tlie lower proportion of agreements with exclusive rights in 
the pure technical group is attributed to the non-exclusivc 
agrccmcMiis in textiles while the lower proportion in subsidiaries 
is probably due to the close ties betwem parent and subsidiary 
units. It is possible that some of the agreements which did 
not specifically grant exclusive rights, operated on the basis 
of a tacit understanding that exclusive rights would be granted 
so lung as the working of the agreement was found to be 
sstisfactory. 

The survey brings out that unpatented know-how was an 
important constituent of the agreements entered into by over 
90 per cent of companies. Patented know-how is only a part 
of total technological know-how and unpatented know-how ts 
vital for working most patents. 

The survey revealed that a little over 13 per cent of 
agreements had a duration of over 10 years. The agreements 
by subsidiaries were by and large of longer duration than 
in the other two groups. Further, the agreements in the 
pure technical group were of distinctly shorter duration than 
In the minority group. The agreements sanctioned prior to 
1961, and'more particularly prior to <<nd-19SS, were of longer 
duration than those of more recent years. This explained 
the larger proportion of longer duration agreements in the 
case of subsldraricB. Again, companies with foreign equity 
capital participation accounted for the bulk of longer duration 
agreements. There were 30 agreements of indefinite duration 
of which subsidiaries accounted for 22 and the minority group 
for the other eight; however all these 30 agreements were 
approved prior to end 1960. 

. The duration pattern of agreements which became effective 
during 1961-63 showed that only 3 per cent of agreements 
had a duration of over 10 years. By and large, the 10-year 
duration rule was maintained in recent years, though longer 
durations were approved by the government in a few special 
cages. 

Examination of the rates of royalty linked to value of 
sales/production, showed Uiat only 12 per cent of cases had 
rates over five per cent. Royalties exceeding 3 per cent in 
the ease- of subsidiaries and over 5 per cent in other coses 
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are generally not approved. In two-fifths of the subsidiaries 
the royalty arrangements wore above 3 per cent and not all. 
of these predated 1955. llie main reason for departing from 
the general rule in recent years was that ihe technology 
imported was sophielicated and otherwise not easily available. 
Ill the minority ond pure technical groups taken together, 
only II per cent of royalty arrangements had rales over 5 per 
i-ent. The reason for the lower proportion of royally arrange¬ 
ments exceeding the generally prescribed maximum was that 
the agreements in these groups were, on an average, of more 
recent origin 

An industry-wise distribution of royalty rates linked to- 
value of production or sales revenletl that machinery and 
machine tools and transport equipment had a larger proportion 
of agreements with rates over 5 per cent and these two 
Industries accounted for a little less than one-halt of the 
agreements with royalty rates of over 5 per cent. The pro¬ 
portion of royalty agreements with rales over 5 per ctnt waa 
lower in electrical goods and machinery and metals and metal 
products. The proportion of lextile agiecmenis with rates 
over 5 per cent was seemingly high; this was, however, 
explained by the fact that the bulk of agreements in textiles 
were related not to value of output but to quantum of output, 
which worked out to approximately leu than one per cent of 
value. Agam, rates of over 5 per cent in the case of some 
textile agreements were attributed to royalty being payable 
only on exports. 

From a mere compartsen of royally rates it is not possible 
to conclude whether the payments were excessive since much 
depends on the nature of know-how transferred under such 
agreements. %me agreements have royalties while others have 
royalties and technical fees. It is much more difficult to 
pi escribe any general norm for technical fees since the service 
rendored under each agreement is in a sense unique. The 
general rule has been that technical fees should nut exceed 
a c«rtain percentage of annual turnover. Although agreements 
with higher rates of royalty appear to be less favourable than 
agreumeiils with lower rates, technical fees cun outweigh the 
advantages of lower royally rales. 

Restrictive Features 

Restrictive features in agreements comprise mainly clauses 
relating to exports, sources of supply, production and minimum 
royalty payments. About 57 per cent of agreements in the 
minority group had restrictive features as compared with 44 
per cent in subsidiaries and 48 per cent in the pure technical 
group. Of the 1051 effective agreements, 455 agreements bad 
exfxirt restrictions, 154 agreements had restrictions on sources 
of supply. 65 agreements on production and 55 agreements 
on minimum royalty. 

Considering the agretmienls by i!at» of effective com¬ 
mencement, 45 per cent of agreements which came into effect 
by end-1955 had various restrictive features while the correi- 
(xinding ratios for 1956-60 and 1901-65 agreements were 55 per 
cent and 49 jier cent resrcc-tively. While the data seemed 
to indicate that the proportion of agreements with restrictive 
Claus -s did not show a clear decline, it should be noted that 
in practice much depends on the intensity of these restrictions. 

Restrictions on the sources of supply of raw materials and 
plant and machinery, and minimum royalty payments were 
highest in the pure technical group. The subsidiaries and tlie 
minority participation group were rehatlvcly free from these 
reslririions explicitly, though these re.strictions were to some 
extent implicit in view of dose ties between the parent and 
subsidiary or affiliate. 

Of the 455 agreements with export restrictions. 52 per cant 
related to demarcation of countries to which exports were 
permitted and about 33 per cent to stipulations requiring 
‘permission of collaborators for exports'. Clauses enfoieing 
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a total ban on exports ligured in only 8 par Omt of tba 
ayrecments with export restrictions. 

The pattern of export restrictions showed an Interestine 
contrast as among the three groups. Though both ^ minority 
and puns technical groups had a large proportii^' of newer 
agreements, the minority group had a substantially larger 
proportion of export restrictions. Again, the subsidiaries and 
mtawrity groups had a larger proportion of vague export clauses 
which were difficult to interpret since much depended on the 
actual qiwration of these clauses. The export restrictions in 
the pure technical group in contrast wore more specific and 
little was left to tacit understanding between the two parties. 

Of the 1051 effective agreements 43 per cent had export 
restrictions. Country-wise, export restrictions existed in 00 
per cent of the UK agreements. The high proportion of the 
UK agreembnts with export restrictions was not due to the 
larger proportion of older agreements since over SO per cent 
of 19S1-65 agreements with the UK had export restrictions. 
In contrast, a little less than (me-third of the US agreements 
had export restrictions; moreover, only 27 per cent of the 
US agreements, relating to isei-ds, luul export restrictions. 
The proportion of export restrictions in the agreements with 
West Gmmany, Swltserland and Japan was also low. 

Industry-wise, export restrictions were Mgh in the agree¬ 
ment rriating to transport equipment (62 per cent), machinery 
and machine tools (SO per cent), electrical goods and machinery 
(50 per cent) and medicines and pharmaceuticals (50 per cent) 
The industries with a lower level of export restrictions were 
metals and metal products (39 per cent) and basic industrial 
chemicals (27 per cent). Foods, beverages and tobacco and 
textiles had a veiy low proportion of agreements with export 
restrictions. In industries where export restrictions were high 
there was very little improvement in the reduction in the 
proportion of such restrictions in the more recent agreements 
of 1961-65. 

By and large, the shorter duration agreements had a 
smaller proportion of export restrictive clauses than the longer 
duration agreements. One-half of the agreements with no 
duration (l.e.. agreements Involving capital participation in 
lieu of technical collaboration payments) and agreements of 
over 10 years duration had export restrictions. In the case 
of agreements of over 10 years, however, export restrictions 
were perceptibly lower in the newer agreements which came 
into effect during 1961-65. One-third of the indefinite agree¬ 
ments had export restrictions, though as mmitlonod earlier, 
sudi agreements were not approved during 1061-65. 

dividend Rcmittancci 

In the balance of payments presentation of most countries 
payments relating strictly to technical collaboration are merged 
with other remittances. In this survey the technical colla¬ 
boration payments have been isolated from other miscellaneous 
payments which are not relevant to technical collaboration 
and, moreover, the survey deals with inter-company payments. 
Further, there is also need for a detailed sector-wise and 
industry-wise break-down of these payments. The survey 
presents the payments separately for the public and the private 
sectors, and further wltl^ the private sector for three groups 
of companies depending on the extent of the stake of foreign 
capital in the operation of the Indian company. 

Since dividends reflect the payments emanating from 
capital Investment, an assessment of the pattern of dividend 
remittances is essential. Annual dividend remittances increased 
from over Rs 11 crores in 1960-61 to an estimated'Rs 22 crores 
in 1066-67. The ratio of net dividend remittances abroad to 
fhrelgn net worth was derived to assess the rates of return 
as it alfacts the movement of funds. The average dividend 
remittance ratio for subsidiaries during 196(Hil to 1963-64 was 


6.1 per cent while that for the minority participation group 
was only 2.7 per cent, “nie remittance ratio in the case of 
subsidiaries In medicines and pharmacmiticals and ‘other*, 
chemicals was above the average, around 10 per cent, while, 
in machinery and machine tools it was bdow the average, 
slightly less than 4 per cent. The remittance ratio In the 
minority sector was low because fresh inflows of caidtal were 
concoitrated in this sector and the proportion of nascent 
investment, which could not but have a low rate of return, 
was sufficiently large to depress the remittance rate. 

The total technical collaboration remittances, by the private 
sector companies covered by the survey, avera^ Bs 5 cror* 
per annum during 1960-61 to 1966-67, with royalties and 
technical fees accounting for roughly equal amounts. While 
royalties showed a continuous rise during the seven years 
covered by the survey, technical fees were somewhat uneven. 

Sharp Increase 

The level of royalty remittances Increased sharply from 
Rs 1.5 crores in 1960-61 to an estimated Rs 5 crores in 
1966-67. Over this seven-year period royalty payments 
were fairly evenly distributed between the three groups of, 
companies, though the growth in payments was highest in the 
minority group. Four industries viz., transport equipment, 
machinery and machine tools, electrical goods and machinery 
and chemicals together accounted for three-fourths of the 
remittances. The minority group accounted for a major part 
of remittances under transport equipment and electricid goods, 
the pure technical group under machinery and machine tools 
and chemicals, and subsidiaries under chemicals. The country- 
wise analysis of royalty remittances indicated that the UK. 
the US and West Germany together accounted for about 87 per 
cent of remittances. While royalty remittances to the UK and 
West Germany were, in the main, by companies having parti- 
cipation-cum-coUaboration arrangements, remittances to the US 
and ‘other* countries were mainly by the pure technical 
collaboration group. 

Remittances of technical fees averaged a little less than Rs 
4 crores per annum during 1960-61 to 1966-67. However, 
unlike royalties, technical fees did not show any growth during 
the period. Moreover, technical fees were not evenly distri¬ 
buted as between the three groups and were rather low m 
the case of the pure technical group. Metals and metal, 
produrts, electrical goods and chemicals accounted for over 
one-half of remittances. The high ronittances under ‘miscel¬ 
laneous* were accounted for mainly by rubber goods in the 
subsidiaries sector. Remittances under metals and metal 
products were evenly distributed among the three groups. 
Subsidiaries were mainly responsible for remittances under 
electrical goods and medicines and pharmaceuticals. The 
remittances of the minority group were predominant in basic 
Industrial chemicals and ‘other* chemicals. The uneven year- 
to-year remittances of technical fees were attributable to the 
maturing of large payments in certain industries which tapered 
off once the particular projects were completed. *rhe UK 
and the US accounted lor over two-tldrda of remittances oC 
technical fees whDe Switzerland was also on important 
recipient. Remittances to the UK were more important in 
subsidiaries while the US predominated in remittances by the 
other two groups. 

The survey also covered 24 government companies. The 
royalty rmnlttances of government companies rose from Re 15 
lakhs in 1960-61 to an estimated Rs 64 lakhs in 19M-6t. 
Remittances of technical lees by these companies were uneven 
from year to year and averaged Rs 8.8 crores per annum during 
the seven-year period. Reflecting the importance of foreign 
persmmel in government companies, the forrign exchang e 
outlay on account of foreign techrdcians was Rs 2.65 crores 
In 196344. 
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A MAN HAS THE RieHTTO WORK- 


To ctowolop to his hill staturs. Earn m Hvsiihood. To support his family and contributs to tho 
Incrsaslng prcxiuetivity of tho nation. 

UC hsipsio provide and create jobs by supporting industry and agro>industry. Total investments 
rose to Rs.1.207crores by March 1968, making UC the single biggest investor in India. Of this. 
Rs.203 crtMres have been invested in a wide range of industries in the public and private sectors. 
Every growing industry needs othmr industries to feed it. Thus an intermeshed Job structure 
evolves arul grows, cresting tnore Jobs for people all over India. 
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Tlw' ^1 of the Hustings 

ALTHOtKgfl and other leadei-s of the central government 

and the Congress party were ritualiatically pi-esent at the Republic Day 
parade In the caj^tal, thdr thoughts, probably, had more to do with 
how their party might fare at the fo^eoming mid-term elections in 
the states of West Bengal, Bihar, Uttar Pradesh and Punjab, than with 
the significance which the RepuUie Day ought to have for those who 
would govern the country. 

These four mid-term elections have been collectively described 
as a mini-general election, but the description does not do adequate 
Justice to the event to which it is appli^. These elections, collec¬ 
tively considered, may have consequences for the political course 
of the nation which may not be mai-kedly less important than those 
of the fourth general election itsdf. Over the last two years, the people 
of this land have paid dearly, in terms of treasure and time, for the 
absence of stable administiations in a number of states. The delaying 
and fumbling of the process of economic development in this period 
have been due not a little to the fact that, over lai'gc areas of the land, 
there has been no popular state government interested in actively 
furthering programmes of economic development. 

It is true that President's rule has been successful to some extent 
in its attempt to retrieve the situation, but there is no denying the fact 
that the climate in politically distracted states has not been conducive 
to the kind of puUic participation which is needed and which no 
Governor's i-egime, however (tedicated or efficient, can hope to arouse. 
We are not suggesting here that, in other states, where there has been 
more political stability at the state level, economic progress has been 
outstanding, but we do believe that the political dism-ay in which so 
many states have found themselves since the last general election has 
undoubtedly queered the pitch not only for the economic advancement 
of the affected states, but also for econonUe progress of the nation in 
general. 

Viewed in this context, the results of the forthcoming mid-term 
elections may well be substantially responsible for the extent to which 
this country succeeds, or fails, in stepping up the pace of orderly economic 
growth during the coming years. It is possible, however, that the concern 
of the leaders of the party ruling at the centre is less with the national 
significance of these mid-term elections than with the likely electoral 
fortunes of the Congress organisation. This is perhaps natural because 
this party is now being forced to face consciously for the first time a 
challenge to its survival as the premier political party in the nation. 

Thus, while the last general election ended the domination of the 
political scene by the Congress party as a monopolist of political autho- 
lity and government status at the central and state levels, the mid-term 
elections could be decisive in determining whether the Congress can 
expect to survive as the major political force in national affairs. It is 
inconceivable, surely, that for all its nuuKrical superiority in Parliament, 
the hold of the Congress on the levers of power at the central government 
vrill not be shaken were this party to fail significantly in the mid-term 
elections in, say, Uttar Pradesh or West Bengal 

Against this background, it ia good for the Congress that ita leaders 
are convinced that they can wait hopefully for the verdict of the polls 
in Uttar Pradesh and West Bengal. The Prime Minister, in fact, seems 
disposed to talk in terms of a j myigsj pg Congrass success in all the 
four states, but her optimism uvNiNMlSr ndt being shared by some 
of her colleagues in the party among whon the Congress President can. 
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perhaps, be included. But even these leife exuberant 
leaders of the Congress party seem to befieve that the 
Congress should emerge from the mid<term eIccUons 
with sufficient strength In the legislatures of UP and 
West Bengal to be able to form stable adoinisttations 
in these states. 

In UP, the Congress party seems to derive its 
confidence frr>m the disinteg.ation and demoralisation 
in the ranks of the parties opposed to it. This con¬ 
fidence is bolstered by the belief among Congressmen 
that the people of UP arc tired of the lack of stability 
in politics and administiation consequent on the oppor¬ 
tunistic manoeuvre of groups composing the anti- 
Congress fnmt and are, therefore, in a mood to give 
a chance to the Congress party as a more likely 
instrument for the restoration of the orderly functioning 
of the machinery of the state govemm-nt. It follows 
that Congress propaganda has been tempted to 
emphasise the party’s potential for re-establishing 
political stability in the state. The resurrection of 
politics and administration, in fact, is the central theme 
of the Congress campaign not only in UP, but also in 
the other states. In Punjab, however, thfe particular 
claim, coming from Congress sources, may sound less 
impressive than elsewhere since here the Akali Dal 
clearly has reasonable chance of doing a "DMK” and 
emerging as a strong regional party well-positioned in 
the state legislature. Not surprisingly, therefore. 
Congress eiqKctations seem to bs at their most sub¬ 
dued with regard to Punjab. 

The Congress claim as a party of stability should 
probably make a more marked inqjact on the electorate 
in Bihar than on the voters in Punjab. But politics 
in that state has become so incoherent and faction- 
ridden that it would be quite rash to prophesy what 
political pattern the election returns would eventually 
weave. In the Congress camp itself the prevailing 
assessment seems to be that the denial of nominations 
to certain controversial or discredited "bosses" in the 
state organisation has lately improved the image of 
the party in the eyes of the public. Since Bihar had 
demonstrated its l»sic loyalties to the Congress even 
at the last general election by returning Congress 
candidates in strength to the central legislature, it is 
felt that there is no need to despair of the party 
recapturing the faith and the votes of the people of 
Bihar, now that it has cleansed itself by turning the 
money-changers out of the temple. As against this 
advantage, the Congress party must dearly reckon 
with the risk of disgruntled Congressmen scheming and - 
working against the official candidates of the party, a 
possibility which could also cause some damage to 
Congress chances in neighbouring UP where, however, 
disaffection within the local leadership is perhaps a 
loss serious election risk on the present occasion. 

In West Bengal, again, the possibility of Con¬ 
gressmen themselves manoeuvring against Congress 
candidates is, happily for tine patty, certainly very 
considerably less now than during tite self-destructive 
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dissensions in Congress iknks during the last 
general election. In fact, the most cheering develop- 
tront for the Congress party in West Bengal is that 
the Bat^Ia Congress, formed as a protest group by 
^fectors led by Mr Ajoy Mukherjee, seems to have 
u*. appeal for a large section of the electorate 

which, at the last general election, was provoked to 
register its dissatisfaction with the offidal Congress 
otfanisation in the state hy shifting its loyalty to the 
rebels or would-be refoimers. 

As against this gain, the Congress may have to- 
set off the accession of strength to the Leftist challenge 
which is bound to accrue from the fact that the two 
wings of the communist party in the state seem to 
have decided to avoid the kind of In-fighting which 
so considerably hampered at the last gene.al election 
the communist bid for a commanding lea..ership posit on 
in the state legislature. The confrontation, in other 
words, between the Congress party and the forces of 
the Left has become sharper this time in West Bengal, 
and this is not the least of the reasons why the issue 
in the state must be seen as something more than a 
mere matter of a stable administration. What is at 
stake here is the survival of the experiment in demo¬ 
cracy on which the natton is so hopefully embarked. 
For this reason alone a wider public than is politically 
committed to the Congress faith would ask of the 
people of West Bengal not to give up the Congress 
party in the state in despair but give it a chance te 
redeem itself. 
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In a recent Bombay speech on ‘Bankina*, Sir CaUntaman 
D. Deshmukh, Governor of the Reserve Bank of India, made 
a forecast about the future trend of bank deposits and 
advances which is in substanUal agreement with our own 
analysis of the problem smne weeks bade. A fall In 
deposits might take place by withdrawal by the pubUc 
"either through the repayment of loans solely created by 
the war activity, the redemption of government obligations 
by tax money or an unfavourable balance of trade arising 
from an excess of imports over exports". Sir Chtntunan 
dismissed the first two cs unimportant and considered 
unfavourable bolance of payments as the principal factor 
which would "result In « contraction of India’s exter.ial 
resources on the one hand and of d^ioslts with her 
system on the other”, although be admitted that In a »un- 
try. with a large amount of industrial and reonomic slack 
to be taken up, there were remnable grounds for anti¬ 
cipating that with Increased ihdustrlaUuUon there need 
be no appreciable reduetlim In the level of bank deposits. 
We agree with the condusion, but Assent from the argu-^ 
ment. An unfavmirabte balance of payments will certainly 
reduce our external resourees, but it need not neceaaarily 
reduce Internal bank depoaits unless curroncy 4s 

enforced. The volume of our sterling assets is ccmsiderable 
and very much in excess of the requirements of the 
curmey reserve. The bulk of-it can be employed for 
capital Import without calling for corresponding dmmsttc 
cumacy contraction. 
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Kerala’s Utopian Plan 


THE DRAFT fourth five-year Plan of the Government 
of Kerala, presented to the state assembly recently, is 
well documented and brings out clearly the vast scope 
that exists for exploitation of irrigation and power 
resources and for strengthening the industrial base of 
the state. But one wondere why a region so richly 
endowed with nature’s bounties has not been properly 
developed and the communist regime has suddenly 
woken up to the possibilities of (xx>nomic development 
and is complaining of lack of financial resources. 
No one will .say that the schemes outlined in the 
Plan should not bo taken up as the development ol 
power rcsouj'ces and the facilities that exist for pro¬ 
moting industries would be helpful not only fur the 
state but the nation as a whole. But it has not been 
explained how the right priority should be acco;dcd 
to the different schemes and what is the practicability 
of the Plan. This aspect of planning has been completely 
ignored as the financial resources a.'c not simply avail¬ 
able and it is too much to expect that the central 
government would be able to work out Iho required 
amuimt and entrepreneurs would be keen to venture 
into new fields. 

The fourth Plan, as now drafted, contemplates an 
outlay of Rs 460.01 crores in the state sector against 
the actual outlay of Rs 182.31 crores in the third Plan 
period. There is a big increase in the allocation for 
agriculture, community development and co-opciation 
to Rs 96.17 crores from Rs 36.84 crores, irrigation and 
power to Rs 170.33 crores from Rs 76.34 crores, indus¬ 
tries and minerals to Rs 6163 crores from only Rs 
14.37 crores, transport and communications to Rs 48.43 
crores from Rs 11.96 crores and social servicc.s. edu¬ 
cation, welfare and other schemes to Rs 823 crores 
iiom Rs 42.80 crores. On the resources side, it has been 
estimated that only Rs 25.76 cioies will be available 
from various sources against Rs 59.44 crores in 1961-66 
and with the anticipated central assistance a Plan of 
the order of Rs 200 crores only can be implemented. 
The state has, of course, some practical difficulties as 
there will be a heavy deficit arising out of the new 
commitments under continuing schemes, while there 
will be large debt repayments to the centi'e. But even 
granting that there will be a bigger devolution of 
revenues from the centre and a rescheduling of debt 
repayments, it is unlikely that a Plan of more than 
Rs 300 crores can be tackled. Here, again, it is assumed 
that there will be liberal central assistance for the 
Idikki, Cochin fertiliser and other projects. 

It is, therefore, clear that there will have U> be 
a pruning of the Plan which would mean that lh<* 
state government will have to evolve a core by 1 ’ 0 - 
determining the priorities. Many of the irrigation 
projects which are really continuing schemes and which 
will utilise the tail-race watei-s of power stations will 


have to be completed. The Idikki project may liava 
to be wholly centrally-financed as in spite of the cal¬ 
culations of the state electricity board that there will 
be a shoi-tagc, once the f{r.st stage of this mammotn 
project has been completed tliere will br* large surplus 
of power, which will have to be cxpoited to the neigh¬ 
bouring states. It wiU, of course, be generally agreed 
that lai-go expenditure will have to be incurred on the 
cunstiuction of a network of transmission lines and 
the appropriation of Rs 47.50 crores for this purpose 
is reasonable. What is moiv impoitant is the quick 
completion of the different projects as any delay in 
commissioning the generating sets will only result in 
an unnecessary inflation of working expenses and 
reduce the return on investments, as is now happening 
in the Shaiavathi project. The schemes outlined for 
being executed in the central sector are very economic. 
Idikki II stage, the Silent Valley: Lower Periyar and 
Perinjankutty projects can be constructed at very 
low cfjsts and large blocks of power can be generated 
economically. It will, theieforc, have to be decided 
how the power schemes of the southern states should 
be integrated and a .saving in overall outlay effected 
by staggering the execution of different projects and 
ensuring continued availability of power on the required 
scale, in this respect Mysore and Kerala are ideally 
placed. But Kerala has the advantage of having 
numerous medium-sized projects which can be com¬ 
pleted in four or fiVe yoais. 

While the central sector power projects wnll 
account fur Rs 63.60 crores, it has been suggested that 
in the industrial sector as much as Rs 180.16 croi'cs 
should bo invested and in the private sector Rs 130.66 
crtji-es. Including the state’s outlay it has been reckoned 
that for industrial development alone there should be 
an inve.stment of Rs 324A4 crores. Apart from providing 
the funds necessary for the Cochin Fertiliser Factory, 
it is difficult to see how the petrochemical complex 
around the Cochin Refinery can be developed with the 
re.wnrcos of the central govci nmcnt, as they are not 
adequate. The Kerala government will be helping 
itself and others if it can dispel the fears of entrepre¬ 
neurs and give the assurance that industrial peace will 
prevail in its tcrritoi’y. Theie will then be a large 
inflow of capital from outside the slate and even from 
foreign countries. If the projects for manufacturing 
newsprint, petrochemicals, carbon black, polythene and 
other items can be promoted in the private sector, 
there is the prospect of the regional economy getting 
reasonably w<*ll developed in a short period. On the 
other hand if the state government attempts to do 
ovei-j’lhing by itself, not only will it be difficult to 
find the required resources, but it will be well-nigh 
impossible to handle the Plan as there will be too 
much work for the government departments. The state 
government should, therefore, realise the practical 
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difficulties in its way and adopt realistic policies. 
Otherwise the draft Plan will prove to be largely 
Utopian and it will not be pc>ssible to achieve even 
50 per cent of the total outlay t»f Rs 1,190 crores now 
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proposed, Rs 460 crorcs in respect of the state Plan, 
Rs 444 crorcs on account of the central sector, Rs 30 
crores through institutions and Rs 256 crores pertaining 
to the private sector. 


Paper Prospects 


ALTHOUGH THE supply of paper and paper boards 
is at present comfortable despite nearly five per cent 
of the output being exported and a substantial decline 
in the annual rise in pioduciion—from about 40,000 
tonnes Ixitween 10C4-(i5 and 1967-68 to just about 10,000 
tonnes this year; which is also the anticipated growth 
next year—it is feaied that it would grow tight in a 
couple of years. As the setting up of new units and 
ensuring of raw material supplies t>) them is a time- 
consuming proces.s, shortages of paper and paper boards 
may again develop in the early 19709 if expeditious 
action is not taken now to augment both the manu¬ 
facturing capacity and the raw material resouices. 

According to the estimates of the Development 
Council for Pulp, Paper and Allied Industries (DCP- 
PAI), the production of paper and paper boards will 
have to be raised by 1973-74 to as much as 960,000 
tonnes from the present level of about 635,000 tonnes 
if shnttages in the domestic market, after allowing 
fc»r exports of at least five per cent of the total output, 
are to be avoided. This will require i-aising of the 
paper and paper board.s manufacturing capacity to 
1.13 million tonnes—an addition of 400,000 tonnes to 
the uxi.sting capacity. Nearly 80,000 tonnes capacity 
is said to be under implementation at present. ^ the 
additional capacity which will have to be created to 
reach the 1.13 million tonnes target for 1973-74 will be 
320,000 tonnes. Some capacity, however, will have to 
be under implementation du.ing the closing years of 
the fourth Plan s<) that the roqumnnenls of the early 
years of the fifth Pl.nn can also be met. It has been 
estimated that capacity (quivalcnt to 160,000 tonnes 
will have to be in the pipeline for the fifth Plan period. 
The additional capacity which, therefore, will have to 
be liceuised now or in the next couple of years w’ill 
have to be 480,000 tonnes 

As rcgnids newsprint, the bulk of the requlicmcnts 
of which are at present met from imports, the installa¬ 
tion of new capacity will have to be on a much bigger 
scale. Currently, wx> ate puiduclng only 30.000 tonnes 
of newsprint. Another 45,000 tonnc.s capacity is imder 
implementation. It our newsprint requirements are to 
be met pr-imarily from indigenous sources and only 
marginally through imports, the output of this com¬ 
modity will have to Ix' raised by 1973-74 to as much 
as 260,000 tonnes. This will require augmenting of the 
capacity by that year to 300,000 tonnes. Another about 
75.000 tonnes capacity, it is estimated, will have to be 
in the implementation stage in order to meet the 
requirements of the early years of the fifth Plan. The 
additional capacity which, therefore, will have to be 


created for the manufacture of newsprint is 225,000 
tonnes by 1973-74 and 300,0i)0 tonnes by, say, 1976-77. 

As regards pidp, it has been estimated that the 
manufacturing capacity will have to bo raised by 
1973-74 to 180,000 tonnes for rayon grade pulp and 
150,000 tonnes for paper giade pulp. At piesent we 
have 60,000 tonnes capacity to produce rayon grade 
pulp. Another 30,000 tonnes capacity is under imple¬ 
mentation. About 30,000 tonnes paper grade pulp 
capacity is expected to be set up soon; at pxesent no 
paper grade pulp is produced in the country. The 
additional law material requirements of the industry 
by 1973-74 are estimated around 1.21 million tonnes 
for the pi-oduction of paper and paper boards, 610,000 
tonnes for newsprint, 300,000 tonnes for rayon grade 
oulp and 316,000 tonnes for paper grade pulp. 

If the shortages of paper and paper boards are to 
be avoided in the first half of the 1970s and a major 
portion of our requirements of newsprint has to be met 
from indigenous soutccs, the tasik ahead is, indeed, 
stupondou.s. The investment required to achieve the 
above targets has been estimated at the minimum in 
the ncighbuui'hood of Rs 325 crores, of which the 
foreign exchange component will be approximately Rs 
140 crores. The public sector has plans to invest Rs 60 
crores for paper and newsprint manufacture durii^ the 
fourth Plan. This means that the major burden of 
e.xpanding output will be on the private sector. 

Even though a.i a lesult of the recent upward 
rcvi.siun in prices, the industry expects higher sales 
realisations, it remains to be seen whether the expected 
higher earnings will make a favourable impact on the 
capital market. The industry may have to depend on 
institutional finance for a major portion of the fourth 
Plan investment. But will this finance be foiihcoming 
to the requisite extent unless certain necessary steps 
are taken.? The major handicap in this regard is 
stated to be that at present the financing institutions 
recognise the equity-debt ratio only up to a maximum 
of 1:2. If the prospects of raising equity capital or 
building up of reserves (which are considered as equity 
for the purposes of calculating equity-debt ratio) do 
not improve, the insistence on this ratio by financial 
institutions obviously will hinder availability of insti¬ 
tutional finance for paper manufacture. The industry 
has been demanding the recognition of a higher debt- 
equity ratio up to 1:3. 

Another suggestion that has been put forth for 
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augmenting the linancial resources of the industry, 
both in the interest of expansion of the «>«iai.in£ units 
and setting up of new plants, is an inaease m the 
excise duty rebate tiom the present 25 per cent in 
the tirst year, 20 per cent in the second yeai- and 15 per 
cent in the third and subsequent years ot going into 
proaucuun of new capacity, to 6u per cent m the first 
year, 5u per cent m the second, 30 per cent in the 
third, 20 per cent in the fourth and 15 per cent in the 
subsequent years in the case of printing and writing 
papers and 50 per cent in the lust year, 40 per cent 
m the second, 30 per cent in the third, 20 per cent in 
the louith and 15 per cent in the filth and subsequent 
years in the case of ail other outputs ot paper and 
boai-ds. 

The thiid suggestion is that the upper litmi of Ks 
50 iaiuis lor institutional support shuuia be raised as 
the concept of the smallest economic sue ul an uite- 
giated puip and a paper piant has undergone a maveiial 
cnange in ihe recent past. Not to speaa oi 50/bU tonnes 
a day piant, even a luu tonnes a day piant is considered 
to be uneconomic m the present<aay conditions. Only 
plants having capacities to produce 300/350 tonnes a 
day aie now considered to be economic units. It is 
further suggested that deferred payment lacdities which 
the indigenous machmery manuiactureis aie aiforchng 
to the maustry should be made comparable to what the 
foieign suppliers oiler. 

ft may be difficult to prevail upon the Finance 
Minister to agree to a high excise duty concession to 
the industiy, but liberalisation of the equity-debt ratio, 
uicrease in the upper limit lor institutional finance 
and hberalisation of the deferred payment facilities 
should not pose insurmountable hurdles. The fertiiuer 
industry, for instance, which is also a highly capital- 
intensive industiy like the paper industry, is allowed a 
debt-equity ratio of more than 1:2. In the case of shipping 
companies this ratio is even higher. As regards insti¬ 
tutional finance, the raising of the ceiling on it will 
only mean recognising the change in ciicumstances. It 
should not be difficult to raise the ceiling as the 
resources of the institutional financing agencies can 
be easily augmented through larger borrowings by 
them in the market or from the government. Increased 
assistance from financing institutions should also make 
possible liberalisation of the deferred payment facilities 
by machinery manufacturers. 

The raw materials problem of the industiy has also 
to be tackled equally expeditiously; unless adequate 
raw materials are ensured, expansion of the industry 
will obviously have no meaning. Notwithstanding the 
increased use of hard wood and bagasse in the recent 
past, the industry is still depen^nt to a great extent 
on bamboo as raw materiaL But not only our bamboo 
yield per acre is low—just about a tonne per acre— 
the gregarious flowering of our bamboo species thi-eaten 
shortages of this raw material periodically. If scientific 


methods are used for growing bamboo, the yield, it is 
stated, can be raised at least foui' times. The flowering 
of bamboo can similarly be controlled to some extent. 
But even if bamboo resources are augmented, they 
wilt not be sufficient to meet the projected demand. 
Wc will have to diversify the pattern of use of raw 
materiais with a view to reducing dependence on 
bamboo. Significant progress, no doubt, has been made 
m tills regard by using hard wood. But this trend 
apparently needs to be accelerated. Besides, agricul¬ 
tural residues will have to be made use of. 

It is, indeed, encouiaging that the forest depart¬ 
ments of almost all the states have become conscious 
of the raw materials problem of the paper industry. 
They are undertaking establishment of plantations of 
[ast growing species of puip wood. But due recognition 
to another problem of the industry in regard to raw 
material supplies, perhaps, has not yet been given. It 
is that at present nearly 60 per cent of the delivered 
cost of raw materials at mill sites is accounted for by 
transportation charges from forests; only 40 per cent 
of the cost is on account of royalty and extraction 
charges. If the transportation expenses can be reduced, 
the cost of paper manufacture should go down substan¬ 
tially. The industry’s plea that the new plantations 
should be established in medium and low elevations 
withm the economic distance of paper plants deserves 
consideration. 

Greater use by the industry of the services of the 
institute of Paper Technology, Saharanpur, which has 
been set up with assistance from the Swedish govern¬ 
ment, should also go some way in solving its problem 
of raw materials. The concern expressed by the 
Minister for Industrial Development, Mr Fakhruddin 
All Ahmed, at the first meeting of the reconstituted 
DCPPAl, held in the capital a few days ago, will be 
shared widely. This institute not only aims at impart¬ 
ing training to operatives and middle level supervisors, 
but also undertakes research in various problems of 
papci manufactwe. 

If the need for substantial expansion in the paper 
industry during the fouith Plan period is i-ealised, the 
task ahead for the manufacturers of machinery and 
equipment is no small. It is a matter of gratification 
that over the last few years, considerable capacities 
have been created in the country for the production 
of plant and machinery for the paper and pulp industry. 
The position about the manufacture of such equipments 
as calendering and finishing equipment, continuous 
digestcMs, disc repairs, etc., may not be quite satisfac¬ 
tory, but it is possible now to procure a major part of 
a pulp mill and other ancillary equipment within the 
country. The machinery manufacturers, however, will 
do well by keeping themselves abreast of the lequire- 
ments of their consumers which are bound to alter 
as the economic scale of paper and pulp production 
undergoes further change. 
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Facts and Faces in February 


ADDKESSH^U THE conference on economic outlook 
held in Calcutta on Januaiy 24, Mr L. K. Jha, Governor 
of the Reserve Bank of India, expressed satisfaction 
at the fact that “even businessmen are looking and 
sounding optimistic" at the beginning of 1969. "1 attach 
great importance to this”, said Mr Jha, “because tradi¬ 
tionally businessmen go about with a long face 
throughout January and Februaiy. They know that 
at the end oi Febiuaiy comes tiie budget and they 
believe that if they look and sound sufficiently miser¬ 
able, they will perhaps evoke some sympathy in the 
hearts of the authorities”. Mr Jha however made it 
clear that he did not have “the faintest idea of what 
will be going into the budget" and that no one should 
seek in his speech any kind of inkling into budgetary 
secrets. 

Ml- Jha's analysis of the economic situation is 
likely to create a feeling of complacency in the union 
Finance Ministry. He referred to the "ti-emendous 
improvement” in foodgrains production, the increase 
in exports, the stability in prices and the gradual lifting' 
of recessionary conditions. He also dwelt on the recent 
trends in the capital and share maikets and observed, 
“Clearly, the conditions are most favourable from the 
resource point of view for the launching of new pro¬ 
jects, large and small". It is true, of coui'se, that there 
are signs of improvement in many aspects of the 
economic situation. But this docs not certainly obviate 
the need for appropriate adjustments in the tax policy. 
So long as personal and corporate taxation continues 
at the current levels, the process of recovery from the 
recession cannot gather vigour and speed. 

Mr Jha admitted that "not many new projects are 
being launched". This will be clear from the fact that 
the number of projects sanctioned by the government 
declined from 1,170 in 1961 to 467 in 1967 and to 186 
in the fii-st half of 1968. At the meeting of the Central 
Advisory Council of Industries held early this month, 
figures were quoted to indicate the lack of sustained 
enthusiasm in the capital market. It was emphasised 
that the capital market had not been reviving rapidly 
because of the low rate of dividend against the 12 per 
cent interest on fixed deposits from the public and 
10 per cent on debentures and preference shares. Nearly 
three-fourths of the capital offered to the public had 
to be underwritten. It was suggested that to revive 
the capital market, it was necessai-y to reduce company 
tax from 55 to 45 per cent. Other suggestions made 
at the Central Advisory Council as well os at the 
conference in Calcutta included abolition of the surtax 
on companies, exemption of shares from the wealth 
tax and withdrawal of the 10 per cent surcharge in 
the tax on personal incomes. Equally essential is a 
cut on excise duties on many raw materials and con¬ 
sumer goods. 

Since tax constitutes a substantial portion of the 


prices of many products, a reduction in excise ia 
necessary to stimulate consumption especially in the 
rural areas, where purchasing power now stands high 
because of the abundance in agricultural production. 
Only by inci-easing consumption will it be possible ip 
create a large and growing demand for the products 
of industries many of which still continue to function 
with sizable idle capacity. 

Mr Jha expressed concern at the foreign exchange 
outlook for 1969. He said that in the current year we 
shall have a fairly heavy debt repayment burden and 
some increase in import payments as economic activity 
gathers momentum. He added that the nature of 
external assistance in 1969 was not easy to predict 
though a certain amount of aid inflow was assured 
because of the aid agreements in respect of past cona- 
mitments recently signed. It is all the mdre important 
therefore that our fiscal policy should fkeilitate a larger 
inflow of equity capital from abroad. This country’s 
reputation as being one of the most heavily taxed 
nations in the world is hardly conducive to attract 
foreign investors. The flow of foreign private equity 
capital into oui* private sector has been meagre, being 
only Rs 3.2 mores in 1961, Rs 3.5 Ciores in 1M2, Rs 
3.8 crures in 1963-64 and Rs 1.9 crores in 1964-65. Mr 
Morarji Desai therefore would do well to adjust tax 
rates suitably so as to create confidence and enthusiasm 
among entrepreneurs, Indian and foreign, so that 1969 
may truly become a year of revival. 

Ml- Jha said that a major problem at present was 
to identify areas of investment. He observed, "Because 
in the recent past, most industries in which people 
used to invest without too much thinking, have been 
facing conditions in which supply has been in excess 
of demand, there is an understandable hesitation in 
making fm-thei- investment in them". But such a 
situation was caused not so much by reckless invest¬ 
ment by businessmen as by wrong official policies 
which aggravated the recession. Mr Jha is, of course, 
right in stressing the need for a study of the new 
opportunities for investment particularly in industries 
for which plant and machinery can be supplied from 
indigenous sources. But what is even more ufgent is 
to prevent the collapse of such traditional industries 
as jute goods, cotton textiles, tea and sugar. The studies 
conducted by the Reserve Bank from time to time on 
the finances of major industries have clearly revealed 
how their profitability has been sei-iously eroded 
because of high taxa^n on the one hand and tite 
arbitrary increase in wages, on the other. In framii^ 
the budget, therefore, the Finance Minister will also 
have to bear in mind the imperative need to ^ve 
substantial relief to the traditional industries which 
play a vital role in earning foreign exchange and in 
providing employment. The Iqst day of February will 
reveal whether the hopes or fears of businessmen will 
be nipped in the bud(get). 



January 31, 1969 


EASTERN ECONOMIST 


YES! 

You can obtain 
Produot bnprovofflont 
with Cost Roduotion 
In your Indust^ 



EXTROSIOIIS 

Lightness, corrosion resistance, good 
surface finish, along with strength and 
combination of properties—you can obtain 
all at low cost with HINDALCO Aluminium 
Extrusions. There are endless applications 
in every industry using fabricated metal 
shapes as components of assembly. A sin¬ 
gle aluminium extruded shape substituted 
for other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduction in cost. 

Extrusions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal properties needed in a wide range of 
sections—rods, bars, angles, channels, tees, 
zeds, I-beams, H-sections, hollow shapes 
or semi-hollow shapes or special shapes. 
Why not investigate the possibilities of 
Aluminium Extrusions application in your 
industry? It will pay you handsomely to 
do so I Please write to: 

HINDUSTAN ALUMINIUM 
CORPONATION LTD. 

Works ;lienukoot, U.P. 

Offlcss; BOMBAY 
JELHI-CALCUTTA-MADRAS 
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EMBLEMS OF QUALITY 
KORES-PONDENCE 


For the past 80 years 
the House of Kores has 
/ made important and 
significant contributions to 
the overall progress of 
office equipment technology. 

Behind the Kores emblem 
there is more than half 
a century of international 
technical know-how. In India 
^ today, with more than 
30 years' experience, 
‘Kores are leading in the 
\ field of office supplies, 
for which Kores Is 
^famous the world over. 


To keep constantly abreeel 
of world development, 
Kores maintains the meet 
advanced laboratories 
where research is an 
unremitting process. 

At our Thana Factory, 
ceaseless efforts are 
made to test new 
materials and production 
methods with completely 
new machines and . 
equipment. That is why 
modern offices can rely- 
upon Kores typewriter I 
and duplicator supplies, 


foil’// /7nrf Mt tfnMm of qualify Kores-pondanca all war Ota werU 

/ AMlwdim' lirMlona * Barlln * Bombay * Bruttalt * Buanoa Alraa • Cairo * CMIo ‘ Coponhagan * Oussaldorf' FranKISa 
.UWm* Uodon' Milan * Haw Vork ■ Osaka' Oalo ■ Baris ■ Rio Os Jansiro * Roms' Sae Paulo • SlecMiolm * Vlanna ‘ ‘ffr'dtlllgi 1 Irisil 




KORES (INDIA) LIMITED 

Ragd. Offlca: Poal Bag No. SSSS. Plot No. 10, Off Halnoa Road. WwM, Bofflba^» WB 
Pbona: BT34S4. CaMoa A Srams; IfORESCARIO' ■omb^-Warff 
Admn. Oflico and Faelory: Hulatma MaruU Road, Thana (Waal). P'honas: gillH (4 ffnoa) iMtar-IMIlff TalstitTI . 
■ranchos: Ahmsdabad ■ Amritsar • Bangaloro ■ Bareda ■ Calcutta* Colmbatora * dalpar * Saiiliaa * Mydwbbgd * Ihdora * Kanpur 

Madras * Madurai * Nagpur * Now OalM * Patna* PaaM 
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DR. A. APPADORAI 


ON DECEMBER 23. 1868. Mr C. M. Poonacha, Minister for 
Railways, made the following statement in the Rajya Sabhn 
In answer to a question • — 

As regards policy mattera. the ministers ore responsible. 
As regards certain operational matters, they are not direct* 
iy responsible. 

I.ater. in answer to further questions, he clarified his position; 
As regards day-to-day operations there ate various types 
of operations and several things happen, and I am account¬ 
able to this House to furnish all the information and 
to satisfy the House ns to what measures we have to take 
to control such things. 

Do the two statements adequately set forth the conception 
of ministerial responsibility in a parliamentary democracy? 
That several members were not satisfied with the statement 
is clear from the fact that there were several supplementary 
questions; one member even remarked that the constitutional 
doctrine that Mr Poonacha had pronounced fhat day relating 
to ministerial responsibility was "a strange and unheard of 
doctrine” and that it must not go unchallenged. Clearly, an 
authoritative clarification is called for from the Prime Minister 
on the subject, because Mr Poonacha has not been the only 
minister in holding the view stated. A former Finance Minister 
‘taid in Parliament on February IB, 1950: 

It has never been the principle that whatever happens, 
the minister must unqueslioningly accept responsibility 
... the discharge of this responsibility must not necessarily 
roBiilt in the minister concemej offering his resignation 
or in that resignation Iwing accepted. 

In the famous Mundhra Enquiry (1953), Justice Chagla 
«>xplained the doctrine of ministerial responsibility thus ; 

.. the doctrine of ministerial responsibility has two facets. 
The minister has ccmplete autonomy within his own 
sphere of authority. As a necessary corollary he must 
take full responsibility for the actions of his servants. It 
is true that this may throw a very great burden on the 
minister because it is impossible to expect that in a highly 
complicated system of administration which we have 
evolved the minister could possibly know, leave alone 
give his consent to, every action taken by his subordinates. 

But it is assumed that once the policy is laid down by 
the minisier, his subordinates must reflect that policy and 
must loyally carry out that policy. If any subordinate 
fails to do so, he may be punished or dismissed, but 
ho«'ever vicariously, the responsibility of his action must 
be assumed by the minister. 

CiRrificatien Ntcdad 

I suggest that Justice Chagla's exposition needs further 
clarification, for the question arises; what is the nature of 
the “vicarious responsibility" to be assumed by the minister, 
and, in particutar, is he bound to resign for any shortcoming 
in his ministry? 

While we are not bound to occept the ideas and prac¬ 
tices from Britain'or anywhere else, they will surely help 
us to evolve our own, especially because Britain has had for 
aeveral decades the experience of modem parliamentary demo¬ 
cracy. which we are trying to work. 

The Classic statement of July 29, 1954, on the subject by 
Sir David Moxwdl Fyfe. Home Secretary, in the famous Crichel 
Down Case is relevant. Sir David enumerated four different 
categories of cases in which there mi^t be parliamentary 
criticism o( a department; 

1) Where a dvU servant carries out an explicit order 


by a minister, the minister must protect the civil servant 
concerned. 

U) Where a civil servant acts properly in accordance 
with the policy laid down by the ntinister, tte minister must 
equally protect and defend him. 

In these two categories of cases, if a mistake occurs, no 
doubts have been entertained that the minister protects the 
civil servant by tendering bis own reslgnatiim. for he bad 
issued tile specific order, or had formulated the policy. In 
1917 Sir Austen Chamberlain, as Secretary of State for India, 
re.»igncd alter tiie report of a judicial enquiry into the conduct 
of the Mcsuimtamian campaign for which he was technically 
responsible. In 1922 Mr Montagu resigned lor ordering the 
publlcatum of a telegram from the Guv(>inmtnt of India 
pressing for a revision of the Sevres Treaty w’ith Turkey, for 
which there was no cabinet sanction. 

Where Apology le Enough 

iii) Where a civil servant maketf a mistake or causes 
some delay but not on on important issue of policy and not 
where a clcitn to individual rights is seriously Involved, the 
min ster acknowledges the mistake and he accepts the respon¬ 
sibility although he is not personally involved. He states that 
he will take corrective action in the department. In 1044 
Herbert Morrison, Home Secretary and Minister of Urme 
Security in Mr ChurchlU’s war government apologised to Par¬ 
liament for a serious mistake which had occurred in the Home 
Office -their lapse for three years in laying before Parliament 
the regulations made under the National Fire Service Act. 
which alone could have given proper parliamentary authority 
for the National Fire Service. “So I went down to the House 
of Commons" relates Morrison, “and to its consternution 
explained what had happened, .nnd confessed my guilt, sincerely 

apologizing 'in italics' for the offence_ As u whole the 

House was generous”. Morrison corrected the mistake and 
continued in office. 

Iv) Where action has been taken by a civil .servant of 
which the minister disapproves add has no prior knowledge 
and the conduct of the official is reprehensible, then there is no 
obligation on the part of the minister to endorse what he be¬ 
lieves to be wrong, or to defend what are clearly shown to be 
errors of his officers. The minister is nut bound to approve of 
action of which be did not know, or which he disapproves. But. 
of course, he remains constitutionally responsible to Parlia¬ 
ment for the fact that something has gone wrong, and he alone 
can tell Parliament what has occurred and render on account 
of his stewardship. 

What does all this amount to? 

A minister is responsible to Parliament for tiie efficient 
administration of tbe department entrusted to him; be must 
be vigilant that the administrotion is honest, impartial and 
efficient, and that no rights of the faidlvidual are tampered 
with except according to law. The administration must, neces¬ 
sarily, be left largely to the civil servants, who should carry 
out the policy approved by the minister. 

Where a mistake occurs, and it is clearly due to an order 
of the minister, or the action taken is in accordance with 
the policy approved by the minister, the minister must resign 
his place. Where the mistaken action has not had the approval of 
(he minister or is not in accordance with his policy, but due 
to the inefficiency of one or more civil servants, the minister, 
should take Parliament in confidence, apologize for it, and 
should resign his place if the mistake is a serious cne, on the 
ground that though be had not given a specific order, his 
overall responsibility for the department includes a duty to 
have an eye on what goes on. Where the mistake ia not a 
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serious one, or where it is due to fraud or to ^a wilful dia- 
obedience on the part of a civil servant, whieb in spite of 
vigilance on the part of the minister he could not have in 
the circumstances been rcasonabljr expected to detect, he need 
not resign his place. But here again, he must take Parllmnent 
into confidence, and explain bow the miatake arose and how 
the circumstances were such that he could not reasonably be 
expected to be aware of the mistake or to correct it in time. 
The opinion of Herbert Morrison, with his years of experience 
as a memlier of Parliament and as a minister, is entitled to 
weight: ‘‘It n mistake is made in a government deparUnent, 

the minister is responsible even if he knew nothing about it_ 

It is, however, legitimate for him to explain that something 
went wrong in the department, that he accepts responsibility, 
and npolugires for it, and that he has taken steps to see that 


such a thing will not happen again..'.. In all these matten, 
it is well lot the minister to be forthcoming in Parliament. 
Unless the matter la excejitionally serious, nothing is lost by 
an admission of error. The House of Commons is generous to 
a minister who has told the truth, admitted a mistake, and 
apologized; but It will come down hard on a minister who 
takes the line that he will defend himself and bis department 
whether they are right or wrong or who shuffles about evasively 
rather than admit that a blunder or an innocent mistake has 
been made". Ministerial responsibility means that a ndnliter 
is accountable to Parliament for the satisfactory working of 
the department, not necessarily ministerial resignation for 
every mistake that has been made; that depends on how far 
Parliament is satisfied that the mistake, so far as the minister 
is concerned, was unavoidable in the circumstances. 


Social and Economic Benefits of Standardisation 

S. K. SUCHDEV 


THE EXPANSION of the present technologies and the pro¬ 
jection of new ones along with our industrial progress will 
call for an increased activity by the fiidlan Standards Institution 
(ISI) in the field of standardization for codes and standards 
at natianal as well as company level. As our country is in 
the developing stage and has still to make substantial progress 
in building new indu.strie.s and refurbishing old ones, the 
following basic points are of great importance. 

1. Reduction In the cost of production and distribution 
by eliminating waste, increasing the skill of our wor¬ 
kers and manufacturers, promoting scientific leseatch, 
and applying its discoveries to labour-saving devices 
and new articles of use; 

2. Assurance that the benefits from the reduc-^d coats 
of production and distribution are passed on to the 

consumer by way of lower prices; and 
With reduced prices, the people will be able to buy 
more and thus help in the establishment of nsw 
enterprises, more jobs at higher wages, and ever-rising 
standard of living. 

In today’s complex production systems, meaningful variety, 
as opposed to meaningless product differentiation, to achieve 
the desired progress is directly dependent on the effective use 
of standards and the expansion of standardization activity at 
all levels, that is at international, national, company and 
individual levels. In fact, only through the use of standards 
the productive potential of modern industrial techniques can 
be realised. 

Economic Prosperity 

standardization in Industry and technology is much more 
Important in relation to cconranic and social prosperity than 
is generally realized. Industrially, it defines materials, plant, 
equipment, processes and practices which render production 
most efficient and economic. It avoids waste of time, material, 
labour and capital Involved in the production of manifold 
types, qualities, and sizes of commorllUes, I'quiixnent and 
materials used to satisfy essentially the same purpose and fixes 
the dimensions of Intcr-relatcd component parts of equipment 
in a way that ensures their interch^eabllity. Standards arc 
so lormidated that they ensure economy, safety, efficiency 
and convenience in the maintenance and operation of plant 
and equipment. It also otters the means by which the 
advances in science and technology can be fully applied to 
productive processes and practices without a time lag which 
often deprives the community of much of the value of selentUic 
researeb 

Commercially. It provides a basis for specifying- ntanu- 
facturlng, testing, and buying which places tenders on a 
comparable basis both In domwtic and foreign trade. Thus, 
it renders competiUve trade equitable and intelliilUe « 
between suppliers and between suppUers and purchaaeis. 

From the point of view of both commercial and consumer 


interests, standards place on goods a reliable quality distinction 
that equips the average purchaser with a substantial degree 
of that expert discrimination possessed by experienced buyers. 
They enable the buyer and seller to speak the same language 
and to benefit from purchasing on a basis of the three factors 
—price, quantity and quality—without which there are no 
effective means of interpreting value. 

Wide Application 

The widest practicable application of the principles of 
standardization is essential for technological progress, and the 
most economic utilization of resources, so necessary to develop 
and maintain full economic strength and security. This 's 
achieved by: 

a) the elimination of waste of manpower, materials and 
productive resources on a large scale, which In 
turn substantially increase production and correspon- 
ingly reduces costs of production, distribution and 
servicing; 

b) reducing the relative cost of commodities purchaseil. 
and the works undertaken by the government and 
public authorities, thereby effecting considerable eco- 
nomies in expenditure; and 

c) attaining and maintaining higher quality standards in 
commodities and services. 

Fur the reason stated earlier, standardization increases 
the quantity and quality of goods and services available to 
the people in relation to costs and tliereby considerably raises 
living standards. Especially, when this activity is aided by 
the use of certification marks or we may say 'Standard Marks', 
it assists the consumers in comparing quality, in purchasing 
goods beat suited to the required purpose, and in obtaining 
better value In relation to price. 

Keeping in view all the social and economic benefits of 
standardization, the Government of India set up the national 
standards body, l.e., the Indian Standards Institution (ISI) 
in 1947 to quicken the tempo and pace of industrial development 
in the country. Through a process of intensive consultation 
among all tto interests concerned—producers, consumers, 
scientists and technologists representing industry, trade and 
government—the Institution formulates standards which are 
designed to ensure the widest possible acceptability. So fan 
ISI has issued over 4,700 standards covering a wide variety 
of subjects ranging from artides of daily use to various indus¬ 
trial products and materials. For the imptementatlon of 
standards ISI Is operating a Certification Marks Scheme which 
was launched In 10S2 under an Act of Parliament and which 
provides a third-party guarantee to the consumer that the 
product purchased coBfbnns to the relevant Indian Standard. 

Under this scheme, ISI Issuef licences to manufacturers 
for marking their products with ISI BSarks. Among the 
various products covered under thia edieme are eiAlas, etaM 
products, dsctric motors, jute and jute pro(hieta, plywoad. 
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biandti, babr food, coffoe, doctric goodi and roady^nlzod 
points and ananiHls. Tte ▼able of goods covaiad undsr tbs 
ISI CtrtificaUim Marks Scheme Is approximately Bs 8,6S0 
million. The use of ISI Marks has been made compulMiy 
tor the export of several items sudi as steel and steal vraducts, 
aluminium utensils, and pesticides and their fonnulations. 
This bad a salutary effect on the quality of our products and, 
consequently, on the expansion of our export trade. 

On the recommendation made by the Planning Commission 
and at the request of the Government of todia, the ISI took 
up the Steel Economy Programme in 1954. This project consisted 
of (a) evolutlim of new standards for sted products, (b) laying 
down codes of practice for fabrication and use of structural 
steel in buildings, and (c) popularisation of welding in the 
country. 

The aim of the steel economy project was to achieve 
economy in the use of structural steel by adopting standards 
from the stage of mroducticm of structural steel through design¬ 
ing, fabricating and erection to the maintenance of structures. 
In production, considerable emphasis was laid on rationalization 
of dmpes'and sizes of sections, whose designs had been frozen 
years ago. The development of new standard sections by 
ISI enabled a saving of over 10 per cent on steeL All the new 
mills installed in recent years in this country or to be installed 
in the future are to produce these new sections. Cold4oimed 
sections made from strip are now being standardized; It is 
estimated that this will involve a saving of up to 40 per cent 
of materiaL Standards tor welding equipment and accessories, 
and codes for welding practices have been developed to provide 
further economies on steel by eliminating the wasteful process 
of fabrication involved in riveting. Similarly, improved design 
codes for steel structurals now enable Indian engineers to 
use mote rational safety factors and loading criteria and 
permit the use of more economical and up-to-date formulae 
for derign. 

Rtductlon in Vnrittiti 

One part of this project was omcemed with the rationali¬ 
zation of the varieties of alloy and special steels required for 
miscellaneous industrial uses. The import of equipment and 
expert knowledge from all parts of tlw world had generated 
in our country a donand for well over one thousand types 
of alloy and special steels, including tool steels. This was 
not only wasteful, but also precluded the possibility of 
developing indigenous production, which would be extremely 
uneconomical in view of the limited demand for each type 
of steel. Through systematic study and co-ordination, it has 
been possible to reduce the varieties to 166 and a further 
reduction to less than 70 is being attempted. The result is 
apparent In the development of production facilities of alloy 
and special steels at Bhadravati and Durgapur. In the final 
selection of the standard types of steel, due consideratlan had 
been given to minimize the use of imported elements such 
as nickel and molybdenuin and to encourage the use of indi¬ 
genously available manganese and chromium. Guidance to 
users in choosing steels suited to their particular requirements 
has been provided in IS: 1670-1865 Comparison of todlan and 
Overseas Standards of Wrought Steels for General Engineering 
Purposes. 

On a conservative estimate about SO per cent of steel 
might be saved if measures now available to the eng'neers 
were fully Implemented. To have a proper assessment of the 
saving in structural steel through Implementation of the stan¬ 
dards, the National Council of Applied Economic Besearch, 
(NCAEB) mode an exhaustive study and estimated that a 
total savii^ of 23.0 per cent was achieved during the second 
five-year Han period. 

The headway made in this project, bearing upon the 
economy aqiect of standardization bM not only reacted in 
the conservation of the country’s resouroes but has also won 
a measure of IntemationBl recognition as is evident from 
the help sought on steal standardisation by Latin American 


countries. These countries took a keen Interest in the work 
done by us with regard to sta n dardization of steal projects. 
On the recommendation of the Economic Commission tor 
Latin America (ECLA) in October 1956, a sinular project 
was undertaken in cooperation with the Pan American 
Standards Committee, the Latin American Ircm and Steel 
Institute and the Organisation of American States in the 
year 1961, tor which ISI rendered assistance by way of training 
standards engineers. 

The pioneering work done by ISl in the field of standardi¬ 
zation and rationalisation of steel rolled sections has also 
attracted the attention of ISO. As a result, India has been 
entrusted to bold the secretariat of the International Working 
Group ISO/TC 17/WQ 6 Dimensions of Hot Boiled Steel. 
Soction. 

For achieving economy and efficiency in the exeeutint of 
river valley projects, particularly in the context of the expand)- 
ing activities in this sector of nation-building aciiviiy, 
standardization work in multipurpose river valley prcjects was 
taken up by ISl. 

Conkidtrabie Saving 

A large number of committees were set up to undertake 
the work of formulation of standards and their tmplementatlan. 
This standardization activity gathered further momentum with 
the Government of India deciding to spend a large sum of 
money cm irrlgatiim and power schemes during the fourth 
Plan period, which is roughly one and a halt times the 
amount proposed to be spent on bousing and water supply. 
It is, therefore, obvious that even a small percentage of savings 
achieved in the outlay on irrigation and power projects will 
result in considerable overall savings. 

Another major project which has been taken up recently 
is the drawing up of a National Budding Code which opened 
a new chapter on standardization work and is oa important 
as some of the earlier projects such as steel economy and 
multipurpose river valley projects. This code Is intended to 
serve as the basic document to regulate building activities 
throughout the nation, giving ail the relevant information on 
building design and constructiem work applicable to different 
parts of the country. Becently, the Guiding Committee which 
is responsible for the formulation of the code held its first 
meeting under the chairmanship of MaJ-Gen Harkirat Singh, 
Adviser (Construction), Planning Commission, and decided . 
that this code would comprise ten parts dealing with definitions, 
administration, general building requirements, fire protection 
(or classifications of buildings and requirement based on 
occupancy), building materials, structural design, construction 
practices and safety, building services, plumbing services, and 
signs and out-door display structures. 

The main aim of the National Building Code is to rationa¬ 
lize, unify and bring up-bMiate the various outdated building 
bye-laws and handbooks adopted by various construction 
agencies including government departments, municipalities and 
other local bodies. 

There are quite a good number of other examples which 
can bo very easily quoted to highlight the economy achieved 
in national resoles through standardization. Standards have 
lowered costs in automobile batteries and lamps. X-ray tubes, 
cables, etc. As examples of ISl’s numerous contributions in 
several other fields of standardization may be mentioned 
ushering in the use of aluminium as an electric conductor fh 
place of scarce capper, adoption of the Indigenous Ennore sand 
as a substitute for Leighton Buzzard sand imported from the 
UK for the testing of cement and facilitating the utilization 
of the waste blast-fumance slag for producing portland cement. 
Especialiy, ISl has done pioneering work on metriclzatlon, 
cmniiany standardization, training of standards engineer, etCM 
which are of great hrip in generating stsndards-consclnusncss 
among the public. 
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Focus on Fertiliser Production 

A. 8ACHI0ANAN0AM 


OUR COUNTRY has made aubsUottal progress in developing 
Ita fertiliser industry during the three Plan periods. The pro- 
ductlOD of nitrogenous fertilisers has increased tan-fold during 
this period. Increases have also been recorded In the produc¬ 
tion of phosphatic fertilisers. While these Increases are im¬ 
pressive, any satisfaction in this regard has to give way to 
sober thinking when we compare our position vis-a-vis the 
world production and consumption of fertilisers (see Table 1). 

It is clear that our production in relation to such countries 
us the USA, the USSR, Japan and West Germany is small. Our 
position in this respect does not compare favourably even with 
such countries as Bulgaria, Spain and the UAR. Besides, our 
consumption of fertilisers has grown in such a way that the 
gap between production and consumption would continue to 
widen unless efforts are made to augment production. 

The Minister for Petroleum and Chemicals is hopeful that 
a capacity of five million tonnes would be established by 
1975-76. If we achieve this target the farmer will feel assured 
of fertiliser supplies for which we are at present dependent on 
the availability of foreign exchange. While the minister feels 
that a total capacity of 2.19 million tonnes by 1070-71 and 3.5 
million tonnes by 1072-73 would be established, one may be 
sceptical whether our policy in this respect would lead us to¬ 
wards the achievement of this goal. There are several propo¬ 
sals pending approval before the authorities concerned. The 
process of approval is indeed time-consuming, particularly when 
foreign exchange commitments are involved. It is important 
to examine the proposals taking into account the present 
as well as the future demand lor fertiUsers of the cultivating 
population. It is also necessary to foster growth of the public 
sector to the maximum and supplement it by adequate deve¬ 
lopment of the private sector. It is in this connection that em¬ 
phasis needs to lie laid on evolving a suitable approach for 
Increasing production. 

iDdiKtriai Policy Resolution 

The Industrial Policy Resolution of 1956 which continues 
to govern oOr approoch to industrial development emphasises 
the growth of tlw public sector and the co-operative sector for 
accelerating the rate of economic growth. The resolution states: 
"It is urgent to reduce disparities in income and wealth, which 
exist today, to prevent private monopolies and concentration of 
economic power in different fields in the hands of small 
numbers of individuals. Accordingly the state will progres¬ 
sively assume a predominant and direct responsibility for setting 
up new industrial undertakings and for developing transport 
facilities. At the same time, as an agency for planned national 
development in the context of the country’s expanding economy 
the mdvate sector will have the opportunity to develop and 
expand”. This policy has been pursued In respect of the ferti¬ 
liser industry. The Fertiliser Corporation of India has beat 
constituted with the same end in view. The private sector has 
also made some progress in this field as may be seen from 
TaUe II. 

During the first three Plans, the growth of the fertiliser 
industry took place primarily in the public sector; its share 
was as high as 96 per cent ol the total installed capacity. 

• 

The Industrial Policy Resolution has been underlined and 
elaborated in the approach of the Planning Commission to the 
fourth Plan. The Planning Commission wants to "bring about 
conditions within which the maximum utilisation of capacity 
already built up is achieved; ensure that new investments are 
undertaken in accordance with plan tn'iorlties making due 
allowance for long gestatim-projects, particularly those dictated 
by the need to Increase exports and limit depoidence on im¬ 


ports; encourage the emergence ol widespread entrepreneursh^ 
and a greater diopenal in the ownership and control of indus¬ 
tries”. Presumably tt is in this context that many proposed 
fertiliser projects are being examined. How maav of them 
would stand scrutiny and secure approval remains to be seen. 
ContinuotM and rapid economic growth is possible only when 
the approach of the government is realistic. The problem of 
acute Portage of fertilisers needs to be viewed in the context 
of heavy imports and the consequent continuing drain on dur 
foreign exchange resources. The government should, to the 
extent feasible, undertake setting up of heavy industries and 
should simultaneously encourage entrepreneurial talent for 
forming a democratic base for our industrial system. 4Sncourag- 
ing the established industrialists to set up industrial units is 
Imperative (or stimulating the pace of economic development 

Important ConsMoratlons 

vruie the objective of preventing concentration of wealth 
and economic power in a few hands and equity in the distribu¬ 
tion ol income needs to be taken care ot it apnears prudent to 
base decisions on more important considerations such as in¬ 
creasing agricultural produ^vity and economic growth, and 
comparative economic efficiency. Sir Donald MacDougall has 
in an interesting discussion on creating export potential for 
promoting exports observed that “it is essential to go all out 
for maximum economic efficiency and low costs, even if this 
cunfUets with other considerations... Where economies of scale. 
are important it is vital to concoitrate on large plants even if 
it means less rational dispersion of industry and more con¬ 
centration of economic power". Similarly in one of his talks on 
“Approaches to Economic Development in Emerging Nations" 
Dr Max F. Millikan observes, “Equity in distribution of income 
is most commonly talked about, though it is specifically lack¬ 
ing in the developing countries. But hastening towards equal 
disUribution at early stages would amount to distribution of 
poverty and hence increasing productivity must be the sine qua 
non of the policy." 

Unless special measures are taken, the supplies ol ferti¬ 
lisers are likely to be a major impediment It would be 
essential to make arrangements for the speedy establishment ol 
requisite number of factories with sufficient capacity to pn>- 
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duee fertUlsen Indlcenoualy though this may cause leraporuy 
atrabu on our reaourcea necuiitati^ adjustmenU in our foreign 
exchange podtion. 

The Minister for Petroleum and Cbemlmais, hopes 
that fertiliser prices in this country could be brought down by 
30 per cent in the next 10 years. The need for reducing fertiliser 
prices is urg«>t because as Ibr Fisher has said “for much 


of the arable land of India the choice does not lie between 
inorganic and organic but between organic and no fertiliser. 
The only method of increasing the humus content of the soil 
Is then through the abdication of inorganic fertilisers, ao 
producing larger crops and making available larger organic 
crop residues. In this way and in no other is there any real 
hope of improving the organic status at the soil over large 
ureas of India”. 


TABLE 1 

COUNTBY-WISB PRODUCTION AND CONSUMPTION OF FERTILISERS 


('00 tonnes) 


Country Nitrogenous 


Phosphatic 


Potash 


Production (N) 

Consumption (N) 

Production (P205) Consumption (P205) Production 

Consumption 

1948-49 


1948-49 

1948-40 

1946-49 


1848-48 

1948-49 


to 

1965-66 

to 

to 

to 


to 

to 


1952-53 


1952-53 1966-66 

1952-53 

1965-66 1952-53 

1965-68 

1952-53 1865-66 

1852-53 

1965-66 

2 

3 

4 S 

6 

7 9 

9 

10 11 ' 

12 

IS 


Buluariu 

36 

2458 

France 

2520 

10397 

W. Germany 

5135 

14189 

Spain 

155 

3216 

USSB 

4258 

27120 

USA 

10804 

51610 

Japuu 

4072 

16150 

UAH 

71 

1600 

India 

236 

2376 

World total 

45211 

192009 


154 

2191 

NA 

2586 

8706 

4397 

3650 

8738 

3620 

788 

3455 

1580 

2805 

22820 

4660 

11729 

48205 

20220 

3850 

7750 

2300 

804 

2606* 

114 

631 

5626 

103 

42714 

175125 

60555 


NA 

B6S3 

8568 

3188 

15S80 

43391) 

S88U 

48S* 

1188 

147733 


NA 

4300 

4055 

473 

4420 

19635 

2345 

177 

115 

60941 


NA 

12576 

8192 

3079 

15040 

33668 

5460 

431* 

1343 

143994 


NU 

8412 

8981 

1645 

3430 

11756 

NU 

NU 

NU 

48169 


Nil 

18569 

23348 

3785 

23680 

25930 

NU 

NU 

,NU 

135672 


4 

3621 

6603 

395 

4220 

12430 

1407 

8 

51 

44848 


101 

9698 

11903 

1415 

18210 

28652 

6070 

9 * 

896 

119665 


* For 1964^5. 


Source: 'FerUitser Statistics 1966^7’ Pp. 295-305. Fertiiiset Association of htdla. 


TABLE U 

PRODUCTION OF FERTILISERS EXPRESSED IN METRIC TONNES OF N and P20S 


Factories in production of N ferU Users Factories In production of F205 fertUiiers 


Public Sector 


Private Sector 

Public Sector 

Private Sector 

No. of 

units 

InstaUed 

capacity 

(Tonnes) 

No. of 

imlts 

InstaUed 

capacity 

(Tonnes) 

No. of 

units 

InstaUed 

capacity 

(Tonnes) 

No. of 

units 

Installed 

capacity 

(Tonnes) 


Before 1950-51 

1 

10,000 

4 

1651-52 

1 

1,17,000 


1957-58 

— 


MB 

1858-59 

— 



1959-80 

1 

0,720 

1 

1660411 

2 

64,870 

1 

1981-82 

—• 

■— 

1962-63 

1 

eojwo 

•*** 

. 1988-64 

— 



1964-68 

— 



1965-88 

2 

1,00,000 

MB 

1966-67 

1 

5.770 

M- 

1867-66 

2 

1,25,000 

3 


11 

8418,860 

0 


0,89U 

3 

10.210 

9 

65,420 

— 

— 

—• 

1 

3,760 

— 

— 

— 

1 

12,190 


1 

3,700 

— 

... 

10,000 



— 

— 

— 

2 

72.000 

2 

13,490 

H,000 

— 

— 

3 

30,570 

-- 

— 

— 

4 

28,760 


** 

— 

2 

11,860 

— 

— 

•— 

1 

8.130 




1 

6,500 

.84,000 

1 

12.100 

5 

1,44,140 

11.800 

7 

1,07.160 

28 

3,24,820 


Compiled from data available in ‘Fertiliser News', June 1068 
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WINDOW ON THE WORLD 

World Monetary Outlook: 1969 

JOSSUYN HENNESSY 


LONDON: 

SIX LEADING batiks—Bardaya a( London, the Bank of 
America N.T. uid S.A., the Algemeoc of HoUand, the Basque 
NaUonale of Paris, the Oresdner of West Oermany, and the 
Banco Nazionale del Lavoro of Italy—^ave combined to finance 
a spectacular new venture—the multinational Societe Finan* 
ciere Europeenne, with the object of aiding European and other 
companies to modernise and to expand through long and medium 
term loans, equity financing, and advisory services for acquud- 
Uons and mergers. 

The massive funds and combined expertise of these banks 
lend authority to the lengthy report on the world monetary 
outlook for 1M9 Just published by the Societe Financiere 
Europeenne to mark its inauguration, of which I here offer 
you the highlighls. 

The six banks kick off by breezily pronouncing that the 
three currency crises, which the international monetary syatam 
weathered in IMS, will not be the last! The problems of 
maintaining full employment and price stability are shared 
by all the major countries, which agree that solutiaas must be 
sought while maintaining international monetary order. They 
also recognise that it is essential to accommodate differing 
rates of change in national Incomes, prices, and costs, within 
a state. 

Thu Oeihr 

The six banks expect that international conlidenco in the 
dollar will not falter In 1969. There should be no critically 
large movement of funds out of dollars into gold or other curren¬ 
cies. They expect President Nixon to follow "appropriate" 
poUciw towards inflation and the balance of payments. 

After the sharp advance of 1968, the pace of activity will 
temporarily alow, as higher taxes and smoller increases in 
government expenditure restrain private demand. This will 
lead to somewhat lower rates of interest in the first months 
of 1969. Part of the increase in interest rates in the past 
few months was o technical correction of the sharp drop m 
rates after the passage of the tax increase in July, 1968. 
Another factor has bem the widening belief that the business 
alow'down will be milder than expected and that Inflationary 
forces will continue to cause concern. 

Although businen activity in the latter part of 1968 
strengthened these beliefs, appraisals of the pattern of gains, 
plus recognition that the fidl impact of the fiscal restraints 
has yet to come, suggest that business expansion wlU slow 
down in the early part of 1969. The rate of increase in 
consumer spending will fall and federal government expendi¬ 
tures rise modestly through mid-1969. The GNP should also 
grow at a five per coit annual rate till then, so that the rate 
of Industrial expansion will decline and unemployment rise. 

The near-term outlook for the balance of payments is 
good. In the first halt of 1968, the strengthened budgetary 
posiUmt should improve the trade account. Unless the resurg¬ 
ence of economic activity in the second half of 1969 is more 
inflationary than expected, or unless the Vietnam war escalates 
unexpectedly, the surplus on goods and sendees should 
rise from that attained in 1968. At .the some time, 
the inflow of foreign capital for portfolio investments may 
not cimtlnue at the rmnarkably high 1968 rate, so the full 
impact of the Improvement in the trade position will not 
nebessarily lead to a further reduction In the balance of pay¬ 


ments deficit. Even if the deficit rose in the second half of 
1969, the six bonks foresee no dollar crisis. 

Tilt Franc 

Behind the measured terms in which the six banks discuss 
the French franc, I detect a distinctly nervous note. 

The events of May, 1968, have aroused tears concerning 
the French economy. Both foreigners and French citizens took 
large amounts of capital out of the country. The government’s 
re^tablishment of exchange controls in May, and of a premium 
on foreign securities traded on the Paris stock exchange, 
lowered the franc's high international prestige, and aroused 
fears of a devaluation, which caused the franc to fsU by 10 per 
cent in both the foreign bank note market and the gold market. 
The return to order was, however, rapid and in less than 
three months it appeared that the loss in industrial production 
fallowing the May-June strikes would be made up, so the 
government restored freedom in foreign security and exchange 
transactions in September. The franc returned to par. 

Nevertheless, the surtax on the income-tax, which the 
government Imposed in order to reduce the deficit in the 
budget caused by the rise in salaries, affected confidence in 
the franc, while the possibility of Deutsche mark re-valuatloq 
created speculative movements to the detriment of the numer- 
uus national currencies, notably the franc’s parity. 

The question now Is whether French companies can absorb 
the 10 per cent rise in salaries and social security costs without 
inflating their prices and diminiriiing their competitiveness 
abroad. To achieve this will be difficult but not impossible. 
The French guvernmoit will help the companies by investment 
allowances, a i-eduction of financial charges on bond issues, 
and by abolishing the payroll tax. The EEC agreed to allow 
France to impose temporary import restrictions only on 
condition that they are removed within six months. Tho 
industrialists will thus be encouraged to rationalise and tO 
increase co-operatimx with companies outside France in order 
to improve productivity. 

From this it follows that France must boost its capital 
expenditures. Where will the funds be found? 

During the next few months, the money market should 
be favourable, since savings are high. Rates tor long-term 
money will remain around eight per cent for the borrower 
and should begin to drop only if shortrteim interest rates 
decline. On the other hand, short-term rates remain high 
in most countries us a means of monetary defence. 

AdditioiM to long-term capital on the domestic market 
might come from Eurocurrencies, particularly EurodoUara. 
Many firms will try the Eurocurrency market for funds, since 
the risk of borrowing in foreign currencies is small for com¬ 
panies which export and receive income in foreign money. 

Short-term bank rates will remain tied to a large extent 
to the Bank of France's discount rate. Inflationary prenuras 
have recently compelled the govenui^t to restrain credit 
with the result that interest rates have risen. The only 
hope of a real easing in the money market rates is if balance 
of payments equiiibrltun con be achieved soon, 

“The evolution of the economy and of the balance of 
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payments should be watched during the next lew months 
because they could modily what happens in the second halt 
of luaS” an enigmatic conclusion! Watch out! 

The Guilder 

The Dutch economy is all set for prosperous growth in 1869 

Exports, largely as a result of the favourable conditions 
in West Gemiany, have contributed greatly to Holland’s 
recovery. In the first three quarters of 106!), export volume 
was about IS per cent above the level of the same period 
of 1967. and exceeded the forecast of 11 per cent for the entire 
year of 1968. 

A few months ago the Central Planning Bureau forecast 
that the volume of exports would rise by eight per cent in 
1969: this was lower than was anticipated for 1968. because 
the policies of some customer countries, which were reconsti¬ 
tuting their foreign positions, were adverse to Dutch exports 
After the forecast, a currency crisis, foUowcci by drastic 
measures, occurred in W'estem Europe. The measures taken 
by France, West Germany, and the UK will affect Holland’s 
foreign trade. West Germany's decrease in import duties 
should help Dutch exports, but as they also benefit Holland's 
competitors, much depends on the aggressiveness of Dutch 
exporters. France’s austerity programme need not hit Du'ch 
exports because Fr,'incc is not one of Holland’s major customers. 

The growth of total Dutch exports may slow down if 
domestic spending expands; public authorilics' spend'ng will 
rise again; the rise in private consumption may be limilcil 
if wage increases ciu) be kept reasonable. The rise in industrial 
investment which bitgan in 1968 continues, but credit squeezes 
are expected to keep it within .bounds. 

Holland’s export prices arc competitive. Wage costs per 
licrson employed, including .social charges, will rise by 6.S per 
cent in 1968-60 as against 8.5 per cent in 1967; labour pro¬ 
ductivity will rise by an average of five per cent. W.-^ges 
are. however, uncertain because the 1069 wage increases arc' 
Still being negotiated. 

Structural Unemployment 

Unemployment persists at the somewhat hlgli level or 2.3 
per cent, largely because' it is structural and regional. The 
government's efforts to combat structural uiicsnployment may 
reduce it In 1969. The b.ilance of payments presents no serious 
problem at the moment. On a transuclUm and se.ison(iUy 
adjusted basis, the current account, in the first six months 
of 1968. showed a surplus of $110 million against a dtficil 
of $1S million in the same period of 1067, For 1968, as a 
whole, a small surplus was expected, and for 1969 a surplus 
of $190 million. The measures taken by various countries 
in November may, however, alter these figures. Developmcn<s 
in West Germany are important because it is Holland’s biggest 
customer, taking about a fourth of Dutch exports. The export 
of natural gas should yield a sharply rising income in the next 
lew years. 

The balance of the current account and stockpiling 
amounted to about 2.1 per cent of the national income in 1988 
(Cf. one per cent in 1967), which means that it still lags behind 
the longer term target of about 2.5 per cent, but the arrears 
are likely to be mode up to some extent this year. 

Stock transactions with foreign countries were important 
in the first six months of 1988. The sole of domestic stocks 
brought, on balance, $60 million compared with $10 million 
in the first six months of 1967. Purchases of foreign stocks 
in the first six months of 1968 withdrew, on balance, $112 
million from Holland against $16 million in the first six months 
of 1987. Last year's fairly large amount was, to a great extent, 
the result of the increased appeal made to the Dutch capital 
market, where guilder loans of the World Bank and the 
European Investment Bank were placed. The capital market 
Shows no sign of esslng. Given the potential demand for 
capital on the part of the government and tite municipolities. 


a decline in the aomestie interest level, stationary for many 
months, is unlikely in the near future. 

The prospects for the guilder and for the Dutch economy 
are good, although as long as internationtd ctiriency unrest 
continues, and the effect of the measures taken b.v foreign 
countries are not known, some uncertainty exists. 

The Nark 

West Germany's decision not to revalue the DM and to 
contribute instead to the improvement of the international 
payments situation by a four per cent tax on exixirts and by 
subsidising imports with a four per cent tax rebate, eliminated 
for the time being the uncertainty about the DM’s parity. 
These tax measures will continue until March, 197U, but it 
is important to note that the Wc.ct German authorities believe 
that a general ri'ulignim'nt of the exchange rales—perhaps 
with some increase in the margins of nnetuations—is desirable. 
If a realignment were to lake place, the tiresenl tax rebates 
unulii l>e nbol'shed. 

I'eonomic growth, now almost eiiuidly stimulated hy the 
expansion of capital expenditure and of private consumption, 
has strongl.i accelerated over recent months. The GNP in 
rciil terms is expected to have grown by about six per cent 
111 1968, ,‘:iut is expected to continue -in 1969, although more 
slowly, despite Iho lax on I'xixirt.s anil the tax encouragement 
of impoits. Average corporate profits will increase only 
slightl.v or remain statinuaiy, so (hat Ihe stock market is 
cautious. 

Strong ini|irovcmeiit8 in productivity anil moderate wage 
increases since the recession of 1966-67 have stabilised prices, 
but Ihe depletion of the laliour reserve and the high employ¬ 
ment of capii'iiy .already attained (HH to 90 tier cent) could 
('au.*.e them to creep up again. On the other hand, the restrictive 
measures, which also aimed at moderating an eventual upswing 
of jiriccs, reduce the d.mgor that eveers demand will cause 
priws to rise. 

Tiic effects of ihe new foreign trade nieasures on tha 
balance of trailc will hardly bm'oinc clear before ihe end of 
March. Since export, deliveries prior to December 23, 1008 
were not subject to ilic new cxixirt lav, an exceptional volume 
of exports was expected in Deecndicr. distorting the surplus 
for lliat month as well as for the entire year of 1968. Exports 
should now therefore incline to fall. I’he estimates are that 
(he surplus in the 1969 balance of trade will di'crease by 
about 30 per cent to about $2,!i()(i million. 

Open Market Policy 

.Strongly encouraged West German copilal exisirts should 
reduce the lialancc of payments surplus during the transitory 
period until the normalisation of the balance of tiade hag 
been achieved. For that reason alone, if not to support the 
internal economic upswing. West German interest rales should 
renuiin at present levels. The Bundesbank, therefore, is 
unlikely to raise its discount rale or the nilnimum reserve 
requirements; on the contrary, an oix'n-market policy to 
stabilise the interest rale on the capital market at nitout 6 to 
05 per cent per year is likely. The high and rising amount 
of private savings .nil the stnmg comiietition among banks 
also suggest the continuation of relatively low interest rates. 

The "hot” money which flowed to the lianks after mid- 
November. 1068, was prevented from getting into monetary 
circulation by :< change in the minimum reserve regulations. 
As a defence tigninst a future inflow of luit money from 
eventual new monetary crises, new or increased deposits in 
German banks from non-residents are now subject to authori¬ 
sation. Non-residents do not in any case get interest on their 
deposits. 

It follows that the West German capital market should 
be, for the foreseeable future, a substantial soune of finance 
at relatively attractive interest rates. Currently, normal busl- 
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m‘ss IdHiiK buar intoreet rates between 0.5 and 7.5 per cent. 
l.ar{(e additions to savings deposits have enabled the banks 
to e.<tpand their medium and long-temi lendings more than 
ever before. 

Tha Pound 

The liK authorities have been trying to get interest rates 
down to lower levels than those ol the past four years. Becint 
currency uncertainties have, however, reduced their chances 
of sucifss. The Labour pally is traditionally opposed to 
high rates, and they have also been worried about tlw burden 
which pn‘scnt rates ot interest place on the balance of 
payments. That was why. following some good trade figures 
la.st summer, the Bank rate wa.s reduced in September by 
t per cent to seven per cent. 

Further reductions depend on the state of the world eco¬ 
nomy and of the tJK external balance. So far the prospects 
for further reductions are slight Given better trade fgures 
and a I(<iiseiiing of Kurupean currency tensions, the Bonk rate 
would be reduced by another i per cent At the present lime, 
however, it is difficult to see how the rate could be brought 
lower than 8.5 per cent in the next six months. Few countries 
are likely to feel so secure about their payments balance 
during this time that they could atfonl to lead the way in 
rate retluclions. Indeeil. the indications arc that the UK Bank 
rate may move up to 7.S per cent in the near future, possibly 
oven befoiv these words are published. 

Ill Ihe US it looks ns though interest rates will remain 
reliilivoly high, and this must affect the UK. Moreover, the 
UK'.s debts contracted in the Basle agreement, us well as 


recent currency uncertainties, myke it imperative to keep a 
tight bold on the international financial situation. ' 

Interventionist tactics (such os the ceiling on bank ad¬ 
vances) now offer less scope for manoeuvre following the 
Chancellor's announcement tn November that the ceiling would 
be effectively lowered, a move which could reduce the total 
of clearing bank non-fixed advances to the private sector by 
i'lOO million. Heavy tax flows in the first quarter of the calendar 
year 1968 will probably cause an unusually sharp contraction of 
bank liquidity, which will of itself add to the upward pressure 
on rates. Currently borrowing In the UK’s long-term capital 
market on industrial dibentures costs first-class borrowers 
between eight and nine per cent, and fears of erosion In the 
value of money add to the pressure on rales. The UK's 
balance of payments is expected to move into surplus during 
1969. possibly to $2SU million, but much depends on develop¬ 
ments in world trading policies. 

Of vital importance Is the way tighter monetary policies 
have been affecting British commerce and, even more, what 
will be the future pattern of events. Two or three years ago 
the prospect of tighter monetary conditions did not cause 
imduc worry. Today it does. Industry has become much 
more cost-conscious and has introduced many economy pro¬ 
grammes. One result of greater efficiency has been that 
during 1969 many companies published results which were 
better than expected. Medium-sised industry, on the other 
hand, has been hampered by shortage of working capital. Af<er 
nearly a generation of inflation we cannot expect a turnabout 
overnight. Nevertheless the squeeze on British finances is. 
becoming tighter and is becoming felt everywhere. 


Growing Indo-Ethiopian Co-operation 

K. K. G. NAMBIAR 


MR O. 1). Blrla’s recent visit to Ethiopia at the invitat on of 
Emperor Haile Selassie to exjilore business opportunittes in 
that couniry Is Indicative of the trust and confidence Ethiopia 
has in this country's ability to contribute to Ethiopian economic 
irnnsformation currently in full swing. 

It goes to the credit of Hlrlas that they wore the first 
to take the initiative to start Indo-E.hiopian ventures. Blrla 
Bros has set up two cotton textile mills in Ethiopia which was 
followed by a woollen textile unit by Duncan Bros (Calcutta) 
and an oil and .soap unit by a Bombay soap factory. Plans 
lire afoot to set up Indo-Ethiopiaii ventures for jute goods, 
plastic goods, alarm clocks, sj-nthi-lic fibres etc. Birla Bros 
is also to go Into cultivation of coiton in E;hiopia which Is 
cxpcctiHl to save considerable amount of foreign exchange. 
Indo-Ethiopian economic relations are thus taking a crucial and 
important turn. Mr Birin’s visit has strengthened the 
Imnd between the two countries. The Introduction of a bi¬ 
weekly flight by Air-India from October last to Addis Ababa 
also augurs well for the Indo-Ethlopian economic co-operation. 

Judged from press reports, Mr Blrla has bei-n able to build 
a good image for our ability to be a major partner in Ethiopia’s 
economic development. He has promised this country’s readi¬ 
ness to help Ethiopia with “knowledge and experience". He 
is also reported to have slated that he would be happy to 
train Ethiopian personnel in his technical and other institutions 
so ns to raise the level of human resources. Ihe paucity of 
which is causing concern to the Ethiopian government, 
pspcriully when the rnte of lileracy in that coun'ry is only 
five per cent. Mr Birla’s offer should therefore provide 
considerable fillip to the Ethiopian government in Its efforts 
to train its workers in different spheres of Industry. 

According to Mr Birla, his group of industries ia planning 
the expansion of its business operations in Elhiopia and la 
now exploring the possibilities of starting a factory for the 


production of paper from bamboo. Ethiopia has large bamboo 
forests and It should be possible for Birlas to set up a paper 
unit which will help her to be self-sufficient in paper. At 
present Ethiopia meets its paper requirement through Imports. 
A pulp and paper factory is under construction to produce 
7.501) tons of paper annuaUy against the estimated int rnal 
consumption of tO.OOO tons per annum. A paper unit built ir 
collaboration with this country would therefore be a signif cant 
contribution to Ethiopia’s industry. The textile mill set up 
by Birlas has also undergone expansion. Started initially with 
an installed capacity of 12,000 spindles, 300 looms and a small 
finishing plant, the unit is now having an installed capacity 
of 37,000 spindles and about 825 looms and a modem finishing 
plant comprising a chainless mercerising machine. 

A number of other fields are also available for this couniry 
to initiate joint ventures in Ethiopia based on locally available 
raw materials. For instance, the prospects for units producing 
meat extracts, cube meat extracts and preparations to m ke 
instant soup are said to be high. Another promising fitld 
is the leather and leather shoe industry. Although there are 
units producing textile products, the local production covets 
hardly hall the Indigenous demand. Opportunities are there¬ 
fore available for putting up factories for manufacturing 
underwear fabrics, knitwear, threads, stockings, wearing ap¬ 
parel, carpets, hard-fibre goods, including saricing and bags, 
twine and ropes. 

Other fields available for investors are the manufacture <rf 
semi-chemical pulps and their products, pulpboards, building 
paper, match and book-board and other grades of paper. A 
good opportunity might be found in the extraction of etherie 
oils from a wide variety of herbs growing in Ethiopia, "loot 
and wall tiles, sanitaryware, electric fixtures, boilers, Kitcben 
stoves, plumbing fixtures etc., are other promising fidds 
awaiting Investors. 

In order to stimulate, and encourage private capital invest* 
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ment, the Government of Ethiopia, during the last few years, 
has enacted important legislative measures and treaties. 
Among these are the Investment Decree, Investment Guarantee 
Agreement, Bonking Law and the Technical Agency Order. 
The Investment Decree of Septonber 1903, gives incentives to 
domestic and foreign investors by affording them certain 
facilities and benefits. Among the special piiviteges accorded 
to private Investors arc relief from import and export duties 
as weU as from income-tax, American investors in Ethiopia 
are Insured against incimvertibility, expropriation and risks 
arising from wars, revolutions and rebellions under the Elhio- 
US Investment Guarantee Agreemont. 

The investors from this country should take advantage 
of this conducive investment climate in Ethiopia and initiate 
joint vKitures which will provide considerable fillip to many 
of our industries. The initiative rests with our industrialists 
and the Government of India too should extend necessary assis¬ 
tance and facilities to encourage them to succe8.sful!y conclude 
agreements on Joint ventures. Industrially. Ethiopia continues 
to be backward, and India's major involvement in Ethiopia 
at a time when she is making a desperate bid to achieve it 
least a Uderable degree of industrinliaation, will gain for India 
a significant economic footing in Ethiopia. 

The trade relations between India and Ethiopia were put on 
a firm footing in early 195^ when following the visit of His 
Imperial Majesty Emperor Haile Selassie, a trade agreement 
was signed In New Delhi. Under the agreement, the two gov¬ 
ernments have agreed to extend each other the most-favoured¬ 
nation treatmwjt in respect of customs duties, other taxes 
payable on imports and exports and all cusstoms relations and 
formalities. Yet, the IndivEthiopian trade has not grown 
substantially. Our exports io Ethiopia which totalled Rs 241 
lakhs In 1960-01 declined to Rs 126 lakhs in 1900-67. True, 
our imports from Ethiopia also registered a decline from Rs 
2,00 lakhs in 1060-61 to Rs 1.13 lakhs In 1960-67. India’s share 
in Ethiopia’s total imports during the month of January 1968 
was just two per cent. 

Principal Exports 

The principal items exported from this country to Ethiopia 
continue to be traditional items such as textile yam. spices, 
jute sacking bags, tea. umbrellas etc. Even in these there has 
been a sharp fall, with the export of umbrellas and jute sacking 
bags touching the lowest pitch in 1966-67- With Ethiopia con¬ 
centrating on the indigenous production of several Items now 
being imported from our country, exports from this country 
are likely to shrink further. The only way to counteract the 
declining prospecU will be for India to pay more and more 
attentlwi to the export of non-traditlonai goods, especially such 
items as Iron and steel, electric power machinery, agricultural 
machinery and implements, petroleum products, clothing, 
rubber articles, motor vehicles, glass manufaclures etc., for 
which there is an assured market in Ethiopia. Bicycles will 
be another item of export which this country can think of. 
The major exporters of bicycles to Ethiopia arc Japan, Italy, 
UK, West Germany and France. 

• The position of this country as a supplier of goods to 
Ethiopia is disquieting in that the ninth position enjoyed by 
her amongst the various supplying countries during 1964 and 
1965 has now come down to about fifteenth position. While 
others have steadily maintained their position, Italy and 
.’ipan have increased their share considerably during the last 
lew years. Communist countries including Red China have 
recently emerged as important suppliers to Ethiopia. There 
is need for this country to view its declining share of trade 
with concern and take steps to correct the situation. 

India’s efforts to foster dose economic and trade 
rdations with Ethiopia is bound to yield good results. 
TheK are a good number of Indians in Ethiopia engaged 
in trade and buainess who will definitely be in favour 
«f trading with India provided they get quality goods at a 


competitive price. Further, the Government of Ethiopia baa 
dso demonstrated that it would welcome close trade and 
economic collaboration with India and have promised to do 
all It can to foster such relations. Thus, the lime for India 
to embark on serious and close Indo-Ethioplan ecrnomic colla- 
boratlon is more propitious.. 

During the last Im years, there hove been many strides 
in every sphere of Ethiopian life. The Emperor who commands 
the respect and affectiim of his people committed the natioo 
to systematic economic planning. In 1967, the government 
adopted planning officially and since then two five-year Flans 
have been completeii and the third five-year Plan is being 
implemented at present The first Plan mainly concentraM 
on the development of infrastructure to accelerate the economic 
development which resulted in an appreciable spurt in the 
industrial sector during the second Han. The availability of 
raw materials locally, especially in food industry, beverage, 
tobacco manufacturing, leather and shoe industry contrlbuled 
to the development of manufacturing industry. During the 
period of ttie socond Plan, the economic growth rate has been 
estimated at 4.3 per cent per annum against 3.4 per cent 
during the first Plan and the economy is expected to grow 
at least at the rate of 5 per cent per annum during the third 
Flan. 

Induatriai Oeveiopment 

In the liidusirial field several units 8U('h as cement fac¬ 
tories, shoe f.'ictories, textile miUs and oil refineries have 
beai established. Development of chemical industry fur the 
production of paper pulp, caustic soda, pharmaceuticals, glass, 
paint iuid vuiiiishcs has been initiated. It is said that about 
28 manufacturing units arc presently under construction in 
Ethiopia covering food and beverage items, cotton blankets 
and thread, paper, chemical and rubber products, building 
material and light engineering items. 

The prudent and realistic foreign policy pursued by the 
emperor helpcKl him to get financial and technical assistance 
from both western and communist countries which was a major 
factor in accelerating Ethiopia’s economic development. Though 
a huge deficit in the foreign exchange resource is envisaged 
during the current idon, it is assumed that aid giving countries, 
cfipcclally the USA which has been the largest aid-giver to 
Ethiopia, will continue their assistance. Another bright side is 
the reported sympathy of Mr McNamara, the President of the 
World Bank, for Ethiopia. The World Bunk aud its group 
have already extended substmiUal financial and technical help 
to Ethiopia. 

Although industrialisation has gained appreciable momen¬ 
tum in Ethiopia during the last few years, about 90 per ernt 
of the i>opulation continues to be engaged in agriculture, many 
of them under a complex land tenure. Out of an estimated 
population of 23 million in 1967, only a little more than 60.000 
plus a small seasonal work force is en^ged in Um manufac¬ 
turing industries which contributes just three per cent to the 
Gross National Product and forms 6 per cent of the total 
exports of the country—lurgcdy in the form of agricultural 
by-products. Coffee is by far the largest and most valuable 
export crop of Ethiopia amounting to nearly 60 per cent of 
Ethiopia’s total exports. 

Efforts to modernise agriculture have not led to any 
significant results due mainly to the complex land tenure 
system. Only about 15 per tent of suitaUe land is under 
cultivation at present. Notwithstanding his urge and vigorous 
efforts to modernise Ethiopia, the Emperor has been very much 
reluctant to Introduce radical reforms in the land tenure 
.system for fear of annoying a powcrftd section of the Ethiopisn 
society. But delay is bound to jeopardise the Ethiopian eco¬ 
nomy since it is the agricultural sector which will decide the 
future economic growth. The opportunities for advancem nt 
in agriculture are considerable. If Ethiopia can successfully 
reform the archaic land laws, the country’s vast agricultural^ 
potential can bo more fully exploited. 
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Nationftl Interests to the Fore 

E. B. BROOK 


VIENNA: 

THE CONTINUING economic organisation of Europe under 
three as8ociations~lhe Common Market, EFTA and Comecon 
~with the probability of a fourth emerging among the Scandi¬ 
navians is beginning to worry mote than a few. 

As between west and east Europe the political division 
is sharpened by diverse economic organisation and method. 
Inside western Europe diverse economic organisations Impede 
the political unity that is their expressed desire and aim. The 
deliberate exduiion of some candidate members, notably 
Britain, from Blarket sharpens the division also between 
that organisation and the sterling group and spreads the 
artificial division of Europe indirectly throughout the world. 

A growing number of those emwemed with the day-Unlay 
running of the Market and of EFTA are realizing that a great 
amount of time has to be given to the task of attempting to 
resolve disharmonies where none should exist and that the 
achievement of a unified policy within the Market on, for 
example, traffic loses half Its value because the agreed policy 
antlies to only a section of western Europe whereas ^ traffic 
concerned moves over a far wlto area of the continent. 

The situation is typically European—concentrated, compe¬ 
tent but narrow, limited either by states' frontiers or by the 
bounds of a treaty’s validity. So, far from there being any 
policy that is pan-European there is scarcely one that applies 
throughout Europe west of Stalin’s iron curtain which remains 
as un ugly, deadly physical fact, costing Uves, impeding trade 
and travel and obstructing even the exchange of ideas. Europe 
has for nearly a quarter of a century been, in fact, two conti¬ 
nents. not one, with the bigger part forcibly held together and 
the smaller and wealthier divided by differing and sometimes 
competing economic organisatiems. 

While these comments may be a trifle ungenerous to the 
Market's and EFTA’a achievements in helping to Increase the 
flow of trade and in reducing tariffs between their members, 
tlw latter achievement illustrates the point of the criticism— 
the extent of the achievement is limited to the organisation’s 
membership. 

The broader post-war achievements in encouraging trade 
and reducing its imposed costs, such os tariffs, have been 
world movements In which Europe has taken part but has 
not. In the main, initiated policy. 

The Kennedy Round 

The most extensive and successful has been the Kennedy 
Hound whose effects In tariff reduction are still being imple¬ 
mented throughout the world. The latest such reducUons have 
been made this month in the USA, Canada. Australia, New 
Zealand, Austria and Switzerland. The current reductions 
over thousands of products are small but when the series of 
tariff reductions is complete three years from now they should 
result in many reduced prices. 

But even so, some countries have delayed their promised 
cuts on one pretext or another; France is one of them. France 
is also the subject of criticism, and possible prosecution before 
the Court of Justice in Luxemburg, by the Executive Commi- 
Sion of the Common Market for falling to operate a previou^ 
agreed schedule in reducing mtport aids. What particUlariy 
troubles the Commission Is that France, by flouting com¬ 
munity agreement on the exciiie of a monetary crisis and the 
strains imposed by the strikes of last May, is estaWIshlng 
a dangerous precedent. France had already received a special 
dispenaatlon to continue its credit subsidies «t a gradually 
reduced scale beyond the agreed date of abolition, July 1, to 


the end of 1B6B—but she has continued them into this year 
without asking any further leave of the Market. 

It is a bad example and illustrates how some countries 
permit national Intereata to override the limitations imposed 
on them by their membership of the Market. Some EFTA 
members accuse Britain somewhat similarly of going rouiM>od 
over the Free Trade Association’s regulations. In the case 
of France Its continuance of export subsidies affects eountrias 
outside the Market also and the USA has already responded 
by imposing countervailing duties on French products going 
to the USA. 

By fortunate contrast, the international attitude is more 
promising. Twenty-seven member nations have already notified 
the international Monetary Fund that they accept proposed 
Special Drawiiw Rights or “paper gold” methods of atabUlsing 
the western world’s monetary system. They constitute Just over 
47 per cent of the total IMF voting power: before “paper 
g(dd” can come into force It must be accepted by <7 of the 
Fund’s 111 member countries, with 80 per cent of the vote. 
None of the Common Market countries have yet accepted the 
plan end France is not expected to do so at all. 

The Two>Tier System 

The situation regarding the two-tier priee system for gold, 
set up last March establishing the official price at 35 doUaie 
an ounce and a free market in gold, has moved this monto 
to a greater certitude. South Africa, one of the major gold 
producers, sought a guarantee at that time of a fixed eommon 
price of 35 dollars an ounce. The USA strongly opposed giving 
this pledge and has still not publicly or formally withdrawn 
its abjection. But by the end of the year the USA was 
dropping hints that it would accept 35 dollars an ounce os 
the minimum price. A formal agreement, in which the USA 
Is expected to Join, will probably be reached In tte early 
months of the Nixon administration. Meanwhile, the priee ot 
gold on the London free market has risen above 42 dollars an 
oimce for the first time in eight months. 

On the even more crucial monetary front arguments stilt 
abound—mainly between academies—as to the worthwhileness 
of fixed foreign exchange rates and systems allowing wider 
fluctuation. Few are enthusiastic about holding a monetoiT 
ccmferaice but there is much talk about such strangely.4iamed 
concepts as a “crawling peg” which would permit slow 
fluctuation. 

The money men, as distinct from the economists and other 
’'Intellectuals’’, are confident of alow improvements this year 
on the basis of the present system of exchange rates and 
Interaatlonal support jdans operated through the IntemationM 
Monetaiy Fund, a qratem wUch they consider has proved Its 
reliability. They also expect more willing monetary eo-ope- 
ratlon between governments individually. There Is need for 
more direct consultation between statoi with money problems. 
Such consultations would, bankers consider, eliminate the need 
of any more special systems such as the Special Drawing 
Rights to supplement world reserves or of free markets In 
gold. 

If there is more direct communication between gov> 
emments with monetary prbUema and more firmness by 
governments in resisting speculation or other pressures for 
changes In exchange rates Europe’s bankers are convinced 
there will fairly soon be far fewer fluctuations in exchange 
quotations. It parities were allowed to change too easily there 
would be a breakdown fat the exchange aystem because there 
would no longer be confidence In any currency. 
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T^E KAMARAJ bandwagon may be moving ever so ilowlyt 
but it is moving nevertheless. From “Parkkalam” (“Let us 
see”), it has travelled, at the time of writing, to “Pesalam" 
(“t«t us talk”). I fail to appreciate what all this fuss is 
about. Surely, in view of the vacancies in the cabinet, and 
now that Mr Kamara) hag been elected to the UA. Sabha, he 
should certainly be considered for one of them, parUcuUrly 
because of his standing in the ruling party and also because 
not only Tamilnadu, but the eitire group of southern states is 
not at present represented in the central cabinet at a sufficient* 
ly high political levd. (I am aware of the fact that Mr Oovlnda 
Menon from Kerala is a cabinet minister but it can hardly be 
contended that Mr Menon amounts to anything in the current 
politics of that state). What ought to be treated as a simple 
matter for a straight decision by the Prime Minister in consul* 
tatlon with Mr Kamara) has somehow got blown up into a 
“To be or not to be" issue for (Egress, It not naUonal polities. 
1 wonder what game Mr Nijalingappa thinks he is playing. 

• • 

It is a token of the temper of the times that pejorative 
epithets have kept pursuing Mr Lyndon Johnson to his very 
last day at the White House. Mr Arthur Krork of the 'New 
York Times', for instance, describes him as "the vainest of 11 
presidents” he has known. No wonder, that this ex-president 
of the United States is so over-eager to leave the verdict on 
himself as man and president to history rather than to his con¬ 
temporaries. 

Some of us in this country, however, should not really 
need the aid of future historians to appreciate what the 
Johnson presidency has done for India. Through the years he 
was Chief Executive of the United States, Mr Johnson had 
always been concerned with what the resources of his coun- 

could do, or, how they might be employed to rdieve the 
stresses and strains on our economy or help in its develop¬ 
ment. His bilUon-dollar food aid, which did so much to spare 
our people the grosser horrors of widespread famines during 
the years when the rains failed, was only the most spectacular 
expression of his continuous personal and institutional commit¬ 
ment to making American economic co-operation meaningful 
for our economy. 

It was never in doubt that Mr Johnson sought sincerely to 
improve his government's political relations wlUi ours, both as 
a desirable end in itseU and aa a means for extnndbtg the 
range and raising the quality of the American contribution to 
our progress. Among the prime minlstera of India with whom 
he had to deal, Mr Johnson probably was at hU relaxed and 
forthcoming best with the late Lai Bahadur ShastrL The nexus 
between Washington and New Delhi spelt out in the personal 
idiom of the man who was president of the United States and 
of the man who was prime minister of India, was never more 
mutually productive than in the bri^ period when lad Bahadur 
Shastri was speaking for India to Lyndon Johnson acting for 
the United States. When Mrs OandM came on the scene, things 
clearly began to change. How the blame for this is to be ap¬ 
portioned would be an interesting line of inquiry into the poli¬ 
ties of Indo-American relations In recent years. For the time 
being It coiild be recorded that, ao far as Mr Johnson was con¬ 
cerned, ha did not grudge time or the effort in trying to esta¬ 
blish communications with a woman who, from the back of 
Bm Btage of her nation’s affairs, waa abruptly summoned to 
taka charge of them. 

• • 

Thera la some diaappotntment in Canada at the perform¬ 
ance, or more aecurataly the lack of it, of its Prime Minister 
at the recent Cemraonwaalth Conferanoe In London. Mr Piam 


Elliot Trudeau was making his debut at a high-level inter¬ 
national conference and since Canada had always attached 
rnnsideroble significance to Us role in the Commonwealth, 
there was keen interest in how Mr Trudeau would acquit him¬ 
self. As for the Canadian Prime Minister himself, he apparent¬ 
ly found no difficulty in London in living up to hia reputation 
as one of the world's most eligible bachelors who knew how 
to enjoy the company of the opposite sex and knew also how 
to provide himself with it In both abundance and variety. This, 
according to his critics, was about ail that he had to show for 
his visit to Britain's capital. 

Indeed, according to reports appearing in the British press, 
Mr Trudeau had been for nearly all of the time a meraly 
passive observer of the proceedings of the Commonwealth 
Prime Ministers’ Conference and that even the one attempt be 
did want to make at active participation faUed to come oft. 
The story goes that the Canadian Prime Minister had prepared 
a speech on international affairs, but his advisers dissuaded 
him from delivering it since tlwy found that it not only made 
no important pomt but was also vague to the extent of bring 
unintelligible—which tempts me to suggest that Mr Trudeau, 
at least, was more fortunate in his advisers than our own Prime 
Minister was. In her entourage, there was apparently nobody 
bold enough to put it to her that it did not exactly help her 
or her government’s credibility for her to assert reciat equality 
and freedom from racial discrimination as the criteria of the 
Commonwealth, when It was cigar for all to see that she had 
gone to London not so much for putting up a fight for these 
basic values, but merely to register her ceremonial presence on 
an international occa-sion to which some publicity could be- 
expected 

• • 

The latest of the affluent nations to sense the stirrings of 
conscience about poverty in its midst seems to be Canada. Aa 
responsible and respected an authority as the Economic 
Council of Canada declares; 

"Poverty in Canada is real. The numbers are not in 
thousands, but in mti lions. There is more of it than our 
society can tolerate, more than our economy can afford and 
far more than existing measures and efforts can cope with. 
Us persistentv, at a time when the bulk of the Canadian 
people enjoys one of the highest standards in the world, is 
11 disgrace." 

As surprising as the fact of poverty In Canada ia the 
further fact that this poverty remains in spite of a 
vast notional social welfare budget of more than $5 blUioa 
annually, which is the aggregate of public spending on federal, 
provincial and municipal programmes. Reviewing this welfare 
structure and the way it operates, tiie Economic Council has 
called for a better utilisation of resources and urged a review, 
clarification and updating of the objectives of existing social 
policies at all levels of government so that the extent to whids 
these policies are really beamed at the people living in poverty 
can be determined. 

Much of this evaluation strikingly resembles what is bring 
thought and said in the United States where too there Is a gnat 
deal of dissatisfaction with the quality of implementation of 
the "war on poverty" programme of the Johnson administra¬ 
tion. It seems to me that, however good the intentions of 
governments are, the machinery of government is usually un¬ 
equal to the task of equating performance with promise. There 
ought to be a moral here for our government, which has been 
painfully discovering for itself the truth of the dictum that to 
govern is to aelect. 
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S.T.C TO INPORT RAW MATERIALS 

THE UNION Minister for Commerce. Mr Dincsh Singh, an¬ 
nounced at the recent meeting of the Board of Trade that 
the government might ask the State Trading Corporation 
(STC) to take over the entire import trade in industrial 
raw materials. He added that he had asked the STC chairman 
to investigate whether the corporation bad the capacity to 
undertake the job. The announcement was mode when some 
members of the board pointed out that the world supplies 
of industrial raw materials were getting concentrated in the 
hands of some cartels and consortia and the effective bargaining 
with these suppliers could be possible only through centralised 
buying. The Sl'C also would examine how certain types of 
Imports having special problems could be dovetailed in this 
overall arrangement. 

Another important announcement made by the Minister 
at the meeting was that some pig-iron would be diverted from 
exports to feed the export-oriented engineering industries 
which were starved of foundry grade pig-iron, now being 
exported on a lar(^ scale. He also stat^ that payments of 
dues to exporters by way of drawback or on account of any 
other assistance would be made at one central office. 

IMPACT OF PL 480 FUNDS 

An expert group set up by the Finance Ministry is under- ' 
stood to have come to the conclusion that PL 480 transactions 
could, in certain circumstances, have an inflationary effect on 
the monetary system. It has suggested ways to avoid such 
contingencies. The group examined the present system of 
recording the transactions arising out of 480 imparts in 
the bud^t and has proposed some Improvements which are 
Intended to bring out their effect on money supply. It is 
also believed to have expressed the view that the government 
should give thought to the long-term aspect of the large 
holdings of PL 480 funds in this country of the order of 
Rs 2.500 crores or more. The group, heaacd by Dr A. M. 
Khusro of the Institute of Economic Growth, New Delhi, was 
set up by government last year. 

nm IN THE PUBLIC SEaOR 

The Paper Corporation of India, a public sector concern, 
is expected to be registered shortly. A sum of Rs 60 crores 
has been sanctioned for the manufacture of paper in the 
public sector during the fourth Plan period. The corporation 
may inittally set up three units—(i) a new newsprint manu¬ 
facturing unit; (ii) a writing paper and boards project; and 
(iii) a pulp factory. The decision on the location of these 
plants is expected to be taken soon after the incorporation 
of the company. Indicatirms are that the project to produce 
writing paper and boards may be set up in the Dandakoranya 
area. The pulp manufacturing plant may be established in 
the Jammu and Kashmir state. In deciding the locaticm of 
these units the industrially backward areas in the country 
where raw materials for the production of paper and boards 
are available in plenty, are proposed to be given preference. 

MANUFACTURE OF T.Y. SETS 

The union government has approved the formation of two 
consortia in the small-scale sector for manufacturing televisimi 
sets. Each of these consortia will be allowed to produce 5,000 
acts annually. Two large-scale units, each with the capacity 
of 10,000 sets, have already been licen^ to Telerad of Bmbay 
and JK Electronics of Kanpur. All these manufacturing 
programmes will be on the model developed by the Institute 


of Technology, PUani. The manufacture of some sets by the 
PUani Institute itself is also envisaged. 

ROURKLLA STEELWORKS 

The West German government has agreed to send in the 
near future a team of geologists and mining experts to advise 
and assist Hindustan Steel Ltd (HSL) in undertaking a detailed 
exploration of the mining areas from where raw material 
requirements of the Rourkela steelworks are being met Apart 
from other difficulties, lack of uniformity in raw material is 
the biggest bottieneck in the way of Rourkela's developmoit 
plan. Dr Ulrich Engelmann of the Federal German Ministky 
of Economic Affairs, who has had discussions at Rourkria with 
the Hindustan Steel chairman, Mr K. T. Chandy, a few days 
ago, observed here last week that the situation at Rourkela 
had greatly improved and that the expansion of the project 
to 1.8 million tonnes was near comj^etion. He, however, 
could not Indicate the precise date of commlasioning of 
this expansion programme. Dr Em^lmann further stated 
that although HSL had asked for 50 German experts to worir 
at the steel mill with a view to imparting training to Indian 
technicians, he had favoured a smaller number because within 
the existing financial arrangements it would not be possible 
to keep them in the job after one year. Conceding that the 
plant should be managed by Indians as soon as possible, be 
felt that some German experts would have to stay longer 
than erne year. 

TRADE AGREEMENT WITH G.D.R. 

The new long-term Trade and Payments Agreement 
between the German Democratic Republic (GDR) and our 
country lor the period up to 1971 was signed in New Delhi 
on January 23. Within the last 10 years, the volume of 
foreign trade between the two countries has multiplied more 
than three times. During 1960 the quantum of trade both 
ways has been expected to be of the order of Rs 70 crores. 
The list of articles which would be imparted from the GDH 
include muriate of potash, potassium chloride, organic and 
inorganic chemicals, printing machinery, maeWne tools, dectrie 
and electronic instruments and office equipment, machinery 
for the foodstuff industry, instruments and apparatuses for 
technical and scientific purposes, agricultural machinery, steel 
products, cinematograpMc films and photographic sensitized 
material. The goods to be exported from tUs country to 
GDR would Include Jute muiufactures, cotton textiles, tobacco, 
deoiled cakes, mica, coffee and tea, farmed and semi-tanned 
hides, chemical products, as well as engineering items, such 
as bondknitUng machines, textile machinery, machine tools, 
flanges, cast iron, radiators, valves, electric equipment, surgical 
instruments and wire-ropes. 

DfDO-OHJL TBADE-lN^6f 

In million rupees (post 
devaluation value) 


Year 

Imports 

Exports 

1063 

205 

195 

1964 

176 

194 

1965 

233 

239 

1966 

274 

242 

1967 

245 

218 

1968 (Preliminary figures) 

222 

245 


CONFERENCE ON DAIRY DEVELOPMENT 

Planning an integrated approach for dairy development 
in this coimtry was the main theme of the Sixth Dairy 
Industry Conference which was held at (^landigarh from 
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January ?8 to 31. It was inaugurated by Mr Annaiaheb P. 
Sbinde, union Minister ot State for Fo^ and Agriculture. 
The conference was attended by about 50o members and 
delegates representing all sections of the dairy industry in 
the public, co-operative and private sectors. 

VANASPATI PAICLS 

Pricis of vanospati have been increased by 10 paisa per 
kg in the north and south zones, and five paise per kg in 
the east zone with effect from January 25. Th< re is no change 
in prien in the west zone. The revised prices have been 
notified by the government under the Vegetable Oil Prcducts 
Control Order. 1947, separate prices being tixed for sate by 
producers, wholesalers and retailers. The maximum retail 
prU'cs of van.nspati in the different pack-sizes, and when sold 
loos;, exclusive of local taxes, will be as under: — 

(In rupees) 


Zone 

16.5 kg 

4.0 kg 

2.U kg 

Loose 
per kg 

North 

70.16 

18.84 

9.75 

4.25* 

South 

68.02 

18.12 

9.40 

4.12 

East 

69.57 

18.49 

9.68 

4.22 

West 

68.06 

18.13 

9.50 

4.12 


CAMMA GLOBULIN MANUFAaURE 

Human placenta which is being discarded in this country 
as a waste product and the blood that is lost at the time of 
placenta separation are expected to be utilised shortly for the 
manufacture of gamma globulin and albumin at a factory to 
be set up at Faridabad, near Delhi, with financial and fcei.nical 
collaboration from M/s Teohnoexport, Bulgaria. The foun¬ 
dation stone of this venture was laid last week by the Prime 
Minister of Bulgaria, Mr Todor Zhivkov. 

The project, sponsored by M/s Curewel (India) I.td, in 
which the Indian participants are private entrepreneurs from 
Haryana state, will cost Ife 70 lakhs of which the foreign 
exchange component will be Hs 21 lakhs. The foreign exchange 
component will be made available by Bulgaria pardy in the 
form of equity participation in the venture and partly in the 
form of a loan repayable over an ll-year period. Fifty 
per cent ot the producUon will be exported with assistance 
from the Bulgarian collaborators. The equipment for the 
project is expected to start arriving by the middle of this 
year. Tho project will go into production early next year. 
The company hopes to supply this drug in the domestic market 
at about 20 per cent of its present price which is Rs 50 per 
ampule. 

Gamma globulin is a drug highly effective against such 
diseases as measles, chickenpox, policyelitics and hepatitis 
(Jaundice). It has also been found to enhance the effective¬ 
ness of the anti-cancer vaccine which was recently pr^uced 
by the Hand Laboratory in the United States. The Faridabad 
project wiU be she largest of Us kind In the world because 
this country wUh its high birth rate, can supply a large number 
of placentas. One big hospital in Madras alone, it is said, 
can make avaUable as many as 20.000 placentas per annum. 

NEW MANAGEMENT FOR KHANDELWAL UDY06 

The management of Khandelwal Udyog Ltd has changed 
hands and the board of the company has been reconstituted 
to include Mr J. V. Patel, managing director of New Standard 
Engineering Co. Ud. Mr L. R Patel. Mr K. M. Diwanjl, Mr 
Pranlal Patel and Mr B. J. Shah. The company’s managing 
■gents, Khandriwal Industries Private Ltd, have tendered the 
rosignation of their office. Dt A. Ramaswami Mudaliar. Mr 
K. Sadagopan and Mr K. L. Panjabi continue to be on the 
board, white the other direetota have rerigned. Dr Mudaliar 


continues to be the chairman of the company. Mr J. V. Patel 
and his associates have bought the entire shareholdings of 
Khandelwals amounting to nearly 4U per cent of the equity 
rapital. The company's equity capital has been reduced from 
Rs 40 lakhs to alwut Ks 28 lakhs following Ike forfeiture of 
stares for non-payment of call monies in time. The amount 
of calls unpaid at the end ot 1967 amounted to Rs 6.42 lakhs. 
The new management of the company proposes to div.rsify 
end expand the company’s activities. 

OFFSHORE DRILLING RIG 

A drill ship unit of the latest design is proposed to be 
constructed in this country at tho Mazagaon dock with approxi¬ 
mately 60 per cent indigenous content by tho Offshore 
Company. The president of ttie Offshore Company 
stated reeently that together with Larsen & Toubro 
Ltd. a survey had been made of tiic available sources of 
supply of equipment. The Offshore Company has its own design 
facilities to manufacture a deep drilling rig of consideiable 
flexibility, seaworthiness. s<‘lf-sufficiency, suitability and eco¬ 
nomy. The ‘Discoverer’ drill ship has been proposed to be 
manufactured after intensive study by the experts of Indian 
oceanographic and meteorological data. The proposal that has 
been submitted 1o the government contains the guarantee for 
every phase of the rig's existence till the personnel from this 
country are prepared to take over maintenanec and operational 
(Wlrol. Personnel from this country would be trained at 
'Discoverer' rigs 'oc.Hed in other parts of the world so that 
by tho time the drill ship was ready in this country sk Ued 
operators would be available. Offshore Company is also pre¬ 
pared to offer any type of offshore drilling device sii ted to 
the particular marine environment because 11 has supplied 
diverse types "f offshore rig.s in many parts of the world. 

Mr R.E.O. CAREY 

Mr R. E. O. Carey, Managing Director of Good.year India 
r.iinilcd, has been appomled Executive Vice-President ut the 
Inda'Aniericiin fhamber of Coinmerc.', Th.‘ Chamber is on 
organisation of Indian and American business iii'-erests tanned 
last year to promote the development of commerce and Indus¬ 
trial collaboration between India and the United States. 


FLUCKIN6 AID 

The attention of manufaeturers and moulders of mecha¬ 
nical romponenls In plastic materials is dnwn to a new 
product under development by e reputed research organisa- 
tlon. Hie devire is a manual aid for plucking tea shsots. 
The essential feature ot the device Is Its lightness in wetdit 
and construction. The components of the device will have 
to be moulded in high and low density non-breakabte plaatte 
with suitable re-Infortement and metallic Inacrls at various 
places for fixing replaeable metallle components. Inletealed 
poittes with suitable manufacturing facilities for anefa 
romponeuts are requested to cmitact the Secretary, Tea 
Research Aasociatlou, Royal Exchange, 6, NetaJI Subhas 
Road, Calcatta-1 for tartber details. 
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ASSOCIATED CEHENT 

MR N. A. Palkhivalii, new Chairman of the Associated 
Cement Companies Ltd, in his statement to the shareholders, 
has pleaded tor the removal of controls on the price and distribu¬ 
tion of cement, lie has suggested that cement price should be re¬ 
viewed whenever warranted or there should be automatic rise 
in the price to compensaie for unavoidable increases ii, costs. 
Mr Palkhivald has stated that a surplus cement capacity has 
developed in the country, particularly in the south. The all-India 
production of cement in 1068 was 11.7 million tonnes and was 
expected to go up to 16 million tonnes by 1070. He, therefore, 
felt that the surplus situation would continue in an accentuated 
form in coming years. 

Mr Palkbivala was critical of the inordinate delay on the 
part of the authorities in granting increase In retention price 
of cement He added that manufacturing costs of cement had 
gone up by Rs 17 per tonne since January 1966. The escalation 
adjustments recommended by the Tariff Commission had been 
denied to the Industry and three years had passed since the last 
price revision. This bad adversely affected the profits of the 
ACC and the entire dividend for 1967-68 had to be paid out 
of reserves. 

Mr Palkbivala was of the opinion that the propo.sal to raise 
the capacity of the cement industry to 23 million tonnes during 
the fourth Plan was extravagant. He thought that the capa¬ 
city of 10.4 million tonnes, which could lie achieved by the ex¬ 
pansions already taken up by the industry, would be sufficient. 

The chairman pointed out that the company's sale went up 
from 4,471.000 tonnes to 4,561,000 tonnes during the year 1967-68. 
The company, however, was caught between soaring costs and 
a static retention price which was becoming more and more 
Inadequate as the months went by. The reduction in profit.s 
would have been more severe but for the all-out efforts bv the 
compony to improve the cfficicnry of operations, he added. 
Although the equity dividend has been maintained. Mr Palkhi- 
vala felt that he would not be able to do the same this year 
in the absence of a satisfactory increase in the price of cement. 

UNITED BANK OF INDIA 

United Hank of India Ltd ha.s made a net profit of R.s 
26.73 lakhs fnr 196)t against Rs 26 lakhs for 1967, after 
providing Rs 32.41) lakhs for bonus and for taxation. The 
directors have decided to maintain the dividend at 7,5 per 
rent which will ub.sorb Rs 20.20 lakhs. A sum of Rs 5.50 
lakhs is ullocnteil to reserve funds, raising them to Rs 133.50 
lakhs from Rs 128 lakhs in 1067. Deposits have increased 
to about Rs 144 crorcs by Rs 14 crores. 

J. K. SYNTHETICS 

J.K. Synthetics Ltd proposes to !s.sue 40,000 (9.5 per cent) 
cumulative rcdecmabic ‘B’ preference shares of Rs 100 each 
at par for public subscription some time in March. The existing 
shareholders arc entitled to apply for these shares. The public 
issue will be underwritten. The company has an authorised 
capital of Rs 5 crores (Rs 1 crore in preterenre shares of 
Rs 100 each and Rs 4 crores in equity shares of Rs 10 each). 
Its paid-up capital is Rs 2.25 crores. comprising equity shares 
of Rs 2 crorcs and 0.5 per rent cumulative redeemable 'A' 
preference shares of Bs 25 lakhs. The proceeds of the proposed 
issue will be utilised for financing partly its acrylic fibre 
project to be set up at Kota. It has received an industrial 
licence for manufacturing 4.000 tonnes of acrylic fibre per 
annum. Necessary land has been acquired adjacent to its 
nylon plant. Technical know-how will be received from Dr 
J. Loebring of West Germany. The basic raw material for 
.MCTj'l'c fibre is acrylonitrile. It is in the form of liquid and 


will hove to be imported for some time. The company anU- 
ciputes no difficulty in getting the required import licences 
as priority industry. The project will help save foreign 
exchange and meet defence requirements. The capital cost 
of the project is estimated at Rs 5.20 crores, which will be 
met by the issue of capital (Rs 40 lakhs), loan from the 
Government of Rajasthan (Rs 50 lakhs), deferred payments 
(Rs 261.50 lakhs) and retained earnings (Rs 168.50 lakhs). 

BHOR INDUSTRIES 

Bhor Industries Pvt. Ltd, have built and supplied machin¬ 
ery and provided technical know-how for a new leather cloth 
manufacturing enterprise, Leatherclolh Company Ltd, in 
Colombo under an agreement with W.D. Carolls Ltd, Ceylon. 
This is the first Indo-Ceylonese venture of its kind in plastics 
industry. Bhor has financial participation in the form of 
shares in the Ceylonese company. 

ASSOCIATED BATTERY 

7'hc Managing Director of Associated Battery Makers 
(Eastern) Ltd, in Ms statement has stated that the construction 
of the second factory at Chinchwad near Poona is nearing 
completion and it is expected that the first finished batteries 
wiU be on the market by April. The expansion of the hard 
rubber container manufacture in the Sbamnagar factory is on 
schedule and more containers are being supplied to small-scale 
battery manufacturers. Reasonable progress has also been 
made to put up additional capacity of train lighting cells. 
The company is also exploring ways and means of diversifying 
into allied products. In the domestic market the demand for 
the company's products continues to grow and steps are being 
taken to meet this demand. In the export market the company 
has gained a strong foothold In some general currency markets 
and it has received repeat orders from the Soviet Union for 
Rs 41 lakhs. 

RAUIS INDIA 

The Chairman of Raliis India Ltd, revealei! in his annual 
statement to the shareholders that the company's sales in 
the first four months of the current year have risen by 12.5 
per cent to Rs 12.15 crores. Although the profit margins are 
under severe pressuie, he hoped that the company will be able 
to maintain its profit through Its diversified activity if the 
current trend continues for the rest of the year. Of the two 
new projects of the company, Searlc India is now in operation, 
and the construction of the ossein and gelatine factories, being 
set up by Protein Products of India at Ootacamund, has started. 
This is a public company being promoted in coRaWatlon with 
Rousselot Kuhbnann. Underwriting arrangements have been 
completed and it is hoped to float the issue shortly. The 
company's engineering division expected to make a steadily 
increasingly contribution to the profit following the steps token 
to increase production and improve the margin of the fan 
unit at Mulund. The new products being manufactured by 
the pharmaceutical division should augment the profit from 
the current year onward. The chemicol factory of Searle India 
Ltd. will take a couple of years to turn the comer. Boebringer- 
Knoll, in which Ri^is has a 48 per cent holding, has shown 
better sales this year. The fertiliser and pesticides ^vialon 
was able to increase its turnover but at the cost of a reduction 
in the profit margin. 

TRAaOR ENGINEERS LTD. 

Mr D. R. Lammers, Vice-president of Caterpillor Tractor 
Co. of the USA, formally inaugurated recently the factory ctf 
Tractor Engineers Ltd, and Uie new facilitieB of the Caterpillar 
dealership of Larsen and Toubro Ltd. A joint CatarplUar- 
Ijaraen and Toubro venture. Tractor Englneen Ltd, has set 
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up a factory for tbe mimutaeturo of uader^antagM for traeton 
at Powai in Bombay. Tbo Ba LIO cron factory wOl bave 
an annual production capacity of about Ba 2 crorea. The 
turnover thia year would te idxwt Ba 1.20 c r or a a . Announcing 
tbe detaUa of tbe new project, Mr Hoick Laraen, Chairman of 
Laraen and Toubro Ltd, revealed that Tractor Engineers Ltd. 
had sought the government's permission for the manufacture 
of 400 crawler tractors annually. 

STATE BANK OF INDIA 

Tile State Bank of India has reported higher net profit 
during 1960. The dlreetora have proposed to maintain the 
final equity dividend of Rs 18 per share. Together With the 
interim dividend of Rs 10 per share already paid, the total 
dividend lor tbe year will be Rs 23 per share and will absorb 
Bs 129.38 lakhs, the same os in the previous year. Tbe bank 
has earned a net profit of Rs S0S.76 lokha during 1068 compared 
to Rs 443.01 lakhs in the previous year, before providing for 
bonus to stuff. Even after the provision lor bonus to staff 
of Rs 230 laklts. tbe directors have transferred a sum of 
Bs 102 lakhs to reserve fund, Rs 8.37 lakhs to pension funds, 
Rs 21.50 lakhs to staff welfare fund and Rs 8 lakhs to staff 
co-operative housing fund. The amount carried forward is 
Rs 11.01 lokha against Rs S.4B lakhs brought in. 

CENTRAL BANK 

The Central Batik of India Ltd has maintained the final 
equity divld«id of Rs 2.60 i)er share for the year ended 
December 31, 1868. With an Interim dividend of Rs 2.40 per 
shore already paid, tbe total dividend is Bs 6 per share of 
Rs 25 each (20 per cent) lor the year. Tbe dividend is, however, 
payable on 1,816,000 shai'cs against 1,811,000 shares and tbe 
total dividend amount will be slightly Uglwr at Ra 85.81 lakhs. 
The net profit of the bank subject to audit and after provi^ng 
for taxation and bemus to staff, la sUghtly lower at Rs 118.73 
lakhs in 1868 compared to Rs 118.73 lakhs in the previous 
year. After bringing in Rs 37,881, the amount available for 
disposal is Ks 118.10 lakhs. Interim dividends had absorbed 
Rs 45.98 lakhs. The directors have transferred a sum of Rs 

23.75 lakhs to i-eserve fund and Ra 48 lakhs to special reserve. 
The final dividends will be paid from the special reserve. 

The bank’s deposits crossed the Rs 400 crote mark and 
increased during the year from Rs 385 crores to Rs 435 crores 
or by about 10 per cent. Advances increased from Rs 278 
crores to Rs 288 crores or by 3.0 per cent 

PUNJAB NATIONAL BANK 

The Punjab National Bank Ltd, di^ng tbe year ended 
December 31, 1868, has shown a net profit of Rs 146.16 lakhs, 
after providing for taxes and payment to the employcc.s’ 
gratui^ and superannuation fund trusts and making necessary 
proviaions. The amount brought forward from tbe previous 
year's account la Rs 58,000. Out of the total profit of Rs 

140.75 lakhs, a sum Rs 24 lakhs has already been utilised 
for the payment of interim dividend at Rs 1.20 per share, 
subject to tax, leaving a balance of Ra 122.76 lakhs for further 
appropriation. The directors have recommended a final divi¬ 
de of Be 1 per share, subject to tax, making a total oC 
22 per cent This will absorb Rs 20 lakhs. A sum of Rs 30 
lakhs has been transferred to tbe reserve fund. Allocation 
to charity and donation account is Rs 2 lakhs. The balance 
of Rs 70.78 lakhs has been carried forward subject to )hc 
payment of bonus to the staff. The bank’s deposits have 
rism from Rs 314 crores to Rs 355 crores. The bank opened 
during the year 36 new offices, increasing the total number 
of offices to 844. 

BANK OF RAJASTHAN 

The directors of the Bank of BojasUum Ltd, have repeated 
that the d^Dosits of the bank have registered an increase of 


11 per cent during tbe year 1868 over the figures ai la*t 
year and exceeded Rs 13.80 crorsa as on December 31, 1868- 

STATE BANK OF MYSORE 

The working of the State Bank of Mysore for the year 
ended December 31, 1866, revealed an all round progress. 

. The deposits and other accounts of the bank were Rs 44.80 
, crores at the end of the year and were better by Bs 3.26 
crores registering an increase of 7.82 per cent as coippaied 
with Rs 41.70 crores on December 31, 1867. The advances 
were higher by Rs 4.89 crores aud stood at Rs 32.88 crorea 
as against Rs 27.39 crores at the end of December 31, 1867. 
Tlu> working for the year has resulted in a uei profit of 
Its 13.19 hdehs subject to audit, us against Bs 23.10 lakhs for 
tiie year 1067, which together with the sum of Bs 0.21 lakh 
carried forward from last year amounts to Ra 23.70 lakhs 
available for appropriation. The board of directors have 
resolved to set aside Rs 5 lakhs towards reserve fund. 
Bs B.3S lakhs as bonus to staff and Rs 10 lakhs as dividend 
at the rate of 10 per cent. 

STATE BANK OF BIKANER AND JAIPUR 

The State Bank of Bikaner and Jaipur has made a net 
profit of Ra 15.99 Inkhs for the year ended December 81, 

1968, as against Rs 13.92 lakhs last year which together with 
a sum of Rs 28,000 being the amount brought forward, amounts 
to Rs 16.27 lakhs. Tha board of directors has decided to 
set aside Rs 3.20 lakhs towards reserve fund and Ra 7.08 
lakhs as bonus to staff. They have proposed the payment of 
Rs 5.60 lakhs os dividend at the rate of 7 per cent. 

VYSYA BANK 

The Vysya Bank Ltd has made a record progress during tbe 
year 1988. The deposits of the bank which stood at Rs SA2 crores 
at the end of 1967, have Increased to Rs 6.72 crores on December 
31, 1908, showing an Increase of 20 per cent. The net profit of 
the bank for the year 1868, after providing for taxation 
Olid other usual and necessary provisions, has increased from 
Bs 1.55 lakhs to Rs 2.60 lakhs. 'The total resources of the bonk 
which stood at Rs 6.5 crores, have exceeded Rs 8 crores. Includ¬ 
ing the sum of Rs 0.03 lakh brought forward, the balance 
available for appropriation is Rs 2.63 lakhs. A sum of Rs 1.2.4 
lakhs has been transferred to reserve fund, increasing it to 
Rs 7.75 lakhs, and a sum of Rs 0.25 lakh has been transferred 
to reserve for staff gratuity fund, leaving a balance of Rs 1.13 
Inkhs for payment dividend and tor carry forward. During 
the year the bank opened a branch at Ralchur and as at tbe end 
of 1968, the bank had 31 offices. During the year 1969, the 
bank proposes to open four more branches. Of these, three 
branches arc Iieing opened shortly, one each at Hanur (rural 
centre) in Kollegal Taluk, Bangalorc-Kempagowda Road in 
tbe Golden Jubilee Building of the Mysore Chamber of Ckim* 
merce, aud at Sadasivpet (rural centre) near Hyderabad in 
Andhra Pradesh. 

MEDICAL EQUIPMENT EXHIBITION 

The Medicur Works of Budapest organised a medical 
exhibition m the Indian Medical Association Building, Indra- 
prastha Marg, New Delhi, from January 17 to 27, 

1969. The Mcdlcor is a large manufacturer and exporter of 
medical and electro-medical equipment as well os X-ray 
apparatus. It boa four factories employing more than 5,000 
worker.*!. H exports 80 per coni of its total production and 
has coiinocti'ins with more than 35 countries. The products 
of the Medicor Works, especially deep-therapy equipment, are 
well-known and appreciated by different hospitels and medical 
coUeges in this country. The exhibits include universal 
traumiitologicnl and operaUng table, universal spirograph type 
PT-400, two-channel electro-myograph apparatus, eight channel 
electro-encephalograph. the TEX-60 X-ray apparatus and the 
"Plcoscale”. The fuU range of electro-medical and X-ray 
apparatus of Medicor Works Is represented by Siemens India 
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Ltd which will provide all technical aaiiatanct u well aa 
service possibilities tor the above apparatus. 

MVRPHY INDIA 

The new plant at Murphy India Ltd tor the moss production 
of 300,000 radio receiving sets a year was Inaugurated by Rank 
Organization chairman, ilohn Davis, at Thana, near Bombay. 
The UK firm bolds a substantial interest in Murphy India. Mr 
Davis indicated that the demand for radio sets in this country 
was growing at a striking rate. Between 1063 and 1968, the 
combined sales of Murphy radios and Bush radios produced 
by another associate company of Mulchandani Electrical and 
Radio Industries Ltd increased from 154,000 to 683,000, showing 
an increase of 345 per cent. L,ast year the two companies had 
produced well over 23 per cent of the total domestic output of 
radios, lie said his associate companies in the radio field had 
established high reputation for both product and service. He 
hoped his associate companies would before long be permitted 
to contribute their experience and special skills towards the 
development of high auality television in this country. 

CODREj 

A special function in Bombay presided over by Maharashtra 
Governor P. V. Cherian was held as part of the celebrations of 
Gandhi centenary year which also is the centenary of the 
founder of Godrej Co., Mr A. B. Godrej. He began in 1897 
manufacturing locks on a systematic line experimenting and 
devising improvements on imported ones. Later, he turned to 
the manufacture of safes and sateKleposit vaults. Mr Godrej, 
then manufactured a range of steel equipment for the office 
including "StoreweT. Godrej enterprise has now been manu¬ 
facturing M-12 typewriter with German collaboration which 
ranks with the bat. This enterprise claims to have brought 
down prices against fierce competition. 

PREMIER RUBBER AND aBLE INDUSTRIES 

Premier Rubber and Cable Industries, manufacturers of 
bicycle tyres and tubes, plan to produce automobile tyres and 
tubes soon. The company is seeking foreign collaboration with 
a Holland or UK firm. It has a licensed capacity of two 
million bicycle tyres and tubes each year. Besides, it has 
also a licoice lor producing rubber insulated cables, PVC 
Insulated cables, VB hose pipes and buffer springs. The firm 
is likely to be converted into a public limited company. It has 
a block capital of Rs 40 lakhs. The expansion programme has 
cost Rs 28 lakhs. The plant is located at Domvlbll (near Bom¬ 
bay) and is running to full capacity. The compan/s sales in 
1968 were Rs 1.62 crores. Its production is expected to reach 
Rs 3 crores in 1968 

BASF 

BASF India Limited hoped to commission its new stytopor 
plant at Thana-Balapur road soon, possibly before the close of 
the current financial year or immediately thereafter. Disclosing 
this information at the annual general meeting of the company 
recently, the chairman of the company added that when this 
plant would be commissioned the company would have com¬ 
pleted the process of concentrating all its manufacturing acti¬ 
vities in one factory. This integrated factory offered scope 
for further extmslon and diversification resulting in cost 
advantages for existing units. The company was also studying 
In association with its foreign collaborators proposals of new 
manufacturing lines. In the current year the company has been 
able to complete the erection of basyton plant which has since 
started commercial production of tanning agents. Since then 
the government had suspended the open general licence which 
should give the company a definite advantage in pushing its 


CORRECTION 
The Anatmny of Poverty 

In our issue dated January 24, 1969, on page 142, col. 1, 
line 12 from top, for the existing line, please read the following; 
*'ing the economics of a backward retfon in a backard economy.** 


sales through and the company has been given sufficient import 
licences to cover its reQuirements of raw materials. 

MRLOSKAR CUMMINS 

Kirloskar Cummins Ltd has reported higher sales of Rs 3.42 
crores during the year ended September 30, 1908, compared to 
Rs 2.96 crores in the previous year. The worUng has, how¬ 
ever, resulted in a lower gross profit of Rs 33.34 lakhs against 
Rs 37.74 lakhs. After providing Rs 18.79 lakhs lor depreciation 
and Rs 4.10 lakhs for development rebate reserve, the net profit 
works out substantially higher at Rs 30.46 lakhs. After writing 
back provisions for earlier years amounting to Rs 16.86 lakhs, 
the amount available tor disposal U Rs 47.41 lakhs. After ad¬ 
justing the brought-ln loss of Rs 27.68 lakhs and providing 
Rs 5.62 lakhs for depreciation in earlier years and Rs 11,778 for 
doubtful account, the balance of Rs 14.02 lakhs has been trans¬ 
ferred to general reserve. The directors have not declared any 
dividend for the year. 

CALCUTTA ELEaRiC 

The Calcutta Electric Supply Corporation Limited has 
shown no Improvement in hi^ tension Industrial sales for the 
half-year ended September 30,1968. However, there was some 
Increase in low tension sales resulting in an overaU increase of 
2 per cent over sales In the corresponding period of 1967. The 
board of directors was satisfied that the profits jusUfied the 
payment of an interim dividend on the ordinary shares at 4) 
per cent, free of tax, for the year ended March 31, 1969. This 
will be paid both in the United Kingdom and in this country mi 
February 16 to those stock-holders registered as on January 29. 
For 1967-68, the corporation paid a total dividend of 9 per cent. 

UNIT raiCE RAISED 

The Unit Trust of India has raised the sale and repurchase 
prices valid for January 24, by five paise per unit. The sale 
and repurchase prices of units will, ttmrefore, be Rs 10.55 and 
Rs 10.06 per unit, respectively. 
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COMPANY MEETING 

THE ASSOCIATED CEMENT COMPANIES LTD 

Summary of Chairman’s Statement 

Tbe folIowlMf bt a anminanr of tb« atataiMat tamed to ahanholden hr Shri N. A. ralkhlmla, Chalrmea, The 
Aeweiated Cement Compaalee Limited, on the Compaar'e woridac In the rear ended Slat lair IMS. The Aaawd 
faenerel Meetlnt of the Compear will be held on Wednaadar. lanaur M, 1969, at 4 p.Bk at the Father Hall, 
Nathltaii Thaokener Hoad. Fort, Bomber, 


Mr Oharanuiey M. Kbatau haa been a Director of your 
Company since its incorporation in 1938 and waa Ita Chairman 
from 1»4B to December 1968, Under hia wise atewardaUp 
and able.guidance, the Company haa made enormous atrldea. 
If the Company haa today a proven record of growth uid 
good management and a rotation lor quall^ and integrity, 
which make the Company the leader in the cement induatxy 
in a sense which is not confined to ita productive capaei^ 
and turnover, it ia in no amall measure due to Mr Dbaramaey 
Khatau's vision and counsd. I am sure you would like me, 
to express our deep gratitude to Mr Kbatau for all that he 
has done for your Company, and wish him a long and relaxed 
evening of life. 

I am taking over bis office at a time which is not the 
most propitious. The figure of net profits after the necessary 
appropriations is the lowest since the inception of the Company. 
The retention prices permitted by the Government are wholly 
unremunerative: and at the same time the industry faces 
the grim prospect of excess production, underutilisation of 
capacity, and transport bottlenecks. It is not the cement 
industry alone which has a difficult future ahead. The old 
Chinese cune—“May you live in interesting timeal”—seems 
to brood over the Indian political and economic scene. 

PSYCHOLOGICAL INFRA^STBUCTUBE 

Even as there is a tide in the affairs of men, there Is 
a tide in the affairs of nations, which, taken at the flood, 
can lead on to fortune. At this moment such a tide awaits 
our country. An impressive infra-structure has been- built 
up in the last 15 years in irrigation facilities, generation of 
electrie power, improvement in transport facilities and growing 
ranks of engineers. The agricultural revolution has brought 
comparative prosperity to large sections of the population. 

What remains to be done is the building up of a psycho* 
logical infra-structure corresponding to the physical infra¬ 
structure,— 1 mean the creation of an atmosphere where 
industry can look forward with confidence to the unfolding 
future. This confidence can never be inspired unless tbe 
Government is able and willing to make quick and firm 
decisions based on an approach to economic problems whidh 
is Imaginative and not ideological, and which is marked by 
a breadth of vision that acoms politieal gimmicks and roolutely 
pursues pragmatic policies. 

CASE FOB INCREASE IN RETENTION PRICES 

1 should be failing in my duty if I did not give expression 
to the deep sense of frustration and injustice which pervades 
the entire cement industry at the incomprehensible inaction 
of the Government on tbe issue of increase in retention prices. 
Manufscturlng costs have increased since January 1966 ^ 
no less than Bs 17 per tonne due to factors over which the 
industry has no control md some of which are the result 
of the Government's own action. Freight on coal and stores 
has increased; so have coal prices, royalties, electricity duty, 
wages and dearness allowance. * 11)0 escalation adjustments 
recommended by the Tariff Commiasion have been denied to 
the Industry. As early as April 1967 the cement Industry 
pressed its claim for a suitable increase in price, but it waa 


not tUl August 1968 that tbe Government agreed to have tbs 
cost structure examined The cost figures duly audited are 
eloquent enough to ccmvince any impartial mind that tbe 
industry has the soundest possible case for an increase in 
price. Three years have elapsed since the last price revision 
and almost two years have elapsed since tbe unansweraUe 
ease of the industry waa presented to the Government lor 
an increase. 

Justice requires that a price increase should be announced 
forthwith. Further, fnnn January 1966 the Government has 
reverted to the three-tier retention price system which has 
worked unfairly against your Company. To redress this 
Injustice, the increase in price should be with retrospective 
effect from tbe 1st January 1968, at least in respect of the 
lower two of the three-tier retention prices. Tbe large fund 
accumulated in the Cement Regulation Account lying with the 
Government may be utilised for this purpose. 

PRICE CONTROL 

There is no justlficatiou for continuation of control on 
the price of cement. The market has changed from scarcity 
to surplus, from the effortless sellers* market to the competitive 
buyers’ market The rural population, with its comparative 
prosperity and freedom from strangulating taxation, bids fair 
to become the major consumer in the years ahead. The total 
productive capacity in tbe country is at present 14.5 million 
tonnes. It is expected to rise to 19.4 million tonnes by January 
1971. The corresponding figures tor your Company are res¬ 
pectively 5.7 million tonnes otd 8.8 million toimes. The all-India 
production in 1968 was 11.7 million tonnes, and the present 
demand is being fully met. * Indeed a surplus situation has 
already developed, particularly in tbe South; and at a number 
of factories, including some of your Company, stocks of clinker 
and cement have accumulated. With the rapid increase in 
capacity during the last two years and tbe additional capacities 
which are due to come into operation, the surplus situation 
will continue in an accentuated form during 1969 and 1970 
when the Industry will be probably producing 18.8 million 
tonnes and 16 million tonnes respectively. 

In such a situation where the production exceeds the 
demand, price control can only cause distortimis without 
achieving any public good. Free competition, unfettered bj 
restrictions on price or dlstributlim, is a tremendous powar- 
house which can generate growth with stability in the cement 
industry. But this power^use has been imt out of commission. 
The Govemnumt has continued controls which obstruct expan¬ 
sion, deflect enterprise and constrict growth. The controls 
on the cmmit industry at present are typical examples of 
restrictions imposed by our Government which, in tbe telling 
words of our Constitution, are neither reasonable nor in tiie 
public interest. 

The Government should overhaul its prictng policies and 
mechanism without delay so that there is always a timely 
review of prices whenever warranted or else there is automatic 
escalation in tbe price to compensate for unavoldaUe inereassi 
in costs. Had such a realistic policy been followed hitherto, 
tbe worUag of thia pramisr Cament Company whieh aeceunts 
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toe nearly 40% oI the country’s production would not have 
been reduced to the sad plight reflected In the accounts tor 
lOtrr-OR. 

CONTROL ON DISHUBVTION 

It is unwise to continue the existing contr :1 on the 
distribution ol cement when the supply is in excess ot the 
demand. In a situation ol surplus, there should ba no doubt 
that every region of the country will be supplied, because the 
alternative would be reduced offtake and further building up 
of stocks. Ihe fear that in the event of decontrol on distribution 
the distant consumer would have to pay more for his cement 
could be dispelled by continuing the present system of a fixed 
selling price at ail f.o.r. destination stations throughout the 
country. This may temporarily put up the freight bill f 
certain producers, but with the expansion of demand in ail 
r^ons during the years ahead, the position will eventually 
right itself; and the disincentive to establishing' more capacity 
where production is already surplus and the incentive for 
establishing capacity where there is a shortage will lead to a 
better location of new factories. 

CONSTRUCTION Ob' CONCRETE ROADS 

I would strongly urge the Oovemment to take up the 
construction of concrete roads which, though Initially mort‘ 
expensive to construct, pay for themselves by iheir longevity 
and very economical maintenance costs. For many years past 
•Ihete was hardly any cement available for road ccnstiuct.oi. 
During the next few years when cement will be surplus, the 
opportunity should not be lost of providing the country with 
first-class concrete roads capable of carrying heavy traffic for 
decades without renewal. In order to finance the construction 
of concrete roads over and above what can be allocated from 
the Central and State Budgets, I would urge the Government 
to consider setting up a Road Financing Corporation which 
would be allocated funds by the Centre and the Stales. Such 
a Corporation could assist State and Municipal bodies in pro¬ 
curing cement on deferred payment basis. 

EXFORTS 

Secondly, the Government should take this opportun.ty to 
increase exports of cement substantially. The subsit’.y of 
25% of the f.o.b. value presently granted through the State 
Trading Corporation plus Rs 6/. per tonne provided by the 
Cement Controller still leaves a substantial gap in relation 
to the inlernal selling price of cement which the exporting 
producer has to bear in order to sell at competitive prets 
in the Middle East and other markets. If exports are to be 
stepped up from the existing three lakh tonnes to over one 
million tonnes, the Government will have to incren.^' their 
subsidy substantially. 

TARGET IN THE FOUBTH PLAN 

••Experience”, said Sainte-Bcuve, •'is- like the pole-star; it 
only guides a man In the evening, and rises when he is going 
la rest". Apparently, for some people this star never rises,—' 
early or late. New Delhi has learnt little from the experience 
of the earlier Plans. The very realistic target ol cement 
manufacturing capacity set by the First Plan was 6.3 m llion 
tonnes and the actual achievement of 5 million tonnes was 
close to the target. The Second Plan had the target of 

10 milliim tonne capacity, which was later scaled down to 

11 million tonnes, while the capacity achieved was only 9.3 
million tonnes. The Third Plan envisaged a capacity ol 
IS miUlon tonnes, whUe in fact the capacity did n^ rise above 

12 million tonnes. Certain Government agencies wmt to set 
the capacity target lor cement at 23 million tonnes for th- 
Fourth Plan—an extravagant figure, 'We believe that the 
capacity of 1B.4 million tonnes, adileh is going to be achieved 
by the expansions already undertaken by the industry, wiU 


be more than sufficient The increase' in capacity trm 14.S 
million tonnes to 19.4 million tonnes, which represents a rise 
of SS.79% in the short space of two to three years is, on anp 
reckoning, a phmomenal increase. 

UNENDING TAX PROCEEDINGS 

I should like to say a word about the burden of taxation, 
on a priority industry like cement. For the assessment year 
I96U-61 the effective rate of tax for your Company was 44.30%. 
For the asiajssment year 1968-09 it bad risen to 51.12%. The 
relief granted in respect of new factories on the ground that 
they were newly established undertakings, has involved pro¬ 
tracted litigation for every year that the relief has been 
claimed. The first a.ssessment year for which relief was 
claimed was 19S0-6I). For that year your Company succeeded 
before the Tribunal, but the Commissioner's reference u 
pending in the High Court. For the subsequent three years 
where again your Company succeeded before the Appellate 
Assistant Commissioner, the Department’s appeals are pending 
before the Tribunal. For the assessment years 1903-04 and 
1964-65 the Company’s appeals are pending before the Appellate 
Asslslant Commissioner. The assessments for the subsequent 
years have not been made. In the meanwhile, the shareholders’ 
assessments get completed and become, final. 1 believe that 
90% of those shareholders who are nnttUetl to tax relief in 
respect of dividends paid out of profits of our new factories, 
WiU never get it. because of the wrong attitude taken up by 
the Department in the first instance and the unmiling pro¬ 
ceeding which go on in respect of every year’s assessment. 


The complexity of our fisrul laws is truly beyond belief. 
Even worse is the spirit, thin as a filament, in which the tax 
laws are administered. The assessing Officers ate given more 
and more powers and aUowed less and leas initiative and 
independent judgment. The environment and set-up are highly 
conducive to the general tendency to record conclusions adverse 
to the assessee and let the law lake its course- its painfully 
praloni.<ed and tiring course. The prick of official conscience 
is assuaged by the knowledge that the wronged assessee has 
the right of appeal and reference. The administration of the 
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tax laws is guided by Ibe tetter which killeth and not by the 
spirit which vtvUies. The desire is not to see that a talr 
assessment is made but to ensure (hat the maximum tax is 
levied. The case ol your Company is a typical example of 
how an honest taxpayer has to embark on annual litigations, 
lasting on an average Tor more than a decade, to^ore a slmide 
point con be settled as to how much oT its profits from expan¬ 
sion schemes is exempt from tax. 

WORKING RESULTS 

Production of all types ol cement mmufactured by your 
Company increased by 1.28 lakh tonnes over the previous year 
and sales increased from 44.71 lakh tonnes to 45.61 lakh tonnes. 

In spite of increased production and sales, it is regrettable 
that the year under review has been a very disappointing 
one lor your Company. The main reason for this unhappy 
performance is the unprecedotted rise since 1066 in the various 
cost elements, referred to above, over which your Company 
had no control. 

Further factors that have contributed to the increase in 
operational cost are the larger provision made for depreciation 
during the year due to new units going into production, and 
higher interest charges paid on increased borrowings for 
accelerated expansion. 

Caught in a vice between soaring costs and o static 
retention price which is becoming more and more inadequate 
as the months go by, the reduction in your Company’s profits 
would have been more severe but for the continued and all-out * 
efforts to improve the efficiency of operations In all spheres. 


DIVIDEND 

In order to avoid hardship to the shareholders, the great 
majority of whom are amall shareholders who rely on their 
dividend income in these hard days, it has been decided to 
maintain the dividend of 12% by drawing the entire amount 
from reserves. It need hardly be added that it would not be 
possible nor prudent to continue the policy of maintaining 
our dividend unless a satisfactory price increase is granted 
and profits improve. 

CEMENT WAGE BOARD 

The Government has changed the date of implementation 
of the recommendations of the Wage Board from let December 
1067 to 13th February 1068. The recommendations are to 
remain in force for a period of five years. Your Company 
has decided to implement the recommendations as modified 
by the Government, and 1 hope that we can look forward to 
a perio-.! of industrial peace and harmony in the years ahead. 

MANAGING AGENTS 

Cement Agencies Limited will cease to be your Managing 
Agents on lat April 1070. Thus will end, unfortunately, an 
era of efficient management which has lasted for more than 
a third of a century. Your Directors are giving careful 
consideration to the need for a new set-up to ensure that the 
efficiency of management ia maintained; and proposals will 
be put before you in due course. 

In closing. 1 should like to express, on your behalf and 
on behalf of the Management, appreciation of the fine work 
put in, and the spirit of cooperation evinced by, your Com¬ 
pany's far-flung staff at the Works and the CoHieries, the 
offices and other establishments. 


THE UNITED COMMERCIAL BANK LIMITED 

Head DfHce: 10, Braboome Road, Caleatta-l. 

R. B. SHAH 
CHAIRMAN 


AUmORURD CATITAL . 

Ro. 

I46J6.606 

SUBSCRIBBD CATITAL . 

Ra. 

8 JI,66,66I 

TAID-Or CATITAL . 

Mm. 

CJ6J6A66 

RISRRVR FUND AND OTBRR RRSRRVRS 

(31-11-1061) . 

Ra. 

4A1J6.6M 


BRANOHR8 

la Ml important Cities aad Towns of India, Foreign Branches In Malaysia, Mngapoie, Hoag Kong and United 
Kingdom. Agents thrionghont the world. 

BUB1NI8S AND 8KRV1CB 

Current Accounts—Fixed Deposits—Bavings Accounts—Cash Certifteates—Recurring Deposits—Drafts and Tele¬ 
graphic Transfers—Rupee Traveller’s Cheques and Other types of Domestic and Foreign Banking Business. 

1. J. UTAMBING 
fUBIERAL MANAGER 






Januar> 31, 19C9 


EASTERN ECONOMIST 


m 


THE RIGHT KIND 

OF CLOTH/ 



SPECIAUTIES: 


SUITINGS 

SHIKTINGS 

LENDS 

POPUNS 

TOWELS 


ROLLER & 
SCREEN PRINTS 
TAPESTRIES 
OHOTIES 

SAREES 
ETC. ETC. 




2()0 


EASTERN ECONOMIST 


January 31, 1969 


To Plug The Drain Of Foreign Exchange 


RAYON - GRADE DISSOLVING PULP 


based on Kerala Bamboo 


produced and marketed 


h 


THE GWALIOR RAYON SILK MFG. (WVG.) CO^ LTD., 

(Pulp Division) 
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Gram: ‘WOODPULP’, Calicut. 
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A Comprehensive Review of^ Industries 


Comunee Aaatisi Nambor. USB: Edited by Mr VadUal DagU; 

Published by R. M. Shah an behalt of Commerce <1935) 

Ltd, Bombay-20: Pp. 360 plus XU; Price Ba 10. 

The Commerce Annual Number, 1968, baa taken the state 
of industry as its central theme. The editor has. In the first 
article, tried to foresee the likely industrial policy of this 
country in the ’seventies in the light of the experience in recent 
years. He is of the view that a change in the attitude of our 
bureaucrats “in a decisive and demonstrable manner" is a mii8< ; 
but for this change it will be futile to hope lor speedy growth 
in Industry in the next decade. 

The industrial development of this country since 1947 bai. 
been analysed in a survey by Mr Narotham Shah, head of the 
Besearch Bureau of Commerce. Mr R. Venkataramaii, Member, 
Planning Commission, has assessed the outlook for Industry 
during the fourth five-year Plan period and has come to the 
conclusion that “an annual increase of 8-10 per cemt in indus¬ 
trial production would not be too optimistic". Mr V. T. Dehejia, 
Chairman of the State Bank of India, has discussed certain issues 
in industrial finance. According to him, the government has 
taken a number of steps in order to revive the capital market. 
He has listed in this regard the discontinuance of annuity 
deposit scheme, abolition of separate surcharges on earned and 
unearned incomes, reduction of surtax on companies from 35 
to 25 per cent, abolition of dividend tax and exemption of first 
Rs 500 of the dividend income from income-tax. And now it 
is up to the private sector to accept the challenge, says Mr 
Dehejia. On the other hand, Mr G. M. Laud, Editor of the 
'Financial fbtpress*, believes that the hope of a robust recovory 
in the capital market will have to be deferred at least till the 
beginning of the fifth Plan. 

There are interesting articles on various other aspects ol 
industrial growth by S. M. Oahanukar, K. S. Basu, Raj K. Nigam, 
Rohit Dave, P. Y. Cbinchankar, K. L. Nanjappa, 3. H. Doshl 
and a few other contributors. The problems of the major in¬ 
dustries such as steel, aluminium, machine tools, electronics, 
chemicals, petrochemicals, pharmaceuticals, plastics, cement, 
coal, oil, elertricity, shipping, automobiles, textiles, jute, sugar, 
paper, vanaspati and some other Industries have been discussed 
by competent contributora. A separate section covering about 
42 pages presents industrial profiles of states and a special 
blue supplement provides valuable data on the state ol Indian 
industries. As usual the annual also contaiiu reviews of differ¬ 
ent markets in the country. A bibliography of six pages is a 
useful appendix. Taking into account the sizable reading and 
reference material given in this annual number, it is moder¬ 
ately priced at Rs 10. 

A RICH COLLECTION 

Captial’s Aannal Survey of Econosale aad FuUlc AttaitR 

Acting Editor Dr B. B. Ghosh; Pp. 166; Price Rs 5. 

As in the past, Capital’s Annual Number is a collection of 
a large number—29 to be precise—of interesting articles relat¬ 
ing to various facets of our economy as well as of world pro¬ 
blems. The very first article by William M. Clarke discusses the 
international currency crisis. Mr Clarke has ended his article 
with an optimistic note which Indeed was inspired by Mr 
McNamara’s speech at the World Bank meeting in Washington 
four months ago. Mr Geoffrey Tyson has analysed the flow of 
foreign aid to the developing countries and the problems of 
repayment of loans. Mr Tyson is of the view that even the com¬ 
munist countries may not be in a position to liberalise assis¬ 
tance to developing countries. Mr Gmrge Barrell has discussed 
the role of SDR's in resolving the world monetary crisis while 


Mr M. R. Masanl has stressed the need for accelerating economic 
development of this country consistent with political stability. 
Mr Ashok Mitra, Chairman, Agricultural Prices Commission, 
has laid down the criteria for fixing agricultural prices for 
raising farm output. There are other provocative articles by 
such luminaries as C. N. Vakil, N. Das, Bhabatosh Dalta, P. S. 
Lokanathan, M. It. Meher, R. R. Shah, A. K. Basak and a few 
others. 

A GOOD START 

Margin, Volume 1, Number 1, Oi;tober 1868; Copies available 
from the Administrative Officer, National 0)uncil of 
Applied Economic Research, Parisila Bhawaii. 11 Indra- 
prastba Estate, New Delhi; Pp. 32; Price sbigie copy Rs 3. 

The National CouncU of Applied Economic Research has 
brought out a quarterly—Margin—whose first issue was re¬ 
leased in the last quarter of 1868. Within the compass of 32 
pages, five provocative articles have been presented along with 
reviews of two books. The Director-General of the NCAER, 
Mr Bhoothaltngam, in an article entitled “Of Development 
Programmes" has discussed the problems associated with the 
implementation of developmental projects in this country. The 
(s-ux of the problem, according to him, is "to ensure that ail the 
relevant assumptions on which the choice was based do come 
out to be true to the maximum extent possible". He has re¬ 
commended “imaginative foresight and careful planning" in 
the implementation of projects. Other articles contributed by 
members of the NCAER staff make interesting reading. “The 
Nature and Function of Location Studies" by Mr T. R. Rao looks 
formidable because of the inclusion of higher mathematics; as 
model building is a fashion today, perhaps no highbrow journal 
can do without It. Let us hope that the younger generation 
of ecqpomists which has been trained in the sciences of mathe¬ 
matics and statistics along with economics, will be able to 
profit from such leomed exercises. 

FOR BETTER HANAGENENT 

Indian Administrative and Management Review, Vol. 1, No. 1, 
October-December, 1968; Edited by Satish C. Seth and pub¬ 
lished by Indian Administration and Management Review, 
A-3, Pandara Road, New Delhi-11; Pp. 88; Price Ks 6. 

It is a fact that we do not have in this country many good 
journals dealing with the problems of administration and 
management The quarterly under review meets a long felt 
need. The first issue is impressive In the sense that it pre¬ 
sents within the compass ol 88 pages, inspiring articles con¬ 
cerning administration and management which developing coun¬ 
tries such as ours have to face. While reviewing the problems 
of administration In this country, the editor has opined that 
“the real need Is to install instruments of training and testing. 
We must have only such people as administrators, who have 
received training for their Jobs and who know what to do and 
how to do it efficiently”. The contributors include eminent re¬ 
searchers such as Dr S. Chandrasekhar, union Minister of State 
for Health and Family Planning. Dr Dwlgut Waldo, the Albert 
Schweitzer Professor in Humanities (Syracuse), Prof. Howard 
Banmgastel. Kansas University (USA) and a number of other 
university professors. 

FROM KABUL TO DJAKARTA 

Far Eastern Eeonomie Review, 1868 Tear Book: Edited by Derlk 
Davies and Published by Far Eastern Economic Review, 
401-8, Marina House, P.O. Box 160, Hong Kong; Pp. 324. 

This tenth year book of our contemporary from Hong Kong 



202 


EASTESIN ECONOMIST 


January 31, 1989 


presents an Informative survey of happenings la the sprawling 
region covered by the triangle Tokyo-Kabul>Djgkarta. A pro¬ 
vocative review of the major events in this area in 1868 Is given 
by the editor. He has described the publication of the book 
‘Asian Drama' by Gunnar 'Myrdal as a single, most significant 
event of last year. Prof. Myrdal's book, according to the editor, 
"constitutes complete condemnation of the techniaues and 
achievements of Aslan planning”. The country-wise survey is 


Readers’ 

FAILURE ON RUBBER 

Sir,- ill his ai'ticle on page 1008 of your issue dated 
Movember 20, iOCU, "Sagittarius" has rightly dej^red that 
political consioerations rather than economic issues have 
dominuied the rubber situation. Our main criticism of the 
recomiitundations of the Tariff Commission was to this effect. 
Uut some ol “Sagittarius'" arguments are based on wrung 
premises. His enthusiasm lor exaggerating the interest of the 
rubber consumers has lesuited in his being unfair to the 
producers. 

Uubber prices were controlled from 1843 to December 1863 
except for a short spell in 1846-47. For tbs major part ol 
these two decades the statutory price fixed on cost plus basis 
as a result of the Tariff Commission enquiry was very much 
less than the international price, and the beneficiaries of this 
were the manufacturers. Immediately after the statutory 
minimum price control of Ks 425 per quintal of raw rubber 
was reimposed, rubber prices slumped to Its 380 per quintal 
us there was u glut in the rubber market with excessive 
imports allowed during 1060-67. The inclusion of an element 
In the price for depreciation of field assets was conceded much 
earlier and wo have criticised strongly the Commission’s re- 
conuuenduiions on the subsidy scheme. 

It is wrong to say that producers want a price which 
was ruling during 1060. The growers’ demand is lor a fair 
economic price which would take care of increasing labour 
costs and allow u reasonable return on capital and create 
adequate resources for ploughing bock to devdop and improve 
ylelils. 

The costed units taken by the Tariff Commission related 
to tile year 1865-66 which did not take into account the 
Increased wages and dearness allowance accepted by the indus¬ 
try in December 1888. 

This association has all along advocated the Introduction 
of a mechanism by which imports should be so regulated that 
neither the rubber consumers nor the growers exploited the 
situation arising out of a glut or a scarcity of supplies. 

Does it stand for any economic reasoning to argue that 
tiiere is a good case for fixing differential pricesT How can 
different prices be charged lor one and the same product? 
Is efficiency to be penalised by a lower return? 

The writer complniiis that the monopolisUe group of 
growers are disregarding the interest ol consumers. Be did 
not however complain when consumers of rubber forced the 
growers to sell below the statutory prices. 

The buyable prices for tyres were always higher than 
what the manufacturers’ list showed. In 1865-66 when the 
price ol rubber was considerably above what It Is today, the 
monufneturers were selling their tyres at cheaper prices and 


preceded by Industry-wise commentary of such major indua- 
tries as oils and fats, tea, rubber, mining, shipping, textile and 
jute. Both the political and economic changes in 1888 axe 
discussed in an Interesting manner in the case of each country 
of the region though India, Japan and China have been dealt 
with in a comprehensive manner. This annual number is a 
useful reference book for the study of economic and political 
cluiiiges in the Far East. 


Roundtable 

the eonsuniers were able to buy their tyres at the list prices. 
This oniy goes to show that the change In the price of raw 
rubber was not tbe only cause for changes in the prices of 
tyres and rubber products. When the prices declined, there 
was no corresponding reduction in the price of tyrra. 

There is a calculated exaggeration in presenting the view 
that the interests of the rubber consumers are ignored. 

S. V. NARAYANAN, 
Information Officer, 
United Planters’ Association ol 
Southern India 

Coonoor. 

LABOUR AND COMPUTORS 

Sir,—The Computor Society of India at its recent meet¬ 
ing has made a controversial statement that, ‘computors 
do not affect labour’. Such statements are issued 
every now and then by tbe advocates of computors, but in 
practice automation is suggested and even adopted (except 
at places ol research) only to reduce the clerical stall. At 
least the fact that automation reduces further scope for 
employment is admitted by all sections openly. Retrenchment 
does result, but to cloud It, to avoid objections from labour, 
the surplus is absorbed in other jobs, whether productive or 
not, to establish that “automation reidBces machines not men". 
Ail this has no sense. This only strengthens labour’s pre¬ 
judice against the use of automation and computors under all 
circumstances. 

The best method ol convincing the labour is to bring 
home well known, admitted and time tested facts and figures 
about technological developments and how they help in render¬ 
ing better service to mankind. 

Let us start with electricity. Fifty years back it was 
a terror to many and a luxury for a few. Today a well 
lighted home is welcome. Life has become more comfortable 
and enjoyable with facilities such as an electric fan and a 
radio. Did electricity result In unemploymoit? No. Take 
the example of typewriter—another technological development. 
Who can deny its benefits?. 

Computor is another example of the technological deve¬ 
lopment It improves efficiency and renders cost reduction, 
i.e., we get mote things for the same money or tame things for 
lesser money. 

It is the long-term bentf it of techncdogteal developments 
and computors which mutt be focussed and projected with 
the background of admitted facts. This is tbe only method 
to con^ce our masses and not the prestige publicity cam¬ 
paigns tile UC has launched. 


Visakhapatnam 


M. L. JAIN 
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Industrial Capacity in Major Industries 

IN A note prepared for the hventicth meeting of the Cential Advisory Council of Industries held in the 
capital early this month, the Department of Industrial Devehipmcnt in the Ministry of Industrial Development 
and Company Affairs had presented an overall pictuio of the performance of the major industries. The 
following tables give the existing capacity in main engineering and non-engineering industries and U»c 
expansion in capacity recorded since the commencement of the third Plan. 

PROGRESS OF INDUSTIOAL DF.VKLOPMKNT FOR MAJOR INDVSTRIES 

(PosiUuii as on April 1, 1968) 


N'aflio oi the industry 

Unit 

2 

Existing 
capacit.v 
as on 

April 1. l»ni 

3 

Thlnl 

Plan 

target 

4 

Existing 

installed 

capacity 

St capacity 
covered hy 
foreign 
exchange 

5 (6+7) 

Existing 
installed 
capacity 
ns on 
April 1, 
1968 

6 

Additional Additional 
capacity capacity 
eoverefl not covered 
by by 

foreign foreign 

exchange exchange 

7 8 

Total 

licensed 

capacity 

inrl. 

existing 

capacity 

9(54-8) 

Industries looked after by the 
Deptt. of lndu.strial Development 

Steel castings 

’000 tonnes 

ENGINEERING INDUSTRIES 

38.12 200.(HP 303.83 

184.83 

J 19.00 

83.0(1 

388.89 

Steel fnrgincs 

»* 


200.00* 

* 182.52 

97.40 

85.12 

95.18 

277.70 

Cast iron custmt's 

I.akh tonne.*! 

6.'in 

I‘2.00t 

6.78 

6.24ti 0.54 

0.08 

6.881 

Alalleablc/iron easting 

'000 tonnes 

18.2!) 

100.00 

69.87 

23.55 

46.32 

51.80 

121.07 

Cast iron pipes 


278.40 

800.00 

665.14 

469.54 

195.60 

98.00 

761.14 

Steel pipes tubes 


300.38 

4",0.00 

800.08 

500.63 

209.40 

166.00 

966.08 

Slet'I wire ropes 

»• 

.1.64 

10.00 

37.44 

28.44 

9.00 

NIL 

37.44 

Structural s 

•« 

394.68 

900 00 

.175.34 

460.24 

115.10 

79.40 

064.741 

Cranes 


9.32 

60.00 

36.16 

24.20 

13.96 

26.2:> 

64.41 

Sugar mill m.vhinery 

Rs crorcs 

11.60 

16.00 

16.43 

15.12 

140 

NIL 

18.42 

Cement machinery 


1.10 

4.50 

•23.00 

23.00 

NIL 

NIL 

23.00 

P.iper mill niiichlnery 

«» 

3.70 

8.:'>0 

6.09 

6.0.1 

0.04 

Nil, 

6.09 

Dairy machinery 

Rs crorcs 

1.78 

2.S0 

2.57 

2.67 

NIL 

1.7) 

4.35 

Tungsten carbide 

Tonnes 

9.60 

i«.no 

337.00 

127.01) 

210.00 

NIL 

337.W) 

.vlachlite tools (escl furnaces) 

Rs crores 

8.00 

30.00j 

; N.A. 

5H..iri 

N.A. 

N.A. 

N.A. 

Road roller.'i 

Nos. 

450 

800 

1.080 

1,800 

180 

120 

2,100 

Koiler.s (industrial and power) 

Rs crore.i 

3.70 

23.001 

13.42 

11.11 

2.31 

1.46 

14.(18 

Hallway wagons 

Nos. 

26,000 

33.500 

3,3.734 

32.734 

1,000 

1,000 

34.734 

Passenger car.s 

'000 nos. 

20.20 

30.011 

30.00 

30.00 

Nil. 

NIL 

30.00 

Commercial vehicles 


28.00 

60.00 

06.911 

53.40 

n.so 

Nil, 

00.90 

.leeps & station wagons 

•» 

9.50 

10.00 

25.00 

12.00 

13.00 

NIL 

25.00 

Motor cycles, scooters & mopeds 


23.00 

50.00 

75.50 

75.50 

NIL 

NIL 

79 50 

Ball & roller bearing.s 

MiU. no.s. 

1.70 

Il.OOji 

24.09 

12.14 

11.95 

2.58 

26.07 

Power driven pumps 

'000 nos. 

128.00 

104.00 

N.A. 

138.43 

N.A. 

N.A. 

NJV. 

Diesel engine.s (stationary) 

tt 

47.70 

72.00 

N.A. 

74.06 

N.A. 

N.A. 

N.A. 

Agricultural tractors 

'000 nos. 

Nil 

12.00 

34.00 

11.00 

23.00 

Nil, 

34.00 

Electric transformers 
(33 KV & l)elow) 

lakh KVA 

14.00 

40.00 

c:!.r.'j 

57.27 

11.62 

1.20 

70.091 

Electric motors (300 H.P. 
and below) 

Lakh H.P. 

11.30 

30.00 

30.54 

22.48 

8.06 

2 IG 

32.70 

Welding electrodes 

Mill. K. Ft. 

462.00 

1080.00 

1794.00 

1314.00 

480.00 

NIL 

1,704 00 

Air compre!»!(jrn 

Nos. 

2300 

8.000 

7431 

6.091 

540 

Nil. 

7,531 

TypcwTltcrs 

'000 Nos. 

45.00 

100.00 

(.1.800 

86.00 

assessed by the Dev. council) 
74.00 12.00 Nil, 

86.00 

Bicycles 

Lakh nos. 

14.14 

22.00 

21.75 

21.75 

NR. 

NIL 

21.7.1 

Sewing machines 

*000 Nos. 

133.70 

700.00 

453.00 

432.00 

21.00 

NIL 

453.00 

Domestic refrigerators 

»e 

13.60 

50.00 

.‘>2.60 

37.80 

14.80 

NIL 

52 60 

Commercial refrigerators 

•1 

1.61 

6.00 

1.61 

1.61 

NIL 

NIL 

1.61 

Hoorn air-condittoners 


20.05 

.•)0 00 

28.28 

28.20 

NIL 

NIL 

28.28 

Water coolers 

•• 

5.33 

20.00 

5.33 

5.33 

NIL 

NIL 

5.33 

Coated abrasives 

'000 reams 

182.00 

400.00 

272 00 

272.00 

NIL 

70.00 

342.00 

Grinding wheels 

'000 tonnes 

3.13 

4.S0 

5.96 

4.94 

1.02 

0.83 

6.79 

Clocks 

'000 DOS. 

NU 

200.00 

160.00 

112.00 

48.00 

NIL 

160.00 

Time pieces 


60.00 

1.200.00 

1000.00 

510.00 

490.00 

200.00 

1200.00 

Watches 

et 

Nil 

1,200.00 

670.00 

670.00 

NIL 

600.00 

1270.00 
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PROGRESS OF OiOOSIRlAli DEVELOPMENT FOR MAJOR INDUSTRIES (Contd.) 
(PoattloB aa on April 1, ]96» 


Name of the Industry 

Unit 

Existing 

Third 

Existing 

Existing 

Additional Additional 

Total 



capacity 

Plan 

Installed 

installed 

capacity capacity 

licensed 



aK on 

target 

capacity 

capacity 

covered not covered 

capacity 



April!. 1961 


& capacity 

as on 

by by 

IncL 





covert by 

April 1, 

foreign foreign 

exiating 





foreign 

1988 

exchange exchange 

capacity 





exchange 





2 

» 

4 

5 (6+7) 

6 

7 8 

9 (5+8) 


FiMtric cables & wires 


ACSR 

'000 tonnes 

19.30 

.55.00 

100.73 

95.23 

5.50 

VIE & PVC Mill, core/yds. 

463.20 

(68.00) 

800.00 

1053.30 

943.80 

109.50 

Paper insulated KM'000 tonnes 

1414 

7JIOO 

10,004 

8,090 

1,914 

Barp copper conductors 

91 

17.80 

18.70 

10.00 

19.00 

NIL 

Wladlng wbaa: 

(a) Enamelled & copper covered 

St 

4.50 

20.00 

19.69 

15.19 

4.50 

(b) Paper cotton covered 

„ 

2.19 

12.00 

15.26 

9.86 

5.40 

Electric fans 

Lakh nos. 

17.40 

38.00 

15.68 

15.10 

0.52 

Boaae service metres; 

Single phase 

M 

3.84 

33.00 

18.70 

14.60 

2.10 

Poly phase 

tt 

Nil 

3.81 

3.46 

2.98 

0.48 

Electric Lamps: 

OIS & other.-! 

Mill. nos. 

46.08 

90.00 

106.09 

65.59 

40.50 

Fluorescent lubes 

»f 

1.20 

7.00 

15.00 

8.20 

6.80 

Miniature lamps 


26.90 

55.00 

49.50 

24.80 

24.70 

Dry' batteries 

tt 

224.50 

400.00 

601.00 

439.00 

162.00 

Storage butteries 

’000 nos. 

380.90 

900.00 

858.60 

781.80 

76.80 

Radio receivers 

tt 

279.00 

900.00 

834A0 

708.80 

36.00 

Cuidum carbide 

NON-ENGINEERINO INDUSTRIES 

'000 tonnes 23.23 01.00 00.00 

66.00 

NIL 

Smllum hydrosulphite and 

derivatives 


2.30 

13.20 

11.46 

7.20 

4.20 

Hydrogen peroxide 

»t 

1.50 

0.6.5 

3.00 

3.00 

0.60 

Potassium chlorate 

tl 

1.50 

9.25 

7.52 

5.72 

1.80 

Sodium bicarbonate 

<• 

12.90 

20.32 

17.28 

17.28 

NIL 

Heavy chemical (prtanary orgsalc) 

Phthalic anhydride 


NIL 

15.00 

12.30 

NIL 

12.30 

Phenol bv-produrts A synthetic 


NIL 

16.00 

16.60 

NIL 

16.60 

Methanol 


NIL 

.50.00 

33.00 

33.00 

NIL 

Acetic acid 


3.60 

31.00 

18.85 

11.53 

7.32 

Rubber chemicals 


NIL 

3.00 

4.65 

4.65 

NIL 

Carbon black 


NIL 

30.00 

.51.25 

31.25 

Nil. 

Industrial explosives 

Blasting explosives 

t* 

8.00 

20.001; 

22.50 

15.00 

7.50 

Safety fu.ses 

Mill, coils 

5.00 

(45.00) 

25.00 

25.10 

1.5.1U 

12.00 

Detonators 

Mill. nos. 

NIL 

(45.00) 

80.00 

168.00 

NIL 

168.00 

Liquid oxygen explosives 

Tonnes 

2,000 

(216.00) 

9,000 

2,000 

2,000 

NIL 

Paints & varnishes 

‘000 tonnes 

90.00 

180.00 C.C 

106.00 

106.00 

NIL 

(Organised sector) 

Starch 


148.60 

158.20 

158.20 

151.00 

7,20 

Liquid gtuco.se 

tt 

13.03 

15.90 

23.25 

23.25 

NIL 

Dextrose powder 

tt 

5.70 

lOAl 

13.11 

12.61 

OAO 

Automobile tvros 

Lakh nos. 

10.07 

45.00 

38.38 

32.23 

6.15 

Bicycle tyrc.s 

tt 

157.90 

(51.40) 

388.00 

317.86 

205.56 

112.30 


NIL 

100.73 

28.00 

1079,80 

NIL 

10,004 

NIL 

10.00 

020 

1DA9 

0.30 

1536 

NIL 

15.88 

NIL 

18.70 

NIL 

3.46 

20.00 

126.00 

0.03 

15.03 

NIL 

49.50 

50.00 

651.00 

NIL 

858.60 

903.50 

1738.30 

NIL 

1)6.00 

.3.00 

14.46 

NIL 

3.60 

NIL 

7.52 

10.80 

28.08 

NIL 

12.30 

NIL 

18.60 

NIL 

33.00 

25.00 

23.85 

NIL 

4.65 

22.30 

.5.3.55 

20.00 

12.50 

5.20 

30.30 

15.00 

183.00 

NIL 

2,000 

NIL 

106.00 

NIL 

1S83Q 

NIL 

2338 

NIL 

13.11 

3.28 

41.66 

69.00 

386.86 


Paper & paper board 

'000 tonnes 

418.00 

Newsprint 

•t 

.30.00 

Refractories 

Lakh tonnes 

9.80 

Cement 

Mill, tonnes 

9.40 

Insulators (HT & LT> 

'OOO tonnes 

14.00 

Glaar A glawware 

iSlass bottles A vials excluding 


penleUUn vials) 

'000 tonnes 

181.46 

Tabliir*& presscdwarc 

N 

7438 

Lampware 


43.36 


<250.00 Revised estimate) 


820.00' 

I50.no 


730.00 

30.00 

Industry has been dellcensed 

20.00 

13.18 

13.18 

NIL 

NIL 13.18 

15.02 

18.52 

13.78 

4.78 

Industry has been 
dellcensed 

30.00 

30.94 

26.06 

4.88 

638 3732 

290.00 

90.08 

44.00 

N.A. 

252.00 

9334 

51.08 

NA. 

The 

N.A. NA. 

Industry has bem 
dellcensed. 
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rROOSEBS OF INDUSniAl. PIVELOFMENT POM MAiOS INPlimiRS (Otatd.) 

(FmIMmi m <m April 1, 19M> 


Nairn of the indiutry 

Unit 

Existing 

Third 

Existing 

Existing 

Additional Additional Total 



capacity 

Plan 

installed 

Installed 

capacity 

capacity licensed 



as on 

target 

capacity 

capacity 

covered 

not covered capacity 



April 1, liiCt 


A capacity 

as on 

by 

hy 

Ind. 





covered by 

April 1, 

foreign 

foreign 

extsthig 





foreign 

1968 

exchange 

exchange 

capacity 





exchange 





1 

2 

3 

4 

5(6+7) 

6 

7 

8 

0(5+8) 

Laboratory glaaaware 

ft 

6.00 

22.00 


12.09 


—do— 


Plat OfauK 









Sheet K)ass 

*f 

61.80 

125.00 


127.34 


—do— 


Wired & figured & roiled aiaaii 

ts 

— 

— 


41.75 


—do— 


Glass sbells 

»s 

2.86 

5.00 


8.12 




Vacuum flask 

♦1 

3.48 

4.QU 


3.72 


---do — 


Class mineral wool 8t allied 









products 

»» 

6.70 



12.07 


-—do - 


Glass fibre A products thereof 

ft 

NIL 



1.13 


--do— 


Indnatrial laaea; 









Oxygen gas Miircu. metres 

23.6(1 

43.80 

70.85 

5740 

12.85 

' NIL 

70.6S 

Acetylene gas 

ts 

4.30 

7.10 

13.00 

10.80 

2.2(1 

NIL 

13.00 

Carbon dioxide 

'000 tonnes 

13.00 

21.20 

18.96 

17.96 

1.00 

5.40 

24.30 

Nitrous oxide 

Mill, litres 

100.00 

109.00 

.700.00 

300.00 

NIL 

NIL 

300.00 

Cellulose films 

Mill, lbs 

81.00 

12.00 

12.00 

12.00 

NIL 

4.00 

1040 

Palp: 









Rayon grade pulp 

'000 tonnes 

NIL 

100.00 


60.80 

Industry has been 

delicenoecf 

Bamboo based 

1* 

NIL 

— 


54.00 




Cotton linter based 

St 

NIL 



6.60 

—do— 


Paper grade pulp 

H 

NIL 

— 


NIL 


■ -do— 


Matches 

Mill, gross 

N.A. 

.54.36 

53.98 

53.980 

NIL 

NIL 

33.98 


boxes of 









SO sticks 








Plywood MilL aq. metres 

13.06 

15.66 


36.65 

Industry 

ha.s been dellcensad 

Hard board 

*000 tonnes 

9.75 

27.00 

34.50 

34.50 

NIL 

44.40 

SAW 




to 35.00 






Chip board 

M 

6.00 

190.0) 

128.38 

44.99 

83.48 

i I0.SI) 

238.38 

Vegetable Oils: 









Solvent extraction of oil cakes tiafch tonnes 

6.77 

2.5.50 


19.00 

Industry has been delicensed 

Cotton seed oil 


2.00 

8.00 

9.59 

9.59 

NIL 

NIL 

9.59 

Biscuits (organised sector) 

Tonnes 

31.044 

30,528 

36.1.50 

36.150 

Nil, 

NIL 

30,150 

Confectionery (organised sector) 

•t 

31.840 

51,840 

40.188 

40,188 

NIL 

NIL 

40,188 

laduotrlca looked after by the 









Mlalatry of Petrolenin A Chemicala 









Nitrogenous fertilizers 

’000 tonnes 

238.36 

lot 10.00 

2240.74 

861.74 

I379.(HI 

1309.00 

3549.74 

(in terms of Nitrogen) 









Phosphatic fertilizers 

•t 

52.44 

.500.00 

518.60 

393.40 

12.5.20 

908.09 

1426.69 

(in terms of P205) 









Sulphuric acid 


536.00 

1750.00 

2001.35 

1828.85 

172.50 

I l!t7.76 

3199.11 

Soda ash 

f* 

273.00 

700.00 

692.80 

398.80 

294.00 

390.00 

1082.80 

Caustic soda 

»f 

126.00 

406.40 

392.24 

260.00 

132.24 

39.00 

431.34 

Synthetic rubber 

ft 

Nn. 

50.00 

30.00 

30.00 

NIL 

NIL 

30.00 

Fhamuceutleal drugs and pesticides 









PenlcllUn 

M.M.U. 

50.00 

120.00 

242.00 

242.00 

NIL 

NIL 

24240 

Streptomycin 

Tonnes 

NIL 

150.00 

225.00 

140.00 

85.00 

NIL 

223.00 

Tetracyclin 

St 

10.00 

50.00 

148.50 

28.50 

120.00 

NIL 

148.50 

Sulpha drugs 


366 

1.000 

8.96 

896 

NU. 

Nit, 

896 

PAS 


148 

400 

482 

402 

80 

NIL 

482 

Anti-dysentry drugs 

Tonnes 

77A0 

75.00 

77.90 

77.90 

NIL 

NIL 

7740 

INH 

ft 

33.10 

100.00 

196.40 

71.40 

125.00 

NIL 

100.40 

Phyto chemicals 

St 

NIL 

76.40 

76.40 

NIL 

76.40 

NIL 

76.40 

BKC 

n 

2,000 

15.000 

23,650 

11400 

11.830 

15,000 

38,630 

DDT . 

s* 

2.800 

2,800 

2,800 

2,800 

Nfl. 

4,400 

7400 

Dyestuffs 

t* 

7AI3 

11..564 

13477 

12.397 

1,180 

12S 

13,702 

Plastloa: 

•f 

19A82 

85,008 

160460 

83478 

76.68S 

22.TN 

182,180 

PF moulding powder 

M 

3.000 

6,700 

3,600 

1,810 

1,790 

NIL 

3,600 

UP mouMing poadsr 

■1 

1A62 

4,450 

4.300 

2,500 

1.800 

NIL 

4400 

PVC rosins A composition 

St 

3,600 

13,400 

75.600 

27,600 

48,000 

16,400 

82.000 

Pblystyrene 

# 

8400 

18,400 

26,500 

10,000 

16,500 

NIL 

28.500 

Polyolefines 

St 

64W> 

26.800 

37400 

.37,500 

NIL 

NIL 

37400 

CsIUAdss aeetrie 

'n 

KO. 

0.700 

6,600 

NIL 

6,000 

3400 

0400 

Polyustm 

SI 

NIL 

U40 

2420 

600 

2,220 

NIL 

' 2420 
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PROGRESS OF lNDUSTRMI;^i»VEU>FHENT FOR MAJTOR INDUSnOBS (Oairta.) 

(PWltlaa M OB Aacil 1, IMS) 


Name of the industry 

1 

Unit 

2 

Existing 
capacity 
as on 

April 1,1961 

3 

Third Existing 
Plan Installed 
target- capacity 
ft capacity 
covered by 
foreign 
exchange 

4 5 (6+7) 

Existing 
hutaUed 
capacity 
as on 
April 1, 
1968 

6 

Additional Additfonal 
capacity capacity 
covered not covered 
by by 

foreign foreign 
exchange exchange 

7 8 

Total 

Ueanaad 

-capacity 

inel. 

existing 

capacity 

B (5+8) 

Polyvinyl acetate 

as 

NIL 

4,450 

2,400 

2A00 

NIL 

3,000 

5,400 

Others 

88 

MIL 

7,760 

1,340 

668 

372 

NIL 

IA40 

Huap (organic sector) 

'000 tonnes 

242.74 

255.00 

242.03 

24U1 

0.72 

NIL 

242.03 

Synthetic detergents 

•1 

7.20 

20.00 

34.38 

33.18 

1.20 

NIL 

34.38 

Power ft industrial alcohol 

IndBirtrlea looked after Igr dwtt. 
of MiaoB ft Metaie 

Mill. Utres 

181.60 

• •• » 

327.00 


310.00 

Industry has been delioensed 

Aluminium 

'000 tonnes 

22.11 

37.50 

(110.00) 

165.00 

115.00 

80.00 

150.00 

315.00 

Copper 

•’ 

7.32 

22.00 

(39.40) 

16.10 

9.60 

6JiO 

81.00 

47.10 

load 

18 

6.00 

3.50 

(11.00) 

11.00 

6.00 

5.00 

NIL 

n.0Q 

Zinc 

Indnatrles looked after by Oeptt. 
of Iron and Steel 

ts 

NIL 

15.00 

(30.00) 

38.00 

38.00 

NIL 

NIL 

38.00 

Alloy steel 

'000 tons 

NIL 

200.00 

(415.00) 

319.40 

112.40 

207.00 

534.80 

854JiO 

Pig iron 

Lakh tons 

0.30 

15.00 

(20.00) 

0.50 

0.80 

8.70 

11.38 

21.38® 

Ferro-stlicon 

’000 tons 

7.00 

40.00 

(50.00) 

34.20 

27.20 

7.00 

5.40 

30.60 

Pcrro-chrome 

Si 

NIL 

20.00 

(35.00) 

20.00 

NIL 

20.00 

NIL 

20.00 

Forro-manganesc 

as 

157.80 

220.00 

154.80 

154.80 

NIL 

70.60 

265.40 

Ferro-molybdenuit) 

Tons 

NIL 

1,000 

NIL 

NIL 

NIL 

100 

100 

Ferro vanadium 

ta 

NIL 

500 

NIL 

NIL 

NIL 

50 

50 

Steel wire 

’000 tons 

123.18 

400.00 

(500.00) 

275.51 

205.36 

70.15 

13.20 

288.71$l 

Tinplates ., 

iDdaiteiaa looked aftar by the BOalstty 
of Cbasmerce/Fetroleam ft Ohemlcals 

70.00 

350.00 

210.00 

140.00 

70.00 

00.00 300.00®® 

Ray<m 

Mill, kgs 47.00 

99.00 

96.50 

76JS0 

18.00 

4.00 

100.50 

Filament 

as 

25.00 

57.00 

50.50 

37.60 

13.00 

2.00 

52.50 

Viscose 

as 

.73.00 

40.00 

.38.50 

35.50 

3.00 

3,00 

40.00 

Acetate 

SS 

2.00 

12.00 

12.00 

2.00 

10.00 

— 

12.00 

Cupramonlum 

IS 

NIL 

5.00 

NIL 

NIL 

NIL 

NIL 

NIL 

Tyre cord 


Nil, 

9.00 

20.00 

15.00 

5.00 

2.00 

22.00 

Staple Sbre 

IS 

22.00 

33.00 

26,00 

26.00 

NIL 

NIL 

26.00 

Viscose 

ti 

23.00 

30.00 

26.00 

20.00 

NIL 

NIL 

26.00 

Acetate 

Sf 

NIL 

3.00 

NIL 

NIL 

NIL 

NIL 

NIL 

Synthetic fibre 

Is 

NIL 

6.00 

22.54 

8.10 

13.40 

NIL 

22.64 

Filament 

SI 

NIL 

5.00 

11.90 

4.00 

7.30 

NIL 

11.90 

Nylon 

St 

NIL 

5.00 

llAO 

4.60 

7A0 

NIL 

11.90 

Staple fibre 

IS 

NIL 

1.00 

8.50 

4.50 

4.00 

NIL 

8.50 

Polyester 

as 

NIL 


4.50 

4.50 

NIL 

NIL 

4.50 

Acrylic 

s< 

NIL 

— 

4.00 

NIL 

4.00 

NIL 

4.00 

Tyre cord 

Sf 

NIL 

— 

2.10 

NIL 

2.10 

NIL. 

2.10 

Nylon 

M 

NIL 

— 

2.10 

NIL 

2.10 

NIL 

2.10 


* Includine 83,200 tonnes reserved for public sector. ** Including 76,700 tmines reserved lor labile sector, 

t Including 1.58 lakb tonnes reserved for public sector. tt Including 2.13 lakb tonnes for captive use. 

t Excluding capacity for public sector. tt Including Rs 16 crores reserved for public sector. 

S Including two million numbers reserved for public sector. 

SS Including capacity for above 33 kVa transformers & excluding capacity of Heavy Electricals, Bhopal. 

£C Includes 30,000 tons for small-scale sector. $ Fiur six mechanised units only. 

£ Including target of 0,000 tons for liquid oxj’gen explosives. 

18 Excluding 150,000 tons of small-scale sector and 86.740 tons sanctioned under Iron and Steel Qmtrol Order. 

($ Excluding capacity set up in the integrated steel works both in the public and private sector and including capacity 
approved but not iicensed. @@ Excluding publle sector. 

Notes: (1) Figures in brackets under column 4 indicate revised targets. 2. AU the flgures ne provlakmiL 

(3) Glass and glassware industry has been dellcensed except hollowate whidi Indudes bottles and paoieBUn viala. 
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We clidn*! make 
this machine 



But we helped him buy it! Today, Hussain is a prosperous man. 
Hussain had an ambition. And a If you are a technologisl. you can 

problem. His ambition was to start be, too-'With the help of the 

his own Small Scale Industry. Bank of Baroda. 

He even had a plan ready for it. He 
was a technologist. 

But his problem was finance— 
to buy plant and machinery and for 
working capital. 

Hussain came to the Bank of Baroda 
for finance. He got it—at specially 
low rates of interest. 




Diamond Jubilee 1MI-19M 






FEBRUARY 7, laiiir 
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Cable Jadwitrjr; KnoUjr ProUeBui . 212. 
Devehvaeat of Porte 214 

SmsU-Cc_lc Unite In UteticM 2IS 

la n. 48t Finance Inftetknarjr? 

-Sitcsh Prakash . 2IT 

Btatca’ Public itebt 

—P. K. Bhargava 221 

Btratenr for IsduatrlaiteaUan In 
Andhra Pradeah—Ram K. Vcpe 224 

A Tecbnoerat'a Report—S. P. Chopra ' 227 

WINDOW ON the WOBI4D 22» 


Europe’s Weat-Easi Trade. 

China's Foreign Economic Relations.' 
Waiting for Monetary Refoims. 

Polish Seamanship. 

THE MOVlNti FINUEK WKllEH 2.15 

niADE WINDS ... ... 236 

Relaxation on Capital Issues; Mr 
Holyoake’s Visit; Bulgarian P.emiei’s 
Tour Ends; West German Assistance; 
Indo-Gerinan Relations Seminar; $900 
Million from Aid Club; Indn-Ceylon 
Economic Co-operation; US Loan 
for Scaile; MMTC to Import Metab; 
Export Prices for Tobacco; Electric 
Lamps Industry; Phosphoric Acid 
PUiiit for Sindri; HMT Hire-Purchase 
Scheme; Air-lndia and lA Agi'ii- 
ment; Advertisers' Association. 

COUPANT AFFAIRE 238 

Bank of Baroda; Ahmcdabad Manu¬ 
facturing and Calico; Crumpton 
Greaves; Robert, McLean; Madras 
Rubber; Bharat Steel Tubes; Tata 
Chemicals; Chowgule & Co; Nagpal 
Petro-Chem; Electric Construction; 
Capital and Bonus Issues; Licences 
and Letters of Intent. 

RECORDS AND STATISTICS . 240 

India's Foreign Trade: A Review. 


ANNUAL subscription 

INLAND ; Ss. SS.M 
votaaan : or sit-m 

AInnaU A AdvartlMnunl Hatn 
on Kwiulry. 

RgaiSTEIUKl omCE; 

UCO Ssnk Building, P. Uuk 34 
.' ParUsmau SttML New Oellil'4. 


To Tell a Tall Tale 

WILL THE Cununei’ce Minister, or his advisers, official oi otherwist 
ever be able to resist the temptation to oversell the products of their 
imagination ui enterprise? We wonder. 

Even befoi'e he had properly settled down in his present office, 
Mr Dinesh Singh made a bid for newspupor headlines by proposiriR 
compulsory exports as a sure solution lot our foreign exchange problems. 
That was only the beginning of much kite-ilying and even more fii eworKs, 
the highlight of which was the effort by the Cummeice Ministry to 
present UNCTAD-Il as a famous victory. 

Uiiiy, a tew weeks ago, Mr Duie.sh Suigli sough, to dramatise the 
advent oi the new year by indicating an intention on the part of the 
government to centralise the import ut law mateiials by making it a 
monopoly of tlie two traduig corporations in ihe state sector. The latest 
"we have heard from him is an astrological prediction that a south-east 
Asian common market is on its way. 

An occasion fur this bold declaiatiou was piovided for Mr D.nesh 
Singh when he met local jouinalists on his return from a foieign tour 
which had taken him fust to Ceylon and then to Europe, in Coiomho. 
the Commeice Minister representci our country at tnc first meeting 
of the Indo-Ccylon Economic Co-operation Committee. It was the 
ptoceedings of this meeting which, according to Mr Dinesh Singh, had 
stimulated him to think and talk in terms of the cmcrgenc<i of a 
south-east Asian common markr>t. Not many, we believe, would care 
to share his optimism without much mure wideno.' than is now available 
to justify it. 

This IS not to make iight of the siginficuiiLV of the Ceylon confer¬ 
ence. The setting up of the Indo-Ceyhin Economic Co-up,,rution Cummittec 
was, indeed, a concrete step towards the kind of legional c.-ojierulion so 
badly needed in this part of the world. When the Prime Minister of 
Ceylon visited New Delhi some time back he made it known very clearly 
that he was prepared to meet the Guveinmeni of India more tb«w half 
way in sponsoring trade or bioadcr ec(>nomic relations between his 
country and oius. Our guvernmcii. for it.s part showed that it waa 
not less keen than Colombo in working for shared benefits of commerce 
and economic development. This genei'al atUtude has had the advantage 
of being reinforced by the specific urgency of the common need of 
Ceylon and India to frame in consultation with each other a policy for 
the oiderly marketing of tea in mternational tiade 

There is, of course, no minimising of the complexity of the 
problems of evolving a common policy for lea, and it is, therefoie, very 
encouraging indeed that Mr Dinesh Singh was able to report that, 
thanks to his recent discussions in Colombo, a stage had been reached 
when the proposed Indo-Ceylon corporatioh for the joint marketing of 
tea could begin to function. This by itself is a coasid.'iable achievement 
for the Indo-Ccylon co-operative machinery, which was set up so recently, 
and it is, therefore, all the more welcome that the Commerce Minister 
was also able to mention, even if only in a general way, other possibilities 
of collaboration which, as Mr Dinesh Singh indicated, were fruitfully 
discussed in Colombo. 

So far so good. But where wc find some difficulty in following 
Mr Dinesh Singh’s argument is the stage at which he decides to take 
a great leap forward and, having leaped, lands with ihe conclusion 
that, as a result of his visit to Colombo, the countiies of the ECAFE 
region have merely to walk round the comer to find themselves com- 
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furtably cushioned on the hip of a eoittMut Artan 
common market. 

It IS, of coui'se, too late in the day ioi; us to protest 
agaiivit sloppy thinking or loose talk about a coxnmon 
matkel in the ECAFE region. The slogan is so replete 
with cheap political attractions that minWers will not 
be ministers if they refrain from claiming it as their 
discovery or invention on the sl4lhtest provocation. 
Uut it is too much to expect us to remain silent when 
the Commerce Minister of our country chooses to mix 
up the sei'ious business of bilateral trade and other 
fuuiiunuc relations with such fanciful exercises. We 
du nut want to waste the reader's time by recounting 
the elementary leasons why a south-east Asian common 
market is not a realistic project. We would rather 
devote the space, time and energy available to us here 
to emphasise the practical wisdom of our goverzunent 
seeking the means of regional co-operation among the 
less spectacular but more rewarding, instruaaenta of 
bilateral agreements on trade and eeanomic collabo¬ 
ration. 

A number of useful initiatives may in fact be 
credited to New Delhi in the matter of exploring poaai- 
bilities of economic co-operation with countries in 
east and south-east Asia. We bad referned earlier to 
the case of Ceylon. Malaysia, Hingapore and Thailand. 

Cable Industry: 

THE CABLES and conductors industry can legitimately 
take pride in having increased its exports from a bare 
Rs 61.8 lakhs during the first seven months of 1967-68 
to as much as Ks 4.76 ciorcs during the con-esponding 
period in the current financial year. This has been 
achieved in the face of fierce international competition 
and with only halting government support. Had suffi¬ 
cient support from the government been forthcoming, 
the industry, in fact, could have done even better. 
Given reasonable backing, it is confident of stepping 
up its expuits to at least eight crores of rupees during 
1969. The industry's capacity to export is of course 
all the greater, thanks to the stagnant domestic demand. 

Addressing pressmen hete a few days ago, Mr C. L. 
Jhtinjunwala, President of Indian Cable Muiufactuiera’ 
Association (ICMA), dwelt at some length on the 
difficulties which cable manufacturers were encoun¬ 
tering. Copper supplies, under the pi-escnt system of 
importing pvimailly against USAID assistance, he said, 
were not available in time. Ihe overseas buyers bf 
cupper cables and conductoia wanted their orders to 
be executed within two or three months of the piadng 
of orders. But under the present licensing policy, this 
mudi time is taken up in getting copper alone from 
abroad. Another two months are requited tq get the 
imported copper rolled. A fui-ther period' of two months 
is needed to manufacture cables and conductors and 
start deliveHng them to foreign customera. 

Two suggestions were put forth by Mr Jhunjun- 


are soxne of the othiwaniitftexwlth wdunn our govern- 
ment ia now. engined in forging links of mutual 
advantage. There, has also been some attempt on our 
part to develop economic relations with South Korea, 
Hongkong and Taiwan. Again, the recent visit of 
the Prime Minister of New Zealand has resulted in 
some purposeful consideration of the scope for xaore 
ivade between his country and ours. In some of these 
cases, New Delhi had to fight down its antiquated 
political prejudices; in others, it had to develop m 
adequate appreciation uf the economic advantages 
involved. It cannot be claimed that these processes 
have been completed, but theiv has certainly been 
much piogi-esB, a development for . which the Com¬ 
merce Ministry can take credit, along with other coDr 
cerned lind» of the government. In fact, Mr Dinesh 
Singh' has distinguished himself by playing a large part 
personally in throwing open the windows of his ministry 
so that the winds of the world may blow freely through 
it. What remains now is for those who participate 
in the jnaking of our foreign economic policies to put 
the bit on extravagant flights of untutored ambition. 
After years of wasted opportunities New Delhi seems 
at last to be waking up to the practical possibilities 
of developing gainful trade links or other economic 
contacts with its neighbours in the Indian Ocean area 
and the Pacific region. Let not this process be con¬ 
fused or diffused by the promptings uf vanity. 

Knotty Problems 

waia for enabling the industry to procure copper for 
use in cables to be exported; (i) the EC grade copper 
produced in the country by the Indian Copper Cor¬ 
poration (ICC) should be made available to the cable 
industry against export ordera at the London Metal 
Exchange (LME) prices, and (ii) the existing USAID 
licences for import of copper should be converted into 
IDA licences or licences under the West German or 
Canadian credits. The former measure may require 
devising of meant to compensate the. ICC for the loss 
it will suffer through sale of its copper to cable 
manufacturers at LME prices but this can be easily 
done on the same pattern as the supply of steel from 
indigenous sources at international prices to the expor* 
tei-s of engineering goods. The other suggestion, again, 
should not pose Insurmountable pxoblenu. 

As regards aluminium, Mr Jhunjunwala’s plea for 
a ban on the ezpoit of primary metal has become 
promptly oontroversiaL This.waato be.eiqiected. . Ibe 
wisdom of his proposal, has been naturally queattoaed 
by the manufacturers of the primary metal. But they 
may not be alone in their misgivings. When the output 
of the primary aluminium in the country ha*.«ipanded 
and is ezqmnding with the result that an export surplua 
is being generated, any advocacy of VestrictionB on ludi 
exports-has got to be very strictly examined for its 
m^ea. It is not the caae'of the cable industry that 
it la abt.nbIe .lo secure Ha. requimaeBta »f nhafiilBlum 
from domestic production. The demand for a ban on 
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aluminium export is being made on quite different 
grounds. The contention seems to be that the esqiort 
of primary metal is spoiling the maiket for the export 
of tinished pinducts fabricated out of aluminium. Tfaeit 
u no evidence to support this view. On the contrary, 
the available facts point to its untenability. This 
country is not the only producer of aluminium. It’s 
not even one of the m ain producms. Quite clearly, 
other countries which want to import the metal can 
easily do so from other souices it supplies ftom oui- 
rauntiy aie denied to them. 

Again, there is no evidence to suppose that the 
cable mdustry can automaiicaiiy compensate with 
exports of its products the custom or foreign exchange 
lost by our country thiough foi going the export ul 
the primary metal Mi Jhunjunwala has himself con¬ 
ceded that the export of cables is still a difficult 
exercise depending for its success very much on govern¬ 
ment support and encouiagement. It is no doubt true 
that, by exporting aiununium products laiher than 
primary alumimum, we coufd eaiu more foxeign ex¬ 
change and the gain in this respect has been estimated 
at about 30 per cent. But then such p.uspects aie 
theoretically true of a whole range of the export 
transactions. They do not for that reason become 
feasible. What Mr Jhunjunwata and others in the cable 
industry could reasonably ask for is that their industry 
should be allowed to benefit from domestic production 
of pilmary aluminium through adequate supplies at 
fan- prices. 

This brings us to the question of the price which 
the cable industry has to pay for aiununium. Mr 
Jhunjunwala has complained of the lecent increase in 
aluminium phees. Whereas primary aluminium was 
reportedly exported last year at ateut Rs 3,300 per 
tonne, the prices which the cable manufactiu'ers are 
now paying is higher at Rs 4,200. The export price 
which the aluminium industry fetches is, however, not 
a remunerative price. At the same time, to the extent 
that domestic aluminium prices are higher than those 
prevailing in the world markets, our industries con¬ 
suming aluminium as an important raw material do 
find themselves at a disadvantage in trying to export 
their products. Quite clearly, any compiehenslve 
programme of export assistance for ^e cable industry 
ought to provide for some relief in raw material costs 
to cable manufacturers without prejudicing the right 
of the manufacture of aluminium to reasonable profit¬ 
ability. A suitable formula perhaps would be to compen¬ 
sate the aluminium industry by a subsidy on exports. 

Mr Jhunjimwala has urged the government to 
liberalise the export incentives granted to the cable 
industry. At present the industry Is being given for 
its eiqxirts a cash support of 10 per cent and drawback 
of excise duties. The 10 per coit cash support is pro¬ 
vided presumably to. offset mainly the state and 
munid]^ taxes. There is no denying the fact that 
exporters cff underdeveloped -druntries such as ours 
suffer from various handicaps due to higher manufac¬ 
turing changes, substantial Mtial expenditure Involved 


in expmrt promotion, eta If exports of cables and 
conductors have to l» built up on an Increasing scale, 
some price incentive may have to be given to foreign 
customers. In view of all this, Mr Jhunjunwala’s plea 
for raising cash support at least for exports of alu¬ 
minium cables and conductors to 20 per cent deserves 
consideration. As regards copper cables and conduc¬ 
tors, the cash support policy needs revision in another 
way also. Currently 10 per cent cash support is 
piovided for exports of paper insulated lead coveted 
(PILC) cables and that too if the ordere are for not less 
than 1^100,000. The absence of cash support for other 
types of copper cables and conductors and for orders 
of PILC cables which are less than £100,000 is no small 
hindiance in the way of exports. The drawbacks of 
excise duty too aie sanctioned sometimes very late. 

The exports of cables and conductors, however', 
should get a big push, if we ai'e able to offer long-term 
deferred payment facilities to the developing countries 
having large electrification programmes. Due to the 
weak financial position of the industiy, after two years 
nf recession, it is apparently not in a position to com¬ 
pete on its own with foreign competitors in offering 
attractive deferred payment facilities. Government 
help wiU be needed to enable it to compete with foreign 
suppliers on equal terms. The interesl which the 
industi-y will have to pay to financial institutions for 
accommodation of its deferred payment p.ograxnmes 
will also have to be fixed reasonably low. The inclusion 
of cables and conductors in the expoit lists in bilate.al 
trade pacts with east European countiies should help. 
The industry is apprehensive of pionuunccd under¬ 
utilization of capacity during the fuuiih Plan period. 
The addition of nearly 10 million kW to the electricity 
generation capacity during the five yeais to 1973-74 
should indeed serve to enlarge the market for its 
products. But unless there is an actual increase in 
new electricity connections, the situation will not 
improve materially. Electricity boards lack funds. The 
finances of municipal committees too are in no better 
shape. In the circumstances, expansion of the cable 
industry during the fourth Plan obviously is ruled out. 
Instead, there is need fui- diversification of production 
pattern. 

The industry has made a proposal lor the 
manufacture of telephone cables. But this proposal, 
though several months old, has not been accept^ by 
the government on the groimd that the manufacture 
of telephone cables has been reseived for the public 
sector. In fact, there is a proposal to set up a second 
telephone cables manufacturing unit in the public 
sector at Hyderabad. It is expected to cost as much 
as Rs 22 ci'ores. If the pi-ivate sector industry is 
allowed to produce telephone cables, the investment 
in balancing equipment will not be more than Rs 2 
crores for the same capacity as that of the proposed 
Hyderabad unit (15,000 kilometres of cables per annum). 
It should be interesting to know from the Minister for 
Industrial Development how he proposes to Justify the 
'gbveriunent's priorities and preferences In this cave. 
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Dmlopment of Ports 


UUK rOltTb and liailxiuts, particulaiiy minor porta, 
auiluicct cunaidtiiabiy during tho ioieign rule. Even 
ailet independence, then- progress has been far from 
satisiactif.}. In suppo'i oi' these two contentions, Mr 
M. A. Vuiiaie, Minister lo: Cunununicatiuns and Toui- 
tMu, (Jovernment o( Mahatashtia, listed the tepurts ol 
tl)c comniiilfes, curnmissiuns and ste.dy tjr survey 
teanii>, not those appointed by the Guve:nment of India 
(vstiich uiay mak.- an oven bigger list), but those 
leicrred to by the tuiioh Minister of Transport and 
Slapping, Ur V. K, R. V. Rao, in the course of his 
speeches at the Third Conference on Minor Ports and 
tile Sfventeentn Meeting oi the National Harbour 
bouj-d, held in Bombay recently. Besides the Major 
Ports Couunission headed by Mt R. Venkataraman, 
Membci’, Planning Commission, constituted early last 
yeai to go into various aspects of port planning, 
auminisliatiun and finance, the list includes the Inter¬ 
mediate Poits Development Committee, the Forward 
Movement Planning Committee, the Expert Committee 
on Norms and Accuracy of Hydrographic Suivey Units, 
the committee lor an integiatcd study of a coastline 
and the committee to consider the setting up of an 
uidigenuus consultancy service specialising in porks, 
hai'bours, inland water transport, toads and bridges, 
a).tart from state ports' advisory committees, the small 
committee to deliberate and recommend on the deve¬ 
lopment of Gupalpur or Chandbali. the study team that 
repotted on the master plan development of minor 
poi-ts in Kciala and the Transport Ministry’s team for 
u census of port floating craft fur minor ports, as also 
its Kub-commiUec of senior engineers for major ports. All 
this, if it at all does anything, connotes the undoubtedly 
improved appreciation of the role of ports and harbuuis 
in the national transport system. A giatifying feature 
is the glowing tendency to view all the connected 
problems in an mtegi'ated manner instead of an isolated 
fashion. This is home out by the le-intirduction of 
the past practice of taking up minor ports development 
under the centrally-sponsored oi aided schemes. The 
credit for this must, of course, go to the Minister of 
Transport and Shipping who made a suggestion to this 
effect even when he inaugurated the First Conference 
oil Minor Ports. 

Dr Rao nut only indicated broadly the vaiious 
schemes recommended by his ministi-y for inclusion 
in the fourth Plan, but also highlighted certain impor¬ 
tant considerations that need to bo constantly kept in 
view in regard to both minor and major parts. Thus, 
in so far a.s minor pov'<s arc concerned, he envisaged 
the development of Porbandar (Gujara ). Mirya Bay 
(Mnharashtia), Karwar (Mysore), Beypore (Kerala), 
Cuddalore (Tamil Nadu), and Kakinada (Andhia) as 
falling ‘within the centrally-sponsored programmes. Mr 
Vairale naturally welcom^ the inclusion of tKe Mirya 
Bay, scheme—development of Bhagwati Bunder at 
Ratnagiri—^where the Government of Mi^raahti'a is 
providing a sheltered anchorage. Despite his general 


complaint of un 8 atisfactoi 7 progress, he had the good 
grace to acknowledge the help of the Cirovenunent of 
India in agreeing to release the necessary foreign ex¬ 
change for the purchase of a 500-ton dtedger by the 
state and also the centie’s concern in having approved 
the scheme of sanctioning loans for mechanisation of 
the existing vessels or fur construction of new mecha¬ 
nised sailing vessels. He also pleaded lor central 
a.ssistance for construction of 10-ft draft jetties at 
selected minor ports, especially those ports where the 
traffic by sailing vessels is heavy. Incidentally, the 
construction of a satellite port to Bombay at Nhava- 
.Shevu, Dr Rao disclosed, is to be among the new impor¬ 
tant programmes being recommended by the Ministry 
of Tiansport for inclusion in the fouith Plan. 

One aspect in relation to minor ports on which 
Dr Rao laid emphasis is the need for achieving inte- 
giated development so as to serve the needs not only 
of cargo and passenger traffic but of fisheries as well. 
The inter-relation between these two has been high¬ 
lighted by the recent studies for the master plan 
development of minor ports in Kerala, and, as Dr Rao 
obseived, the offshore facilities provided at minor ports 
must be so designed as to achieve maximum versatility, 
combined with optimum efficiency, in order to serve 
Doth fisheries and cargo handling. 

Another, and an allied, aspect on which stress was 
laid 1 elates to the availability of adequate quantities 
of cargo for full utilisation of the facilities that have 
already been brought into existence after putting m 
considerable investment. This is, of couise, being 
cumstantly studied by the Forward Movement Planning 
Committee. These studies have shown certain traffic 
trends. They show, for example, that there was a rise 
in the annual traffic handled by the minor ports from 
3.75 million tonnes in 1951-52 to 7.75 million toimes 
in 1965-66. Latterly, while the level of imports of 
fertilisers is being maintained, that of foodgrains has 
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ten going down. Again, we cannot feel confident of 
peeping up our iron ore exports, unless we are able 
jto satisfy the foreign buyers in rega- d to faster loading 
Aicilities and quicker lurn-:ound of their carriers. 
Moreover, as Dr Ras said, the most important single 
^Icpnent that influences the marketability of iron ore 
in the foreign markets today is the ocean freight which 
.decreases proportionately to the increase in the size 
,of the ore carrier employed. All these demand modem 
mechanical ore handling facilities in which we have 
only made a modest beginning even in our major ports 
at Visakhapatnam and Paradeep—the hourly rated 
capacity is just over 2,000 tonnes—and are p opos ng 
to improve them at Mormugao, Madras and Haldla. 

Dr Rao disclosed that his Ministry has recom- 
tended to the Planning Commission an ou.lay of Rs 
'297 c.'ores for the development of major ports, of 
Vhich Rs 67 crores aie to be for continuing exis ing 
schemes, leaving a net sum of Rs 230 crores for new 
bnes. The major ports themselves have to find, from 
thW own I'esources, Rs 100 crores. In other wotdi. 
the centre’s propoml outlay on major po.ts duiing the 
fourth Plan period will ba Rs 197 crores. Tha major 
^^chemes now under way that are expected to be com¬ 
pleted are the Haldia Doc'ic Systrm (1970-71), the 
Madras Outer Harbour (1969-70), and the Mangaloi’e 
land Tuticorin Harbour projects (end of 1971). Impor¬ 


tant among the new programmes are the Mormugao 
^ort Modernisation Programme, the Visakhapatnam 
puter Harboui- Scheme, the Madi-as Iron Ore Handling 
Scheme, navigational and other major improvements 
and the construction of a general cargo bei-th at Para¬ 
deep, facilities for handling deep drafted oil tankers 
at Cochin, construction of a satellite poi't to Bombay 
at Nhava-Sheva and commissioning of the fifth berth 
at Kandla, besides programmes—and this is important 
—for container handling facilities at Bombay and 
Haldia. 

The two issues that Or Rao highlighted in his 
speech at the National Hat hour Board meeting wero 
the changing patterns of our international trade and 
the need for corresponding adjustments in our port 
facilities. The programmes outlined earlier, it is need¬ 
less to say, have taken note of thes:; developments, 
although, we must add, they are nowhere near what 
is needed due to the limited availability of rerou ces. 
It is perhaps because of limited resources that Dr Rao 
chose to lay special s.ress both at the Minor Ports' 
Conference and at the National Ha bnur Board meet¬ 
ing, on the need to standardise port craft and equipment 
and to promote indigenous technical know-how for 
setting up an indigenous consultancy organisation. In 
regard to both, it is gratifying to note, prepa atory 
work has ten completed and neccssa; y steps are being 
taken to launch them. 


Small-Scale Units in Distress 


,WITH THE introduction of social control of banks and 
Uie allocation of credit by the National Credit Council, 
finance should, at least in theory, cease to be a headach.! 
to units in the priority scctois—agriculture, exports 
nnd small-scale industries, among others. However, it 
,'is still the ideal. In reality, on the other hand, even 
,\inits in these priority sectors continue to experience 
difficulty as much for finance as for a number of their 
other requiroments as well. Take, for example, the 
small-scale industries. Their cry' is still for timtly and 
adequate finance, as Mr P. S. Mokashi, former manag¬ 
ing director of the Maharashtra State Financial Cor- 
po.ation, with his personal experience for eight years 
-of providing finance to small-scale industries, confessed 
at a symposiuih on "Problems of Finance for Small- 
scale Industries Sector", a^rfinged, the other day, by 
thejndian Merchants’ Chamber, Bombay. More or less 
a similar view was expressed by the former president 
of the Bombay Industries’ Assoc'.ation, Mr S. P. Zaveri, 
when he said that, "the attitude of the banks to assist 
new entrepreneurs is hot very helpful." 

The soimd test of bank assistance to small-scale 
industries, he said, “is not so much in the total amount 
of limits sanctioned, but the promptness with which 
new botrowers are brought within its ambit." The 
charge was not repudiated but confirmed by the 
Deputy Goveraor of the Reserve Bank, Mr B. N. Adar- 
kar, who also participated in the symposium. "It is a 
fact", he said, “that, with the exception of the State 


Bank of India, commercial banks have so far not paid 
adequate attention to the small-scale sector", and he 
gave certain figures in co.-robniation. According to 
these, at the end of March, 1967, not more than seven 
per cent of the total outstanding advances of commer¬ 
cial banks were granted to small-scale Industties. The 
total limits sanctioned to them at the end of March, 
1967, were only Rs 179 crores, while, between March, 
1967, and March, 1968, accoiding to Mr Adarkar, the 
limits are estimated to have increased to Rs 330 crores. 
Even so, actual advances to small-scale industry at 
the end of June, 1968, amounted to only Rs 210 crores 
out of the total advances of Rs 3,100 crores. And must 
of it too was only short-term credit. 

Even in the case of the State Bank of India, 
d3spite the ably argued out ca.se by the Chief Officer. 
Small-scale Industries, State Bank of India, Mr H. E. 
Chatelier, term loan to small-scale units at the end of 
September, 1968, amounted to no more than Rs 7.5 
c.’ores! (At the end of June, 1968, itself, according to 
Mr Chatelier, advances to small-scale industry aggre¬ 
gated Rs 63 crores ‘out of total advances of R$ 776 c: ores 
;—a little above eight per cent—, but this might 
represent all assistance, not shoii-term only. According 
to the IMC president, the share of small-scale industries 
in the total long-term and medium-term credit supplied 
to industries by various institutional sources comes to 
not more than 10 per cent. 

On the face of it, this, is not a fair, deal to small- 
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scale industries, which, as Mr Pratap Bhogilal, President 
of the Indian Merchants’ Chamber, obftnred in his 
welcome speech, accounts for nearly 35 per cent of 
total industrial employment, 30 per cent of gross output 
and 22 per cent of net value added. Even taking the 
factory sector alone, the small>sc8le units account for 
over 90 per cent of the total units in the sector 
and contribute about 20 per cent of the total output 
in that sector. The total number of small-scale 
units in the country is estimated to be over 125,000, 
but less than 50,000 of these are receiving credit 
facilities from commercial banks. Here, again, com¬ 
mercial banks are not solely to blame, an impression 
that is often sought to be conveyed. As in respect of 
finance to agriculture, finance to small-scale industries 
also was regarded until recently as the special preserve 
of co-operative and a host of other governmental 
agencies established with the specific purpose of aiding 
small-scale industries. These, which may be listed here 
for purposes of record, include, besides the Reserve 
Rank of India and the State Bank of India, state finan¬ 
cial C3rporations, State Aid to Industrlces Act, National 
Small Industries Corporation, state small industries 
corporations, industrial co-operative banks and urban 
co-operative banks, all of which together (excluding 
the Reserve Bank and the State Bank) accounted for 
just as much or only a little more than the contribution 
of the scheduled commercial banks, and that with all 
the assistance and concessions from the government 
enjoyed by them. 

The report of the working group (appointed by 
the Reserve Bank) on industrial financing through co¬ 
operative banks has some interesting observations to 
>^e on the extent, nature and effectiveness of 
financial assistance provided to small-scale industries 
in the co-operative sector, much of which is relevant 
to small-scale industries outside the co-operative ambit 
as well. So it is not only commercial banks, but 
co-operatives and other state agencies also have to 
recognise their shortcomings in providing credit to 
small-scale industries. 

What is not sufficiently appreciated is the avidity 
and alertness of commercial banks to adapt themselves 
to the new situation. Not only do they continue to 
play a strategic role in the country’s economic deve¬ 
lopment in mobilising resources, but they have willingly 
allowed their lending policies to be permeated more 
fully than even before by the national objective, even 
to the extent of wanting to ensure that mere considera¬ 
tions of safety and profitability are not allowed to 
have an ovemding influence in the formulation and 
Implementation of these policies. Mr Adarkar himself 
inrheated, what the stipulation to commercial banks by ' 
the National Credit Council (NCC) is and how fruitful 
the Reserve Bank’s discussions on this subject with 
major bank have been. The NCC has stipulated that 
commercial banks should increase their credit to small- 
scale industry by Rs 60-70 crores over a period of one 
year, and this is equal to one-fifth of the anticipated 
increase in the total bank credit. 


Following their discussioils ydth the Reserve 
major banks, accounting for some 86.per cent of the 
total deposit resources, have accepted individual 
targets for additional cr^it for small-scale industries 
for the 12-month period ending June, 1969, aggre¬ 
gating Rs 92 crores, or an increase of 50 per cent over 
the June, 1968, level of Rs 181 crores. And, in order 
to give effect to this undertaking and achieve the tar¬ 
gets, again according to Mr Adarkar, commercial banks 
have already taken various steps. 

But, as the Deputy Governor took care to add, 
this is not enough. Even the suggestion of a separate 
bank for small-scale industries, a suggestion that was 
mooted at the Gujarat Industries Conference in 
Ahemedabad recently and reiterated by Mr R. T. Popa- 
wala of Surat at the symposium, will not do. A big 
effort is needed in the matter of organisation and 
training, not only to prepare the groundwork but 
to keep a continual supply of expert technical advice 
and guidance, as the Working Group on Industrial 
Financing Through Co-operative Baidrs has rightly 
stressed. In this connection, Mr Adarkar’s suggestion 
for a consultative machinery between state govern¬ 
ments and commercial banks, whereby certain specified 
agencies of state governments will be charged with the 
duty of forwarding applicatiems from small-scale unite 
to commercial banks, furnishing data concerning sudi 
units, helping commercial banks to appraise loan pro¬ 
posals to the extent possible and following up the 
end-use of credit, is a very timely and practicable one. 

Another suggestion of Mr Adarkar also was helpful 
and constructive. He wanted the chambers of com¬ 
merce and the various manufacturers’ organisations to 
undertake special studies as to how far their indus¬ 
trialist-members are making use of the services of 
small-scale units or entrepreneurs and how far they 
can help such units in obtaining their credit needs from 
commercial banks by testifying to their performance 
in the matter of output and quality or to their credit¬ 
worthiness. 


£!aiietn Ilconomiii 2.5 yea.t5 -Qjo 

FEBRUARY II. 1944 

It is a token of the great measure of advance in our 
general economic thinking, forced no doubt by the pressure 
of wartime experience, that many even in conservative 
economic circles have been quldc to recover from the first 
shock administered by the figure of rppees ten thousand 
crores and come round to the view that finance no longer 
constitutes the limiting factor in carrying through the 
Bombay Plan. Hitterto we have talked in terms of billions 
only In relation to the economies of the advanced western 
countries like the United States or Great Britain. It is a. 
signal service rendered by the Bombay planners that they 
have translated the order of billions Into our economic 
conditions and helped us to adjust our thoughts to the 
dimensions of an adequate acohomlc plan. 
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Is PL 480 Finance Inflationary? 

SITESH PRAKASH 


PROF. B. R. Shenuy's latest attack on PL 480 finance* is 
inteicsUne in aomc respects. Besides the dramatic presen¬ 
tation of facts to tilt the scale in his favour, it repeatedly 
makes mention of a schoolboy's account. Tl.e controversy 
set forth by Prof Shmoy has already attracted much altentlo.i 
end the article in question has enough material in the form 
of data to further complicate a clear understanding of the 
issue. 

Prof. Shenoy's schoolboy story reminds me of a schjol- 
boy's quiz and I hope to be excused for bringing forth a 
aimilar analogy. The quiz stales; A boy goes to a wi.tcb 
shop and purchases a watch on cash payment of Rs 100. Later, 
the shopkeeper realises that the watch war worth Rs 95 only 
and sends his servant to return five rupees to the boy. The 
servant gives three rupes only to the boy and appropriates 
two rupees. The problem is: out of Rs 100, the boy gets 
his watch for Rs 07 (Rs 100 paid by him earlier minus three 
rupees received by him through the sei-venl) and two lupecs 
have been taken by the servant which makes the total Rs 09 
only. What happened to the remaining one rupee? 

As a matter of fact things are iibsolult-ly rimplc but 
the problem, os stated, is complicated enough to confuse any 
schoolboy. The rupee in question can by no means vanish 
or melt into the air. It is obviously there. Only mix'ng-up 
of two separate accounts gives rise to something in the name 
of a problem. That is precisely how the operation of PL 480 
loans has been presented and it looks like a nasty source of 
inflationary pressure in the economy. 

Operation of the Account 

The operation of FI. 480 accounts muft be well-known, 
at least to those Interested In the subject, but it would be 
desirable to spell out- the transactions before attempting any 
logical analysis. 

Under the US Public Law 480, foodgrains and other agri¬ 
cultural commodities Such ns cotton, tobacco, soyabean, etc., 
are imported from the USA against payments to that country 
in lupees. Thus far this import is nothing but a pun base 
«n cash. But the condition, which provides this cash transaction 
the nature of assistance or loan, is that a part of this rupee 
payment Is paid to the Government of India in the form of 
a loan or sometimes in the form of a grant lor assistance. 
The remaining part of the rupee payment is used by the US 
embasqr or the joint Indo-US enterprises in India under Cooley 
loans. 

The payment (the rupee equivalent of the dollar cost) 
for the import of 480 foodgrains, is made by the Govern¬ 
ment of India, as m the case of ail other foodgrains purchased 
by it, by debit to bead "124—Capital Outlay on Schemes of 
Government Trading-Schemes for Purchase of Foodgrains". 
As the money so paid is only to be spent in Ind'a, whether 
for giving loans or grants to the Government of India or for 
US government’s expenditures in this country, it is paid to 
the US Disbursing Officer in India. Further, instead of tbe 
payment being made in cash, it is, under agreement, deposited 
with the Reserve Bank of India in the US GDvemmenl Title 
Account. Similarly, principal and interest payments of PL 480 
are also credited to the above account. These paymints 
appear on the disbursement side of the Government of India’s 


capital bi)dg<.t while ti.e rupee cost of PL 470 loans appear* 
on the recfipls side. 

The US Disbursing Officer, like any other person having 
his account in the bank, is free to operate tbe US Government 
Title Account with the Reserve Bank of India by is.suinc 
cheques. Simiinriy the Reserve Bunk of Iniiia is also at liberty 
to invest, (like any other dejxislt), the nm;,u:it so di’iwsited 
with it. This is what actually happens. The US Disbursing 
Officer makes payments to the Gover.nmeiit of India, lor 
providing assistance, in cheques, Just as to any otht'r person 
or bofiy for meeting the e>pcnses of the cnibuw.v. On the 
other hand, the Reserve Bank of India invests the above- 
nicntimicd funds in special non-nci'otiaide securities of the 
Government of India which are repayable on demand and 
carry iiiieri'st at 1.8 i>er cent per annum. 

Normal Transactions 

The above tranaartioiis uic perfectly' in conformity wdtb 
the rights and practices of any bonk or any person having 
his account in a bunk. One will surely wonder as to how 
.such simple transactions could cause inflation. 

Wliut confused Prof. Shenoy is nothing but the mixing-up 
of two accounts, as in the srhoolboy's quiz mentioned above, 
in his article he has shown? total receipts under PIj 480 os 
composed of: 

1. Sale proceeds of I’L 480 imports, and 

2. Cheques received from the US embassy on a. count 
of PL 480 loans. 

Tins clearly amounts (u double counting. As already 
explained the side proceeds of PI. 4H0 Imports and I*L 
loans cannot, .'ind stuiuld not. be added up because they are 
not two receipts independent of each other. The latter is 
a part of tiie former. The PL 480 loans are paid out of the 
sale proceeds of PL 480 imports. It, at all, the sale proceeds 
of l-’L 4:i() imports be added on the receipts side, payment 
in rupees of the sale proceeds of PT. 480 imports must oBo 
bo mentioned on the disbursement side. These entries, i.r„ 
sale priH-ccds of PL 480 imports on the receipts side us well 
as on the disbursement side, cancel each other and the ac uul 
PL 480 loan has nothing to do with the sale proceeds of 
PI. 4.'!0 imports. In his accounting Prof Shenoy has Included 
sale procec-ds of PL 4H0 imparts on the receipts side but, 
knowingly or unknowingly, failed to mention it on the disburse¬ 
ment side, for which the payment is made by the Government 
of India by debit to head 124—Capital Outlay on Schtimes 
of Government Trading— Schemes for Purchase of Fixidgrains.tt 

Prof Shenoy htis surely no objection against the payment 
for Pr. 41)0 imports in nipccs, because he has nowhere rt Iscd 
any objeetiun to it. Moreover, it should be clear, the receipt* 
under PI. o'lO do not come us loans because they are on cash 
laiymi'nl. It is a different m.ntler that the payment, under 
agreement, is made in rupees, it is yet another fact that 
the payment, instead of going directly to the US goverrmeut, 
is made to their nominee, the US Disbursing Officer in Indio. 
One can also have no obJccUon to it. Agam, instead of direct 


* Eastern Economist Silver JubUee Number, Jidy 26, 1988. Pp. 1S1-5S. 
t Ibid, p. 151. col. 2. 

tt Government of India: Explanatory Memo.andum cn the Budget of the Centrid Government for 1888-69, p. 89. 
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cash payment, by band, then Is no harm If, by ntulual constat, 
the amount is credited to tbe US Government'Title Account 
in the Reserve Bank of India which is at the disposal of 
the US Disbursing Officer. 

Prof Shenoy may, at this point, have smne objection 
against Reserve Bonk of India’s practice of investing these 
deposits in securities of the Government of India, which 
amounts to deficit financing by increasing the net Reserve 
Bank of India credit to the government. But It is absolutely 
wrong to conclude that in the absence of such food imports 
there will be no deficit financing. Deficit financing is a 
decision of the government which entirely depends on its 
cxpt'iiditurc policy and the programmes in hand rather than 
on any porticular import. Even in the absence of PL 480 
Imports, or the payment of its sale proceeds by credit to the 
US Disbursement Officers' account in the RBI, Government 
of India would have obtained funds against government secu¬ 
rities. 

Moreover, the entire investment of the sale proceeds of 
l‘L 4R0 imports in government securities does not add to the 
net Reserve Bank of India credit to the Government of Ind'a. 
A large part of it is withdrawn by the US Disbursement 
Officer to lend to the Government of India or meet other 
expenses in this country. Only tbe net balance of the accoimt 
is actually invested in the securities. These withdrawals are 
no doubt made by cheques which in terms of the book entry 
serve to cancel the investment in securities. Net investment 
of PL 480 receipts in such securities i.e., total deposits by 
government minus total withdrawals by the US embassy, 
during 11)67-68 and 1068-69 are given below and it is clear 


NET INVESTMENT OF PL 489 RECEIPTS 

(In crores of rupees) 


Budget 

Revised 

Budget 


1067-68 

1057-63 

1068410 

L Investments representing 




psyments nude by the 
Government of India. 

Rupee cost of PL 480 imports* 

265 

201 

170 

Principal and interest payments 
of PL 480/DLF and TCM Loans 

62 

62 

68 

Intermt earned on Special 
Securities 

10 

13 

18 

Total investments; 

337 

336 

253 

11 Withdrawals repiessnUng 

PL 480 Losns/Granis to 
Govemnwnt of India. 

PL 480 Loans 

150 

250 

176 

PL 480 Grants 

_ 


6 

Withdrawals representing the 
net effect of other transactions 
e.g., embassy expeodlture, 
Cooley Loans 

62 

46 

48 

Total withdrawals 

202 

285 

228 

in. Net Investments 

135 

71 

25 


Source: Government of India: Explanatoiy Memorandum 
on the Budget of the Central Government tot 
1968-69. p. 59. 

* In addition the PL 480 Imports financed by con¬ 
vertible Local Currency Credit would be Ra 48 erotea 
in 1967-68 and Rs 69 crores in 1968-69. 
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that its magnitude is far less tbfSn that of the amount received 
in form of PL 480 loans. 

The problem can be viewed from an entirely different 
angle, too. Forgetting all about the monetary tranaactlona 
in rcsi>ect of the PL 480 receipts and loans, let us examine 
whether or not the import of food is Inflationary. It needs 
no explanation that inflation is caused by the increase la 
money supply in ration to the goods and services available 
to the community during a certain period of time. The i-hW 
remedy of inflation lies in increasing the supply of available 
goods and services, especially those In Increased demand. 

ConfuKd Accounting 

The Import of foodgrains under PL 480 served to i nont ase 
the supply of foodgrains. one essential commodity so greatly 
in demand by the people. It is. therefore, nothing but a 
grave blunder to conclude, on the basis of mixed-up and 
confused accounting entries, that PL 480 imports caused infla¬ 
tion in the economy 

Prof Shenoy has gone to the extent of asserting that 
“during the past three years inflation In India has wholly 
ensued from US embassy disbursements of PL 480 rupees with 
it”. It is true that recently "prices rose at a near record rate 
of over 15 per cent per year" but it is simply surprising that 
he views the price rise without the lightest reference to the 
record crop failure in two consecutive years and the 
in production of some of the industrial units. Does he mean 
to say that excessive investment in the economy, especially 
on the long-term projects, the policy of redistributioD of money, 
credit expansion by the private banks and recent repeated 
rise in dearness allowance had no inflationary effect what¬ 
soever on the economy and “inflation in India has wholly 
ensued from US embassy disbursements of PL 480 rupees 
with it"? If so, it is nothing but an illusion caused by 
mixing-up of differmit accounts. 
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terms. 
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States’ Public Debt 


P. K. BHARGAVA 


^ A federal structure ttie functions and resources have to 
be distributed, between the centre and the states, to ensure 
harmony; also, to optimise nationid welfare it is essential that 
the functions and resources between the two layers of govern¬ 
ment should be based on scientific considerations. The manner 
in which it has been handled by our ConstitutiontD has caused 
a aerioua disequilibrium: the centre has relatively greater 
spending power than it needs while the states have relatively 
Inelastic resources as compared to their functions. The states 
cannot meet their entire fiscal needs merely by tax rev.nue; 
they have to tap other sources of revenue os well. Lean 
finance is one of tie sources on which the state governments 
have depended heavily. Even if the state governments wish 
to fulfil all their financial needs only by tax revenue they 
cannot do so because too much taxation will hamper init'ative, 
enterprise and risk taking.(2) Apart from this, the tax 
tolerance of the people in a pour country such as ours is low. 
Thus partly because of the inadequate tax revenue and partly 
because of the growing fiscal needs of the states, there has 
been an enormous growth in their publ'c debt. During the 
last three five-year Plan periods both the centr«l and the 
state governments have depended heavily on loans to finance 
the programmes of planned economic development. The public 
debt of the state governments increased from Rs 445.28 crores 
at the end of March IS52 to Rs 5SU1.04 croies at the end of 
March 1966—a rise of Rs 5,0S6.,36 crores or 1,136 per cent over 
the period of 15 years. 


in the I’lan.i6) The vnlus of each loan varies according to 
the purpose fur which it is sanctioned. Loans from the centre 
are repayable in different periods of time ranging from one 
to 40 years. Some loans are free of interest; most of them 
bear a rate of interest ranging from one to five per cent. 

An essential feature of the states’ puUic debt has been 
their rapidly increasing indebtedness to the centre. The states' 
indebtedness to the centre increased from Rs 238.54 crores 
at the end of March 1082 to Rs 4.094.63 crores at the end 
of March 1066. Whereas the share of the central loans in 
the states' debt was 54 per cent at the end of March 1052. 
this percentage inereosed to T6 at the end of Morch 1066, 
These data indicate that tht> states are heavily indebted to 
the centre and they cannot raise any loan on their own accord 
so long as they are in debt to the centre.(7) Under Article 
203(3) of the Constitution, “A state may not without the 
consent of the Government of India raise any loan if there 
ia still outstanding any part of a loan which has been made 
to the state by the Government of India... .or in respect of 
which a guarantee has bt?en given by the Government of 
India.” Rbice the inauguration of our Constitution all the 
slates arc indebted to the Government of India. Thus the 
centre may impose such conditions as it deems fit on the 
borrawing programmes of the state governments. The states 
may at times oppose the odvice of the Government of India 
but they have hardly any choice in this matter, 


The classical economisis were against loan finance mainly 
on the ground that government loan finance withdraws funds 
from nroductive private investment and government borrowing 
makes future financing more difficult. They also d ri ked 
loan finance because it cnuld leave the budget unbalanc.:d.(3) 
However, with the changing conception of duties and respon- 
ribilities of governments, debt creation has become inevitaUe. 
With the increasing capital expenditure of the states, it is 
often impossible to finance the entire expenditure, on capital 
account, out of taxes. Moreover, if the state governments 
meet all their financial requirements by taxing people the bur¬ 
den on the community would be too heavy. It would adversely 
affect the incentive to work and thereby retard economic 
development. It has, therefore, been rightly suggested that 
*'a fraction of total financing should be loan financed when 
total expenditures arc unusually high”,(4) specially where 
the government expenditure leads to creation of remunerative 
assets. Such an arrangement would achieve equity over time 
and the burden on the present generutitm would not be too 
heavy. (S) 

The Yarioui Components 

The public debt of the state governments consists of 
permanent debt, floating debt, unfunded debt, loans from the 
central government and other debts received from various 
autonomous bodies such as the Life Insurance Corporation of 
India and loans from the Agricultural Credit Fund of the 
Reserve Bank of India, the Khadi and Village Industries 
Commission and the National Co-operative OcvcL pment and 
Warehousing Board. The permanent debt covers loans raised 
In the open market having a currency of more than 12 months. 
It Includes both cash and conversion loans. The floating d bt 
consists of transactions relating to borrowing of a purely 
temporary nature repayable within 12 months, e.g., treasury 
biUs or ways and means advances from the Reserve Dank of 
India. The term unfunded debt is used to describe a number 
of Interest bearing obligations of the government in respect 
of state provident funds, employees' insurance contributions, 
etc. Loans from the central government are obtained for a 
variety of developmental purposes, mostly for schemes included 


States' Complaint 

The state >tovernments lieve often complained that the 
centra] government is placed in a favourable position in raising, 
funds us it is able to secure foreign loans at concessional 
rates of interest and resources raised through deficit financing 
are virtually free of intercst.(8) The state governments 
have, therefore, argued that in fixing the rate of Interest on 
central loans to them these factors must be taken into account 
This question was examined by the Second Finance Comnus- 
sion. It rightly observed that, “the large number of loans 
given and the wide variations In the rates of interest and 
the terms of repayment have introduced an avoidable compli¬ 
cation in the financial relatiims between the union and the 
states. It will simplify mutters and save a great deal of 
labour and accounting, if these loans are consolidated and the 
ratra of interest and the terms of repayment rationa1i2ed”.(9) 
The cununission, therefore, recommended that, “the reasonable 
rate to be charged to the states by the union should be 3 per 
cent and this rate should apply to all loans, irrespective of 
the period of maturity.”(10) The commisslun also recom¬ 
mended a scheme of consolidation which. It estimated, would 
reduce the interest charges by five croros of rupees per annum 
for all the states. 

The state governments have been in a tight financial 
position and they have not been able to pay n^uiariy even the 
annual interest charges on the loans taken from the Govem- 
mimt of India and have obtained further loans to pay the 
interest charges. The Fourth Finance Commission was asked 
to recommend the croatlon of a fund out of the excess, t 
any, of the net piweeds of estate duty on property other 
than agricultural land accruing to a state in any financial 
year for the repayment of the state’s debt to the central 
government. The commission was opposed to It and observed 
that, "As the total annual net proc'eeds of estate duty assign¬ 
able to the states are only about Rs 7 crores at the current 
levels of taxation. It would not be of any practical ^'alue 
to create a fund by contributing a part of th^ proceed8.''(U) 
But in recommending grants-in-aid to the states, under Article 
275 of the Constitution, the commission took into account the 
requirements of the states for payment of annual interest of 
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louns outstanding at the end ol the third Flan ud the loans 
that will be raised by the states during thflourth Plan. 
The commission rightly recommended that, "the entire ques¬ 
tion ot indebtedness ol the states and the soundness ot the 
existing borrowing, interest payment, repayment and account¬ 
ing practices in this respect should be reviewed on the basis 
of detailed study and report by a competent body to be set 
up for the purpose." (12) This has not been done so far. 
If proper steps arc not taken regarding the repayment of 
principal and interest charges on loans, loans from the centre 
to the states will become merely a book entry as the states 
cun repay only by borrowing afresh frem the centre. A 
considerable amount of these loans may have to be written 
oft ultimately. 

The Government ot India has always borrowed on more 
favourable terms than the state governments. Even among 
the state govenunents there is disparity in the terms on which 
loans H^e raised. Maharashtra and West Bengal have been 
able to float loans on more favourable terms than other states 
because Bombay and Calcutta ate business coitres, where 
loanable funds are more easily avaUabte. The governments of 
Bihar. Assam, Madhya Pradesh, Rajasthan, Uttar Pradesh and 
some other states have to provide more attractive terma *o 
raise loans. This creates a false impression that their financial 
strength is weaker than states which can raise loans on better 
terms. All states float loans according to the advice of the 
Reserve Bank of India regarding the terms of borrowing. 
Usually, the terms of loans in different states arc similar but 
there Is a difference In the issue prices. In 1959-80 the state 
governments issued 4 per cent State Development Loan, 1974. 
The Issue price was lia 100 in the case of Maharashtra, Rs 
90.50 in the case of Uttar Pradesh, Andhra Pradesh, Rajasthan, 
Bihar. Tamil Nadu, Mysore and West Bengal; and Rs 99 in 
the case of Madhya Pradesh, Assam, Orissa, Kerala and 
Punjab. During the same year the Government of India Issued 
4 per cent loan, 1979, at par and 3} per cent loan, 1974, at 
an issue price of Rs 90.85. In 1962-63 all the state governments 
issued 44 per cent State Development Loan, 1974, at discount 
rates ranging from 25 palse to 50 paise excepting Maharashtra 
and Gujarat loans which wore issued at par. During Uie 
same year the Government ot India Issued 44 per cent loan, 
1985 at par and 4 per cent loan, 1972, at an Issue price of 
Rs 09.20. 

Need for Centralisation 

There Is an urgent need to centralise the loan operations 
of the Government of India and the state governments. Cen¬ 
tralisation in market borrowing is desirable for two reasons. 
Firstly, the states' have to pay a relatively higher rate of 
interest as compared to the central government. This is 
resisted by the state governments. Secondly, the market price 
of state loans Is usually lower than similar loans of the central 
government. Centralised borrowing will remove these weak¬ 
nesses. It will also help in ensuring fiscal co-ordination and 
integration between tbe centre and the states in their borrowing 
programmes. The past experience of various federations, such 
os the United States of America and Australia, demonstrates 
that lack of co-ordination in the borrowing programmes of the 
centre and the states may result in serious difficulties for 
the economy.(13) Mrs Ursula K. Hicks also has rightly 
emphasired that "in the older federations uncontrolled borrow¬ 
ing by the states gave rise to repeated trouble and led to the 
virtual bankruptcy of certain states".(14) Accordingly, we find 
that since 1924 the Australian Loan Council has been operating 
in Australia to co-ordinate the borrowing programmes of the 
states and the federal government. 

For the effective imidementation of the scheme ot centra¬ 
lised borrowing there should be some agency that carries on 
borrowing operations on behaU of both the .cratre 'and the 
states. An agency could be constituted on the model of the 
AustralUn Loan Council. This task, in the present circum¬ 
stances, could also be entrusted to the Government ot India 


which could raise all loans and distribute the proceeds amang 
the centre and the states In accordance with the recommenda¬ 
tions of the Finance Commission. Tbe Finance Commission 
should meet, at least, once a year for this purpose. The state 
governments have opposed centralised borrowing because >4 
their experience In 1963-64 when the cmtral budget for tba| 
year was to raise gross market borrowings ot Rs S93 
erores, including Rs lOQ crores to be raised on behalf of the 
state governments. The Government of India actually made 
over Rs 101 crores out of its borrowings and the share of 
each state was determined on the basis of gross amount 
borrowed by it from the market in 1982-63. It was felt that 
this procedure did not leave sufficient opportunities for the 
state governments to exploit sources of finance available to 
them while it gave rise to the difficulty of determining tto 
share of individual states, Tbe state governments also felt 
that It would reduce elasticity in their borrowing prugrammee 
as their quota would be fixed by the Governmvnt of Inuia. 
It is suggested a common agency should raise as much 
loan finance as the market can absorb and allocate the pracetda 
between the centre and the states and determine the 
share of each state government on an impartial and semi- 
judicial basis after taking into account their relative needs. 
This will increase elasticity in state borrowing and the states 
will not feel subordinate partners under a common borrowing 
arrangement. Such an arrangement will also bring about 
greater integration In the fiscal policies of the centre and the 
states. 

States’ Assets 

Against the large public debt of the state governments 
we have also to consider the large assets they own. The state 
governments have provided loan assistance to local bodies, offi¬ 
cial and private bodies, for different purposes. Loans to culti¬ 
vators are granted for purchasing Implements and accessories 
for farming, construction of irrigation fariUties, reclaiming 
lands, development of horticulture and for providing relief from 
rural indebtedness. Loans to municipalities are provided for 
improving water supply, drainage, street lighting, constructing 
roads and buildings and promoting sanitary schemes. Loans 
to other local bodies are given for public utility works and con¬ 
struction of bridges and schools and office buildings, hliscel- 
laneous loans are provided for certain developmental schemes 
and industrial concerns. Loans to government servants are 
provided for house construction and for buying modes of con¬ 
veyance, specially motor cats. Besides, loan assistance is pro¬ 
vided under the community development programme and other 
development schemes including loans and advances to state 
electricity boards. 

The significance of government loans to these 
various parties lies in the fact that they help to Increase 
capital formation in the economy. "Increasing measures of 
governmental assistance in the various housing schemes— 
Industrial, rural plantation, labour, middle Income and low 
income groups—make up a considerable extent for the absence 
(till recently) of industrial agencies such as the UK. Loans to the 
agricultural sector are made available chiefly, under the Land 
Improvement Loans Act, for reclaiming land, digging wells and 
developing other Irrigational resources, laying of new orchards, 
plantations, for purchasing agricultural implements and ferti¬ 
lisers, and for constructing farm houses and cattle sheds, etc. 
It may also be pointed out that governmental assistance had 
played a significant role In rehabilitating displaced per8ons".(19} 
In view of the fart that these loons and advances are made 
the government for a varie^r of purposes they have Increased 
rapidly. "Over the period 1961-52 to 1965-66 the quantum of 
loams by states rose by 749 per cent.”(16). 

It must be emphasized here that the large public debt of 
tbe state governments should not be regarded as e matter 
grave concern because the atate governments have taken these 
loans for development purposes and have invested thm pro- 
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ductivaly into alectriclty schemes, road transport, industrial 
development, irrigation schemes and multi-purpose river valley 
schemes, etc. The states’ total capital outlay on these deve¬ 
lopment items increased from Ra 100.29 crores in 1951-92 to 
Rs 315.15 crores in 1961-62 and further to Rs 403.69 crores in 
1965-66. Such capital outlay has greatly helped in strengthen¬ 
ing the Infrastructure of the economy. Besides the assets which 
the state governments own, they have also balances in vurious 
sinking funds and other funds which !l>ey have mostly invested 
In the securities of Uie Government of India. In addition, the 
state governments possess the outstandings of loans and ad¬ 
vances made by them to various agencies and panio^. 
They also have casii balances with them and own .several build¬ 
ings and properly. Over and above this, the state goverunicnts 
have been very cautious about their public debt policy by 
making large appropriations for reduction or avoidances of debt 
in the annual revenue budget, in {.ict, they have bei‘n follow¬ 
ing u very rigid and orlhudu.x policy in servicing the publi- 
deht.(11l The expenditure o£ the slate government.^' on deld 
services increased from Rs 8.4SI crores bj 1051-52 to Rs OSt.Utl 
crores in 1961-62 and further to Rs 398.53 crores in 1967-63 
(budget). The rapid increase in expenditure on debt services is 
also on account of the new technique that has been followed 
by the state governments since 1962-63. Up till 1961-62 re¬ 
coveries of interest by state governments and debts to thetr 
commercial departments was adjusted as reduction ol expen¬ 
diture. But now this pro(.«durc has been changed. Since 
1962-63 receipts of interest on capital advanced to comineroial 
departments a.s also recoveries of interest on loans and ad¬ 
vances are credited to the revenue head ’Interest*. 

Emulating the Centre 

The Government of India's net expenditure on interest was 
Rs 61.27 crores in 1964-65 (budget) and the appropriations (or 
reduction or uvoidunce of ,icl.t was live cro.es of rupees :n 
that year which was approximately eight per cent of the net 
expenditure on interest. The net expenditure on interest lot 
ail the states in 1961-62, after deducting interest receipt, was 
Rs 13.09 crores. it appears that the uncovered debt (debt 
against which interest yielding assets do not exist) ol all the 
states in that year vvos Rs 327 crores assuming the rate ot 
interest to be four per cent per annum. Against this the state 
governments provided Rs 31.69 crores as appropriations for 
reduction or avoidance of debt. Such heavy appropriations 
inflate and unnecessarily burden the budget of the state gov- 
emmonts. If the states were to emulate the example ol the 
Government of India they .should have provided Rs 1.05 crore.-' 
us appropriations for reduction or avoidance ol debt which 
approximately eight per cent of their net expenditure on in¬ 
terest. Assuming the uncovered debt of the stales at Us 327 
crores an annual appropriation opproxiraately of Rs 10 crores 
per annum should be suificient to offset their entire debt in 
a span of 30 or 35 years. Hence the state governments can save 
a substantio! amount if they follow the practice of the Gov¬ 
ernment of India in making uriiiual apprupriation.s for reduc¬ 
tion or avoidance of debt. The saved amount could lx> utilised 
for .expenditure on useful schemes on revenue account. How¬ 
ever, the suggested change would not increase the total 
resources of the states. The advantage of the present techni¬ 
que of making heavy appropriations is that It enables the stale 
governments to finance capital expenditure out of the revenue 
proceeds and thus the assets in the public .sector are created 
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Strategy for Industrialisation in Andhra Pradesh 

RAM K. VEPA 


THK KK'KNT announcement by the Government of Andhra 
I’jadcbh id a package" programme of incentives for new 
inii'islrics represents a renewed awareness in that state for 
the need to attain rapid industrial growth, Although Andhra 
J’radesh has taken impressive strides In agriculture in recent 
years its industrial economy continues to bp backward com¬ 
pared to that of such states as Tamil Nadu, Maharashtra, 
Punjab and Bengal. Its per capita income is almost the same 
as tlip national average but in speeitic indices relating to 
imlustry it stands well below the mean level in the country; 
its per capita (vnsumptlon of electricity, for Instance, is 
bun>ly kWh as against an all-India average of 86 kWh 
while its annual per capita income from industry alone is 
barely Ks 1.5 as compared to Rs B1 in Maharashtra, Rs SB 
ill Gujarat and Rs 33 for the country as a whole. 

'I'hc reasons for the wide disparity between agricultural 
prosperity and industrial stagnation in Anohra Pradesh arc 
not hard to seek. Watered by two of the biggest rivers of 
ttip soutb -the Godavari and the Krishna—and irrigated by 
an ingenious canal system pnginccred by Sir Arthur Cotton 
100 years back, Andhra Pradesh has long been regarded as 
the' “granary” of the south. Although the Tcltngana and 
Rayalaseema areas of the state contain a variety of minerals 
(limestone, barytes, asbestos, coal, iron ore, quart etc.,) their 
exploitation on a large scale was not taken up with the solitary 
exception of coal. While therefore there have been built up 
over the years traditional 'skills' in ngriculiurc, there has been 
no corresponding advance in uccumul.tling the ‘know-how’ for 
i ndustriat devclopmen i. 

in fact, it was only during the third Plan period that i 
beginning was made to break this vicious r.rcle. The ma ii 
element of the strategy for industrialisation at the time was 
to request the lucalion of some of the massive central sector 
projects so that they might, in turn, stimulate and generate 
new industrial growth. It was on this basis that such projects 
as tire Heavy Electricals, the Machine Tool Plant, the Synthetic 
Drug Project, the Hindustan Aeronautics Plant, at Hyderabad 
and the Shipbuilding yard at Vizag representing a total invest¬ 
ment of about Ks 100 crores were proposed to be set up for 
which, in return, the state government provided free of cost 
extensive land (some of it acquired through compensation) 
and made the necessary infrastructure available. 

Public Sector Projects 

These projects, however, represented a small fraction of 
tile Rs 3,000 crores invested alt over the country in the public 
sector during the three Plan periods and there was, therefore, 
considerable public agitation a few years back for the location 
In the state of a steel mill with a capacity of 1.5 million 
tonnes mvulving an outlay of about Rs 500 crores to remedy 
the growing regional imbalance in the country. Although the 
project was deferred at that time due to lack of resources, 
there are hopeful signs of its revival on a reduced scale. In 
addition, a heavy plate and vessels project and a dry dock 
are in'ing tstablisbcd at Visakhapalnam and it is cxpicted 
that 0 zinc smelter, operating on imported concentrates, will 
also be set up there. At Hyderabad, the Electronics Cor¬ 
poration of India (of the Atomic Energy rimm'ssion) has 
commenced operations, while a telecommunication cables lac- 
tory and cement plant arc also expected to be established 
there in the near future. 

Along with these significant public sector investments 
a start has also been made for a healthy private sector 
industry. Biggest, and in many ways significant, is the Rs 
50-crore fertiliser plant at Visakhapalnam which produces a 
complex fertiliser badly needed by Andhra Pradesh. There 
has also bsen an oil refinery in operation for some years at Vizag 


which bids fair to become a major centre for chemical and 
plastic industries with the establishment of a styrene monomer 
and polymer plant there. A second fertiliser plant is also 
expected to be set up in the near future using Imported liquid 
ammonia in the first instance. At Hyderabad, tbe-e has been 
a wide diversity in the private sector industries—a detonators 
factory, a dry battery plant, a watch factory, a fruit juice 
plant besides foundry and pharmaceutical plants. Outside 
Hyderabad, there has beeir established a 60U-ton a day emnent 
plant at Ramagundam and a barium salt factory at Kothokudem 
in the mineral belt. In addition, a few textile mills have gone 
into operation all over the state producing yam for a large 
handioom sector. 

Identification of Potential Areas 

It is obvious from the above that many of the new indus¬ 
tries have tended to cluster round a few well-defined locations 
due to the availabillity of raw materials and other facilities. 
In fact, the bulk of the industrial growth in the last 10 years 
has been confined to practically two towns—Visakbapatnam 
on the coast and Hyderabad, the capital. The state government 
recognising the inevitability of such a development has identi¬ 
fied specific areas in the state as being suitable for immediate 
industrial development since all the necessary facilities such 
us land, water, power and roads have been provided. Besides 
Vizag and Hyderabad, the government has also Identified the 
Vijayawoda-Guntur area (which is a hub of road transportation 
located in the midst of the fertile delta), the Kothagudem- 
Kamagundam area in the mineral belt, the Kurnool, Cuddapab 
canal area (traditionally noted for cotton, oilseeds and ground¬ 
nut) and the newly developed command art a under the 
massive Nagarjunasagar dam as likely regions for quick indus¬ 
trial development. In all these cases except the last, there 
liuve already been established some industries and it is expected 
that with a little stimulus, these potential ‘growth centres’ will 
emerge as major centres of industrial activity. In the case 
of the Nagarjunasagar area, it is anticipated that the tremend¬ 
ous wave of new prosperity which the dam will produce, will, 
in turn, generate a demand for a variety of products that 
industry must satisfy. 

Not only have the growth emttres been identified but the 
state government has also a fairly clear picture of the lines 
on which the new industrial development will proceed. Vizag 
on the coast is seen largely as a chemical and metoRurgicol 
centre; certainly the establishment of a steel plant there will 
generate new structural industries round it while a naphtha 
(or crude) cracking unit will lead to a petrochemical complex. 
In addition, a salt and marine chemical industry is expected 
to grow round the salt manufacture traditionally prevalent 
in the area. Vijayawada is expected to be the centre ot a 
light engineering industry including automobile ancUlailes as 
well as chemical units, such as pesticides that have a bearing 
on agriculture. In fact, a vast area has been demarcated as 
“Automagar" to provide extensive servicing and manufacturjtg 
facilities to the thousands of tractors and lorries that stream 
into Vijayawada. Hyderabad will continue to host a variety 
of industries; although the bulk of them will be in the engineer¬ 
ing field, chemicals, pbarmaoetfticals and electronlce have 
figureil prominently in the list of new industries. At Kothegu- 
dem and Ramagundam the emphasis will be largdy on n 
metallurgical complex such as pig iron and alloy steel ^though 
a major fertiliser plant based on coal is also not ruled out. 

In the commend area of the Nagarjunasagar dam, the 
trend of industrial development, will be either the iaputa 
required for agriculture or the processing of agricultural taw 
materials. Thus tractors, agricultural implements and other 
agricultural machinery will find a logical location there ae 
also procesolng plants for sugar, ahlveat extraction, cattle ted 
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and vanaspatl. In the Kumool-Cuddapah canal area alao the 
amphaais will be on procetaing induatriea that utilise cotton 
and oilseeds as raw material alttaough cement plants iitiUalnii 
limestone and asbestos will also be feasible. Further, sugarcane 
is also grown in the area leading to manufacture of sut'or 
and other industries using its by-pi^uels. 

tnw state government has for some years been acquiring 
land at Viug and Hyderabad to make available to new indus¬ 
tries In the private sector at nominal cost. There has also 
heeo an extmsive power development programme to make 
power available at reasonable rates. Major water producing 
achemeg have been taken up at Hyderabad and Vizag to 
provide water for new industries but the tempo of growth 
at both these plocts has been so great that by the time th.y 
are completed, the industrial demand for water would agi in 
exceed supply. The state goveinmcnl is therefore actively 
considering new schemes including sush revclutionary projects 
as pumping the water of the Hiver Godavari to Vizag- a 
distance of more than 120 miios—involving a copital oullny 
of Rs 18 crores. 

Incentives Provided 

The new ’’package" programme of bwentives provld’ g for 
refund of sales tax on raw materials, machinery and llni h d 
goods (subject to a maximum of 10 per cent of equity capiUil) 
and of subsidy on power by as much as 12i per cent in the 
case of small industries and 10 per cent in the case of large 
industries. Exemption from payment of water ru e on water 
utilised from ’natural’ sources is also proposed to be gven 
while in the case of ’govemment-muintained’ sources, only 
the water actually used will be charged. There will be no 
additional liability in respect of land revenue or tax except 
what prevailed before the industry was established. 

In fact, one of the important assets for industrialisation 
in Andhra Pradesh is a well developed network of state-owned 
institutions which has been sol up some years back to assist 
new industries being established in the state. The State 


Ftnancial Corporation (Jointly ownrd by the state government, 
the Reserve Bank and commercial banka) has been in ^ration 
for more than 12 years and pnividcs liberal assistance in the 
snape of toans to small and medium industries besides under* 
writing new issues and providing guarantees for deferred 
payments. It has so fox ranctioned for this purprse Rs 10.80 
crores to more than lO.l industries covering a variety of 
products. The Andhro Pradesh Industrial Oevebpment Cor* 
poration ia tie main agmey for providing (or underwriting) 
equity capital to large industries and has so far sanctioned 
about Rs 6.5 crores to more tfaon SU Industries whOiie total 
capital outlay is about Rs 70 ert^s. 

The development of small Industries—which constitute the 
bulk of the industrial establishments both in number and 
labour employed—Is done mainly through the establishment 
of industrial estates. Eleven estates have been set u,] all over 
the state where developed land and constructed factory iheds 
are made available to prospective industrialists on a subsidised 
rent basis for the first five years. Since it was recognised 
that in most cases developed land with the necessary facilities 
would be more suitable, the stale government has also set up 
23 assisted estates throughout the slate. In addition, there 
is a coHiperative iiidustriiJ estate at Hyderabad to which the 
atate covemment has contributed 40 per cent of the equity 
capital. 

More imaortant perhaps than incentives or inslitution.s is 
that indefinable, intangible, but none the less real, prerequi¬ 
site wh'ch may broadly be classified as the ’‘diniate’’ for new 
investment. It is hard to specify precisely the ingredients for a 
favourable climate but one may mention a stable political frame¬ 
work, a progressive administration, a team of able officials and 
most important of all, the availability of skilled liibour which 
is dise’.pllncd and productive. Andhra Pradesh is fortunate 
that it has all these ingredients in .1 goo;l meaiurc; taken in 
tntalily, the stale is liound to score high in any i.bjectivc rating 
of a favourahlc ntmospliore for industrial devel.-ipmctit. 
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1dTHA6AR to lONDIN 
NON-STOP 



We do not make or fly Jets or Rockets 
yet we are interested in lengths. 

The problem was to produc: 'mgthi after lengths of nylon yam 
free from any defect. Our customers wanted nylon yam suitable for high¬ 
speed warp knitting machines where as many as 110 lakh metres of 
yam is converted into cloth every hour and up to four widths of fabric 
are knitted simultaneously, A breakage of yam in any one of the widths of 
fabric causes damage in other three widths also and the production is 
stopped on all the four widths Only a perfect yarn was the solution. 

After months and months of cease- 
less effort, research and experi- 
mentation, our experts found the 

answer We produced 40 denier A 

Extra Dull Nylon Yam and gave it JULas 

a trial run on one of our customers’ Hi * 

machine. The result was most 
gratifying for all - (Modipon as well as 

the customers). Mbdipm yam travelled withou^^^^^^B^HBSjl 

breakage on the waiting machine on an average a 

distance greater than that between Modinagar and London.^P^^HHr 

Nylon yam is out buaness. We can msJte it do what our customers 
want. At Modipon we engineer yam according to specific end-use 
requirements. 

m modipon MAKES BETTER NYLON YARN 
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A Technocrat’s Report 

S. P. CHOPRA 


THE NEW eluirman of tlw State Trading Corporation, Mr P. L. 
Tandon, baa atartad putting Into pract-ce aome of tbe auggeationa 
contained in the interim report of the government committee 
of which he waa the chairman and which was act up in April 
laat year to review the working of this public sector enterprise. 
The ccmimittee had drawn special attention to the need for 
improving the operational efticioicy of the STC, particularly 
renovation of the accounting syaiem and “building through 
management accounting a system of accountability”. It was 
.also Buggeatcd that “tnere should be regular reporting and 
performance budgeting, where a detailed statement of inten¬ 
tions. translated into resources needed, is prepared for the 
uext year, showing plans and estimates of sales, expenditure, 
cash, and manpower; against these estimates, progress should 
be evaluated and communicated week by week, month by 
month and lor the year with a mid-year review to decide 
whether the year’s operating plan needs a revision”. Tbe 
report for the quarter ending December, 1968, shows that 
Mr Tandon hdS acquired a grip over the working of the STC 
and shown some success in placing its working operations on 
a rational basis. He is now examining the working of the 
STC week after week and month after month from all possible 
angles in an effort to cut overhead exjienditure, reduce stocks 
and make economical use of funds. 

Tfao sales of the STC for the period April-Oecember, 1968, 
showed a marginal decline of two per cent as compared to 
the performance in the corresponding period in the preceding 
year (on pru rata basis) mostly because of the sharp fall in 
imports. Whereas its exports rose by 74 per cent and domestic 
operations by 135 per cent, imports fell by 18 per cent with 
the net effect of a loss of two per cent in total sales. While 
the bill for imparts for tbe country as a whole is on the 
decline and it is but natural that the activities of the OTC 
should also be affected by Uds trend, the profitability haa 
been naturally affected in a marked manner since the STC 
makes money on imports but incurs losses on some of Its 
exports. The profit after tax at Rs 1.13 crores registered 
a drop of 26 per cent in relation to the pro rata profit of 
Ks 1.S3 crores in the corresponding period last year. 

Improved Perfonmnee 

Two features of its latest working results point to improved 
performance of tbe corporation in the coming months. First, 
the STC has almost frozen the level of expenditure on over¬ 
heads. Tbe overhead expenditure in the period April-November, 
1968, was 98 per cent of tbe expenditure in the corresponding 
period in 1967. The increase in expenditure on salaries and 
allowances by 16 per cent was due to tbe rise in dearness 
allowance and increments but not due to eny Increaae in the 
working force. The manpower of the STC recorded a small 
tall in tbe quarter under review. Second, the STC has 
achieved a lubstantial reduction in stocks. On October 1, 
1968, the STC bad locked up Rs 1S.87 crores in inventories 
but by the end of 1968, the level of stocks had been brought 
down to Rs 9.57 crores. The effect of this reduction in stocks 
will be felt in the working results of tile next quarter. 

Both these fectora have however changed the relationship 
among overheads, sales, stacks and capital employed. As the 
table alongside shows, ^ ratio of overheads to sales has been 
frozen at the previous year’s leveL Tbe ratio of atoeks to 
sales has dropped ^ii^iaUy from gSJ per cent to 22.8 per 
cent while the ratio of capital employed to soles feD from 
27.4 per cent to 23.04 per cent. The effect of speedy recovery 
from debtors is evident from the drop to the ratio of debtor 


to sales. In short, all these ratloe dearly show that tbe STC 
is no longer working in a blind alley. The management is 
now aware of the trend of its working results and the procedure 
of quick accounting ia likely to assist it in charting out its 
future course of action. 

The exports of the STC for tbe period Aprii-December, 
1968, have attained e new peak at Ra 29.83 crores. la 1967-68, 
the value of exports was no more than Ha 38.57 erotea. South 
Korea is the biggest market of tne STC. its sales in the 
period under review of mostly railway wagons and human 
nair being Rs 8.18 crores. The USSR occupies the second 
rank with exports at Rs 5.24 crores while Poland’s rank U 
third with exports valued at Ra 2.Q6 crores. The east European 
counuies (popularly known as the rupee payment countries) 
including tbe USSR accounted tor exports worth Ra 10.46 crores 
—85 per cent of the total. Tim STC, it may be recalled, waa 
meant initially lor traaing with the socialist countries but 
now the snare of these countries has shrunk to ou&>lblrd of 
the total trade of this enterprise. The commodity-wise dis¬ 
tribution of STC’s exports shows that railway wagons top 
the list followed by human hair (and products), cotton textiles, 
jute goods, shoes, prises, arUficial fabrics, dried fidi, cotton 
packs, salt, tobacco, opium, cotum shirts, and a number of 
other commodities in naail quantities. The list seems to admit 
of considerable amplification. 

Narrow Bast 

The capital structure of the STC has a narrow equity 
base. Out of the total capital employed of Rs 32.86 crores, the 
paid-up capital is no more than two crores of rupees. Tne 
reserves at Rs 9.61 crores are nearly five times the equity 
capital. Tbe STC therefore proposes to capitalise two crores 
of rupees. The prolit earned during the first half of the 
current financial year has encouraged the management to 
recommend a dividend rate of iS per cent on the enhanced 
capital. It means that the STC will double its contribution 
to the central exchequer. 

Streamlining of tbe expenditure procedure of the STC baa 
involved devising of new travelling allowance bill forms 
with precise instructions for officers in the various cadres. 
The objective behind all these chimges is to induce cost 
consciousness. Once the officera start showing increased res¬ 
pect for costs, the affairs of tbe enterprise cannot but impiove. 
The only aspect about which not much information is being 
divulged IS that of changes in management. The chairman, 
it seems, is already applying bis mind to this aspect but is 
naturally inclined to be cautious and circumspect. 

SOME RATIOS 



Last year on 
lit April 
per cent 

This year on 
1st December 
per cent 

Overheads to sales 

2.7 

3.7 

Stocks to sales 

28.9 

22.8 

Debtors to sales 

23.5 

21.4 

Capital employed to sales 

27.4 

23.04 



228 


XASTESIN ECONOMIST 


February 7, 1969 


WINDOW ON THE WORLD 

Europe’s West-East Trade 

JOSSUEYN HENNESSY 


I 

HORE ECONOMICS—LESS POLITICS 

LONDON: 

THiO iiOVlKT mvosiun of Czechoslovakia has led to a reassess* 
ment of east-west trade relations. The traditional view was 
that the Soviet bloc's trade policy was designed primarily to 
serve pditical ends. Certainly, the bloc's trade with western 
Europe, as the rest of the non-communist world, has been so 
small, both relatively and absolutely that it scarcely affected 
the bloc’s self-sufficiency, but recent developments suggest that 
the foreign trade of eastern Europe and the USSR has now 
begun to serve economic rather than political ends. Basically, 
its new purpose is to upgrade techn^ogical and quantitative 
standards and to fill gups in the bloc’s own resources. 

In the present pause in tias east-west ixiliticul detente, this 
change in the function of foreign trade, as viewed from the 
USSR and eastern Europe, is important. Since trade is no 
longer to be primarily for political reasons, the pattern and 
volume between weatem Europe and the Soviet bloc will in 
luture not depend so closely on short-term fluclunlions in 
east-west poUttciil relations. 

Tht New Phase 

I'he course of events since the Czechoslovak crisis confirms 
that the return to near-cold war conditions need not necessarily 
end trade relations, which henceforth are likely to be governed 
by commercial criteria. The iinmediatc reaction in the west 
was vehement protest, modified by the impossibility of taking 
any concrete action. By September, however, it was clear 
that the USSR and its Warsaw Pact supporters were anxious 
for normal relations, puUlicul and economic, with the west, 
regardless of criticism over Czechoslovakia. In western Europe, 
it also became clear that, with few exceptions, business was 
to be “as usual’’. Business at the l«ipzif> and Brno traiie 
tairs was normal and the volume was close to expectations 
formed before the invasion of Czechodovakia. The new phase 
in trade relations between eastern and western Europe emerges 
clearly from the trade statistics, and its continuance seems 
assured by the I'corientation of ecunomic planning policies in 
the Soviet Uoc. 

Probably the most significant feature of the foreign trade 
of the countries of eastern Europe and the USSR, since my 
last review of cast-west trade (see Aug. 2, 106U) was the 
relative stagnation in 1906 of mtra-Comecon transactions and 
and the rapid expansion of trade with western Europe. Partial 
exceptions were Bulgaria and East Germany, whtch both regis¬ 
tered marked increases in their trade with fallow members 
of Coinecon. In 1966. the latest year for which detailed 
statistics are avalloble, exports from the USSR and the 
countries of eastern Europe to western Europe grew by 15 2 
per cent, imports by 16.3 per cent compared with average 
Increases for the period 1961-66 of 10.6 and 9.9 per cent 
respectively. The comparable figures lor intra-Comecon exports 
were a fall of 2.2 per cent in members’ exports to the USSR 
in 1966 and a mere 0.6 per cent rise for the other east 
European countries; the 1961-66 overages were 8.0 and 6.6 
per cent respectively. Fur Intra-bloG Imports In 1966, there 
was a rise of 5.5 per cent for the USSR and a fall of 1.4 per 
cent for the rest of eastern Europe; the 1961-66 averages 
In this case were 7.7 and 7.5 per cent. 

Provisional data lor 1967 Indicate that trade with western 


Europe continued its rapid growth, and tiitra-Cumucon trade 
picked up sharply. 

TRADE OF THE U.8.8.K. AND EASTTEBN EUROPE 

$ mlUlon 


1965 1966 1967(a) 


Exports Imports Exports Importa Exports Imports 


Total trade 
Intra-Comecon 

29,069 

19,743 21,221 

20,703 

23,232 

22Ji87 

trade 

13,371 

13,447 14,685 

13,736 

15,532 

14,687 

(a) Estimates. 


Source; 'Economist’ IntelUgcnee Unit. 


Of various factors which led to the relative stagnation 
of intra-Comecon trade in 1966, the most Important was that 
the prices of some important commodities were lowered from 
January 1, 1966. This automatically reduced the value of 
intra-bloc trade In 1966, though it did not affect the volume 
of tranaactiona. The purpose of this change was to match 
Comecon prices with those of the International free market m 
1060-64 instead of 1957-56 prices as befpre. This shift closer 
to world prices was, however, by no means right across the 
board, and Comecon ’’contractual’' prices continued for many 
products. 

Another factor which led to the sharp slow-down in intra¬ 
bloc trade in 1966 was the temporary dislocation caused by 
the Introduction of Comecon agreements on specialisation (rf 
production and trade within the bloc which proved difficult 
to achieve in practice. That 1968 was also the first year of 
a new five-year planning period in which radical reforms in 
planning and management were being set in motion did not 
help trade exchanges. 

Ky 1967. these effects had largely worked tluvugh and 
there was a spun in trade between Comecon members. It 
was notable, however, that this did not entail any fall in 
trado with western Europe, which continued to grow. 

II 

WEST-EAST GOVERNMENTS COLUBORATE 

The shift towards more rapid expansion in east-west trade 
has been accompanied by, and has in part followed from, a 
new pattern of closer, more flexible liaison between tbe 
governments of the major trading partners in the east and 
in the west. France, the UK, West Germany, Italy, and tbe 
Ueneiux countries have all concluded trade and technical 
vo-operaliun agreements with various cormtries of eastern 
Europe, including the USSR, Poland, Rumania and Hungary. 
As well us covering ordinary trade exchanges, some of new 
agreements concern more general economic. Industrial, and 
technical co-operation, and provide standing arrangements to 
examine new trading possibilities. It is already clear that 
co-production and allied agreements are to be a stoong growth 
sector of east-west trade and economic relationships in the 
years ahead. 

Meanwlulc, the countries of western Europe have continued 
the gradual liberalisation of intpoHs from tbe eastern hlac. 
An example was France’s increase in liberalised imports tram 
the Soviet Uoc by around 200 Items in January, 1967, ranglag 
from some farm products to constuner durables. Italy, West 
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Gennany. and the Benelux countries also made stmllar 
moves. 

Though the pattern of western Europe’s trade with the 
eastern bloc has many features In common tor each of (he 
countries of the east, there are nevertheless differences from 
rauntry to country in both the rate of growth of trade with 
western Europe and its commodity composition. 

WESTERN El}ROrE*8 'TRADE WITH EASTERN EVROTE 
(S million at enrrent prices) 


Western Europe's Western Europe’s 
exports imports 



1969 

1966 

1965 

1966 

Food, beverages, tobacco 




026.6 

oil seeds, fats & oils 

me 

486.1 

803.3 

of which: 





animal products 

108.1 

51.8 

377.6 

481.3 

cereals & preparations 

142.8 

159.9 

05.0 

47.7 

fruit vegetables 

— 

— 

•— 

— 

beverages, tobacco 

160.2 

185.6 

169.4 

187.1 

Crude materials, fuels & 





base materials 

793.7 

800.5 

2,135.6 

2.357.7 

of which: 





forest products 

113.4 

108.7 

569.6 

940.8 

agricultural materials 

189.0 

100.3 

176.6 

21.8.0 

mineral fuels 

11.8 

9.4 

728.4 

811.2 

base metals 

406.1 

416.6 

394.7 

47.6 

Manufactures 

1,923.0 

2,396.2 

772.5 

804.6 

of which: 





machinery 

870.6 

1,170.4 

276.4 

346.0 

ships 

233:7 

225.9 

18.2 

15.2 

chemicals 

385.1 

442.7 

173.8 

207.9 

Total (including others) 

3,308.9 

3,733.8 

3.804.6 

4,294.5 


Source: 'Economist’ Intelligence Unit. 

Changes in the commodity composition of east^est trade 
over the years up to 1964, have mostly been in line with 
the new Comecon policies of buying high-technology goods and 
relatively sophisticated consumer items from western Europe 
in order to raise production standards in eastern Europe and 
the USSR. As well as an Increase both ab«>lutely and relatively 
in western Europe’s sales to the eastern bloc of manufactured 
goods, principally machinery, there was an absolute and 
relative decline in western exports of foodstuffs and only a 
small increase in sales of industrial materials. The eastern 
bloc’s exports to western Europe since 1964 have continued to be 
largely foodstuffs and industrial materials, though there have 
been continued efforts to develop sales of manufactured goods 
by matching products to west European market requirements. 

ill 

THE EAST BLOC COUNTRIES 

Thfe U.S.S.R. 

Though in absolute terms the USSR is the main market 
in Comecon for west European suppHets, trade with western 
Europe is relatively less important to the USSR than to any 
other bloc country, but it is also true that trade with other 
communist countries accounts for a smaller proportion of total 
Russian trade than in the case of ony other Comecon country 
except Rumania. 

Assessments of the future pattern of Soviet trade with 
western Europe are complicated by apparent confusion in the 
USSR over allocating economic priorities. The original five- 
year plan lor 1066-70 appeared to concentrate on increasing 
supplies ef consumer goods, and lew on output of heavy 
Industry. It is now clear, however, that the 1966-70 plan has 


in effect been abandoned, and that the drive towards consumer 
goods and light industry is being modified in favour of 
increased defoicc expenditures. 

• 

Nevertheless, the mere taei that real income per head it 
increasing in line with the target rate of 8.4 per cent 0 year 
will necessitate heavy imports of consumer goods from wertem 
Europe. Foreign exchange riiould be fairly readily available 
for ^is because the grain harvests in the three yeais to 1966 
were good, and consequoatly grain imports will decline. 

The big transactions, however, concern sales of complete 
plant or major sub-units, which usually also involve sales of 
expertise, frequently by licence agreements. The bigger con¬ 
tracts of this type invdve sutxontracting parts of the project 
among several west European countries. An example Is the 
contract with Flat of Italy to build an automobile works with 
sulxontracts to British machine tool monufaciurers. 

Poland 

Poland, the second largest (Comecon market tor suppliers 
in western Europe, is carrying out economic reforms that 
decentralise many economic dccirions down to enterprise level, 
and increase speeialisation and greater Use of material ircen- 
tives. Together with these developments there is proportionately 
greater allocation of resources to consumer goods and agricul¬ 
ture and less to producer goods. The targets of the 1966-70 five- 
year plan show that Poland is going through a transitional phase, 
and the growth rate for industry as a whole has been lowered 
from the rate set in the 1961-65 plan. There is currently 
less stress than before on quantitative achievement as such, 
and greater emphasis on rationalisation, modernisation and 
upgrading quality and productivity. 

The new orientation of Poland’s official economic policy 
creates major opportunities for west European suppliers of 
plant, machinery and equipment with a high teclmologicol 
content In Poland, as elsewhere In the Soviet bloc, an 
important subsidiary aim of the economic refoitns is to Improve 
the competitiveness of home-produced manufactured goods in 
western markets, which will gradually generate new foreign 
exchange earnings for an escalation of cast-west trade. There 
are already some results: Polish exports of machine tools 
to. West Germany doubled in 1966 and rose sharply in 1967. 

Czechoslovakia 

It is difficult to forecast Czechoslovakia’s economic future 
until the intemal political scene clears. The departure of Dr 
Ota Sik, the architect of most of the economic refonns in 
train before the invasion, suggests that they are to be con¬ 
siderably modified. In particular, the intention to increase 
trade and economic relations with western Europe seems 
certain to go by the board; this, from the viewpoint of 

EASTERN EUROPE AND THE U.S.8.R.: THE REGIONAL 
PATTERN OF TRADE, 1966 


Export destinations Import sources 


Eastern Western Other Eastern Western Other 



bloc 

Europe 


bloc 

Europe 


USSR 

53.1 

19.2 

27.7 

56.4 

16.4 

27.2 

Poland 

55.8 

29.8 

14.7 

60.0 

26.0 

13.1 

Czechoslovakia 

03.6 

19.9 

16.5 

64.1 

21.2 

14.7 

Rumania 

55.9 

30.3 

13.8 

52.7 

35.6 

11.7 

East Gennany 

88,7 

22.2 

0.1 

07.3 

24.0 

7.0 

Hungary 

64.2 

26.9 

8.9 

61.3 

27.7 

11.0 

Bulgaria 

— 

— 

— 

— 

— 

— 


Source: ’Economist’ Intelligence Unit 
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trader? in western Europe, vvill, faowever, rcpiMent u loss of 
potential rather than radical change, bi 1966, only 21.2 per 
cent of Csecboslovakia’s imports and 18.9 per cent of its exports 
were with western Europe, much lower proportions than for 
any other eastern bloc country except the USSR, if Cxechoslo- 
vakia’s economy is not to grind along In low gear, heavy 
Imports of plant and the equipment to restructure Industry 
will be necessary; over 40 per cent of all machinery and 
equipment currently in use is officially regarded os obsoLde. 
It remains to be secn^how much importing from the west the 
USSR wiU allow. 

Czechosluvakla’s earlier aim to seek major credits in the 
west is DOW probably irrelevant, and its existing surplus of 
up to the equivalent of $300 million in ncm-convertlble Comecon 
currenelcs is of little use, since the type of Imports required 
to get tile economy rolling forward are not readily available 
within the bloc. One solution could be a Soviet loan in gold 
or convertible currencies to be spent largely on purchases in 
the west. At present, however, Chechoslovakia’s present 
leaders are reluctant to make the political concessions that 
tlie USSR requires as the price of this kind of aid. 

Rumania Turns to the West 

The feature of Rumania’s irade has been the sharp con¬ 
traction in the proportion of the total curried on with eastern 
bloc countries; for imports the percentage share fell from 
62.0 in 1961 to 92.7 in 1960 and preliminary figures indicate 
a further sharp decline in 1967 to 47 per emt. Imports from 
western Europe have increased correspondingly from 28.7 per 
cent of the total in 1961 to 35.6 per cent in 1966, and there 
was a sharp increase in 1967 to around 40 per cent. These 
developments fotlow the officially declared intention to Increase 
trade with western Europe more rapidly than with the eastern 
bloc, and are In line with Rumania’s independent attitude 
towards the USSR. 

Since industry contributes only about 50 per cent of total 


output, Rumania’s current aim is to boost Industrialisatioh 1^ 
keeping consumption low and invesfment high and by plou^ting 
back the greater part of national income, and offering few 
material Incentives, so far at any rate, to the workers. 

As long as this Is so, the scope lor increased trade wi&' 
western Europe is enormous. The 1966-70 live-year plan 
provides lor a 59 per cent increase in foreign trade turaovei; 
and Rumania’s comparative reluctance to increase econoinlc 
ties with eastern bloc countries means that trade with 
Europe could double. ’The opportunities lie In power plants, 
engineering metallurgy, and chemicals. 

Reports that Rumania is again examining the possibility 
of joining the International Monetary Fund Imply tte extent 
to which she is anxious to collaborate with the west. It 
remains to be seen, however, whether the increased tension 
with the USSR will compel Rumania to modify her policy ot 
independence. 

East Germany 

East Germany’s foreign trade is heavily orientated towards 
the eastern bloc, with which 68.7 per cent of exports and 67.9 
per cent of imports are transacted. But the low share of 
East Germany's total foreign trade with the developing coun¬ 
tries means that the proportions of export and import trade 
with western Europe, at 22.2 per cent respectively, are by no 
means the smallest among Comecon members. 

Sources and AcknowledgameBts: This review of east-west 
trade has. by special arrangement, been summarised from an 
exclusive report in the latest quarterly issue of “Economic 
Trends’’, published to subscribers only by the ‘Economist’ 
Intelligence Unit, 27 St. James’s Place, London S.W.I., but 
the EIU is responsible neither for the emphasis of my summary 
nor for my comments. 
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China's Foreign Economic Relations 

A. NEKRASOV 


FOREIGN ECONOMIC relations continue to play an important 
part in China’s economic life. Since the revolution their im¬ 
portance to the development of the productive forces, the acce¬ 
leration of sdentific-technologlcal porgress and a rise in th» 
efficiency of all social production has increased significantly. 

During the ’fifties the main trend in Chinese foreign 
economic policy was to consolidate mutually advantageous co¬ 
operation with the socialist countries, which gave the Chinese 
people tremendous assistance in economic restoration and 
development. With their help China established modem in¬ 
dustries and laid the foundation of socialist industrialization. 
From two-thirds to three-fourths of China's foreign trade in 
that period was with the socialist countries. From the socialist 
eeuntries China received the machinery, equipment and indus¬ 
trial raw materials she needed to accelerate industrial deve¬ 
lopment. At the same time, the socialist countries provided 
China with a big market for her goods, which helped the growth 
of export potential of China’s economy, solve the problem cf 
employment, increase the incomes for her population and sti¬ 
mulate a rise in the productivity of social labour. 

In the 'fifties the socialist countries supplied China with 
more than 2,500 million roubles' worth of equipment for plants, 
helped to build and put into operation more than 350 big 
factories and other enterprises and a large number of shops 
and installations and handed over licences for the manufacture 
of many types of goods without compensation. Scientific- 
technological co-operation with the socialist countries helped 
China to develop science and education and to train a large 
army of highly qualified experts for the major branches of 
her economy. China received particularly large assistance from 
the USSR, which gave her 1,816 million roubles* worth of long¬ 
term credits on favourable terms and technical assistance In 
building 256 large modern enterprises. The industrial enter¬ 
prises built with Soviet help now aecouut for the main share 
of the goods put out by the leading branches of China's heavy 
industry. 

According to Chinese economists, the country’s exports in 
the 'fifties amounted to about four per cent of the gross indus¬ 
trial and agricultural product. Although this proportion is 
lower in China than in a number of other socialist countries, it 
would be wrong to underestimate the role of foreign trade in 
the Chinese economy. Foreign trade to a significant degree 
enabled the Chinese People’s Republic to solve rapidly the 
urgent task of raising the scientific-technological level of pro¬ 
duction and the efficiency of the entire economy. 

Practical Approach 

At the beginning of the 'fifties the leaders of the Chinese 
Communist Party understood the importance to China's deve¬ 
lopment at economic co-operation with the socialist countries. 
That was reflected in the adoption in 1953 of a basic policy 
aimed at turning China into an advanced industrial power in 
the course of several five-year plan periods. The Chinese lead¬ 
ers were guided then by the need to use the practical and 
theoretical experience of the socialist countries, taking into 
account China's specific features in the development of foreign 
trade relations, nanned development of the Chinese economy 
in the 'fifties created the material base on which to expand 
foreign 'trade and enhance its role in economic development 
Cbina'a volume of foreign trade quadrupled in that period, out¬ 
stripping the growth rate of the gross product, and in 1959 
reached its peak at 3A00 million roubles. 

In the late Titties and early 'dxtlea the Pddng leaders 
suddenly euspeoded mutually advantageous economic coopera¬ 


tion with the other socialist countries, evidently believing that 
it was no longer in their interest. Having decided Utat the eco¬ 
nomic base in the country was strong enough to enable them 
to carry out their hegemony, the Peking leaders took the path of 
reckless ventures, among which expansion of foreign ecbnomlo 
relations was assigned a big part. They soon came tb realise., 
however, that these far-rearliing plans were built on sand. 
China’s foreign trade dropped by 36 per cent between 1960 and! 
1962. By 1866 It has risen somesvhat higher than the 1959 
level. 

FOREIGN TR4IIE OF THE CHINESE FEOPLE’S REPUBLIC 

Million toublee 


Total 

1957 

1959 

1960 

1962 

1965 

1966 

1967» 

Turnover 

2.750 

3.757 

3.606 

2:411 

3,601 

3,952 

3,776 

Exports 

1,506 

1,956 

1,868 

1,-I37 

1,969 

2,207 

2,008 

Imparts 

1,244 

1,801 

1,738 

974 

1,632 

1,745 

1,768 


Estimated on the basis oi statiFtlcs from China’s trading 
partners. 

• Preliminary estimate. 


The pattern of China's foreign trade has also undergone 
substantial changes. It has reflected the grave economic diffi¬ 
culties caused by the policy of the Mao group. The drop in 
production has led to n drop in the export of China's main and, 
traditional goods, which played an important role in the world 
market. The adoption in 1961 of the policy of “regulating" the- 
national economy, following the failures of the “big leap," the 
acute shortage of food, raw materials and consumer goods, and 
the practical abandonment of industrialization plans all culled 
for substantial changes. 

Raw Material imports 

The share of machinery and equipment fell from 42 per 
cent of imports in 1960 to 19 per cent in 1965. The main place 
in imports came to be held by grain, raw materials and mate¬ 
rials tor the light industry and agriculture. 

The “cultural revolution" dealt China's foreigti trade rela¬ 
tions another blow.- Its disorganizing effect on the economy, 
especially on transport and industry, led to at least 15 to 20 
per cent drop in the volume of production in 1967. That imme¬ 
diately afiected the country’s trade pattern and trade and pay¬ 
ment balances. Preliminary estimates indicate that China's 
volume of foreign trade dropped by 4.5 per cent in 1967, the 
drop in exports being 10 per cent. Ukc the entire economy, 
foreign trade entered a period of increasing chaos and dis¬ 
organisation. 

In an attempt to make a virtue out of necessity, China’s 
leaders have in the past few years subjected the part played 
by foreign economic relations in the country's economic deve¬ 
lopment to what might be called theoretical revision. Foreign 
trade and its importance have been assessed from the stand¬ 
point of the notorious “theory .of undulatory development” 
which Mao Tsc-tung advanced to substantiate the “big leap”^ 
policy, in viol.*ition of the objective law of planned, national 
economic development. Wide popularization of tMs fallacioua 
theory began in China at the second meeting of the Eighth 
Congress of the Chinese Communist Party In May 1968. The 
retxirt on the work of the Central Committee of the CCP then 
declared that "Imbalance phenomena are inevitable" and “the 
appearance of imbalance is not so frightening as complete con¬ 
fusion in the face of Imbalance”. 

According to the ‘Theory of undulatory developmenC" • 
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aodnilst economy 1 r supposedly cbaractertsed by a movement 
by leaps, an undulatory srowth In which abrupt rises in deve¬ 
lopment rates are replaced from time to time by slumps. 
During the years of the "big leap" and after its failure propa¬ 
ganda in China was mobilized to substantiate this "law". "An 
undulatory forward movement is an objective law that does 
not depend on the subjective will of man,” said the newspaper 
‘Hunmlng Jlhpao’. The magazine ‘Tsingtsl Yantsu’ declared 
that "the more undulatory develojHnait the better it is for the 
country’s economy" and sharply criticised those Chinese eco¬ 
nomists who “mistakenly consider the leap of IBSS an abnormal 
phenomenon that does not conform to objective economic laws.” 

Applied to foreign economic relations the “theory of un¬ 
dulatory developmtmt” meant nothing more than an attempt to 
justify curtailment of foreign trade and its structural flaws by 
referoices .to the "objective nature" and "Inevitability” of such 
flaws. 

Subordination of Trade 

China’s leaders actively use foreign economic relations as 
an important part of their foreign policy. A countrywide con¬ 
ference on forrign trade in April 1068 went ev«i further in 
subordinating the foreign trade organizations to Peking’s poli¬ 
tical aims. The conference decid^ "to raise still higher the 
great banner of the ideology of Mao Tse-tung” and to "fight re¬ 
solutely against purely professional, apolitical views and a 
compromise ideology that gives parallel attention to politics and 
to occupation.” Tte real meaning behind the "political” ap¬ 
proach to China’s foreign economic relations was clear long 
before the conference. There had been numerous attempts to 
Interfere In the internal affairs of other countries and to deviate 
from the generally accepted standards of international trade. 
They have become much more evident in the period of the 
"cultural revolution”. 

Since the early 'sixties Ihe Mao group has openly curtailed 
co-operation with the socialist countries and the socialist 
community as a whole. 

'TRADE OF THE CHINESE PEOPLE’S REPVBUC WITH 
SOCIALIST COUNTRIES 

milUon roubles 



1957 

1960 

1962 

1965 

1966 

1967 

Total Turnover 

1,765 

2,323 

1.230 

1,108 

1.072 

8G4 

Exports 

973 

1.182 

799 

634 

578 

504 

Imports 

792 

1.141 

431 

474 

494 

360 


As a result the share of socialist countries in China’s 
foreign trade dropped from 64 per cent to 22 per cent. Peking’s 
unilateral and sudden curtailment of economic relations with 
a number of socialist countries was done without any warning, 
in glaring contradiction to the principles of international law 
and the standard of relations in the socialist world. The 
breaking off of long-term economic relations did great damage 
to China's partners, who were guided by the expectation of 
stable relations with China. On the other lumd, if we remember 
the role which economic relations between China and the 
socialist countries played and could play, it is obvious that 
the current foreign economic policy of the Peking leaders is 
a severe blow to the basic interests of the Chinese people 
and the very foundations of the socialist system, especially 
in view of China’s sharply aggravated economic difficulties. 

As the Mao group curtails economic relations with the 
socialist countries it is expanding economic relations with the 


industrially advanced non-communist countries. Between 1661 
and 1967 China’s volume of trade with these countries increased 
almost three times to 1300 million roubles. 

TRADE OF THE CHINESE PEOPLE’S REPUBUC WRH 
THE INDUSTRIAL NON-COMMUNIST COUNTRIES 

million roubles' 



1957 

1960 

1062 

1965 

1966 

1967 

Total Turnover 

474 

858 

607 

1,324 

1,610 

1,782 

Exports 

202 

270 

224 

545 

680 

638 

Imports 

272 

388 

383 

779 

939 

1,144 


China’s economic relations with the industrially advanced 
non-communist countries have gone far beyond merely trade; 
Chhia accepts credits, technical aid and asristance in training 
personnel from them. Contracts have been signed tor the 
purchase of 43 industrial enterprises in those countries. Japan 
now holds first place in China's foreign trade. In 1967 
Japanese-Chincse trade amounted to 500 million roubles, 
against 21 million roubles in 1960. The Peking leaders are 
fast developing economic rdationa with the Federal Republic 
of Germany. West Germany now holds the first place among 
the west European countries in trade with China. In 1967 
trade between China and West Germany totalled 255 million 
roubles. This is six times greater than the volume of China's 
trade with East Germany. Western Germany has sanctioned 
the sale to China of some types of armaments and instruments 
belonging to the category of strategic materials. Technical 
experts from West Germany are already working in ihe 
Chinese People’s Republic. Economic relations between China 
and Britain, France, Italy and other European powers have 
expanded considerably during the 'sixties. Hong Kong, a British 
colony, is an important channel by which China establishes 
economic relations with the industrially advanced world. In 
1966, China’s volume of trade with Hong Kong was estimated 
at 465 million roubles, of which Chinese exports amounted to 
454 million roubles. 

The foreign economic policy of the Chinese People’s 
Republic as regards the newly independent countries is also 
placed completely at the service of the hegemonic goals of 
Mao Tse-tung and his group. 

TRADE OF TOE CHINESE PEOPIAI’S REPUBUC WITH 
THE NEWLY INDEPENDENT COUNTRIES 

million roubles 



1957 

1960 

1962 

1965 

1966 

1967 

Total Turnover 

334 

409 

358 

777 

706 

748 

Exports 

174 

219 

212 

408 

495 

486 

Imports 

160 

190 

146 

369 

301 

263 


The independent young countries of Asia and Africa now 
account for about 20 per cent of China’s foreign trade (it 
was 11 per cent in 1960). Chinese trade with this group of 
countries increased by 84 per cent between 1961 and 1967. 
But trade and the economic aid which China has promised 
the young countries (about one million roubles’ worth) are 
subordinated primarily to political aims. 

Approximately two-thirds of China’s trade with the deve¬ 
loping countries is with those in south and soutlMaBt Asia, 
Which Peking regards as the sphere of Its primary influence. 
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China la particulariy active in Paklatan, Singapore, Malayaia 
and Cambodia. Woraened poUticat relatioaa have led her to 
break ott pracUcally ail economic relatloiu with India and 
Burma. In an attempt to put pressure on the Burmese gov¬ 
ernment, which took measures to aupress the subversive activity 
of China's representatives in Burma and attempts to apply 
“cultural revolution'* methods there, the Mao group discontinued 
economic- co-operation with Burma in the summer of 108?. 

The African countries account for 20 per cent of China'a 
trade with the “third world." Her biggest trading partners 
are the United Arab Republic, Morocco and the Sudan. Peking 
is trying with particular persistence to achieve the economic 
penetration of Mali. Guinea, Tanzania, Zambia and the Congo 
(Brazzaville). 

The Peking leaders believe in dumping goods to wm 
pusitious in the markets of the “third world" countries. For 
instance, there was a period when China was selling textiles, 
pottery, wire and other goods in Indonesia at prices from 
10 to 40 per cent lower than those of the Japanese. In 


Nepal, Chineie goods sell for half the price of goods from 
India. China sells Singapore and Malaysia fabrics, clothing, 
crockery, tinned goods, sugar, cement and drugs at prices that 
are from 30 to SO per cent lower than the world prices. 
Approximately the same thing holds true for Chinese dealings 
with firms in Tanzania, Kenya, Uganda and other African 
countries. The Chinese People's Republic loses, according to 
one estimate, more than 100 million doUars annually ttarou^ 
dumping. 

Chinese goods, however, do nut reach the consumer at a 
low price. The difference in prices is pocketed by the impor- 
tera. At the same time, importing n large amount of Chinose 
consumer and other goods into the young developing countries 
at low prices cteiilcs a real threat to the new national 
industries. Consequently, some of the developing countries 
lire now taking measures against uncontrolled imports from 
ihe Chinese People's Republic. At the same time, the legal 
and illegal transfer of large sums of money to Peking banks 
by Chinese emigrants is causing a number of countries in 
south-east Asia grave concern. 


Waiting for Monetary Reforms 

E. B. BROOK 


VIENNA: 

IN ITS ur^t affairs of finance Europe baa made a halting 
start to the new year. It had been hoped, injudiciously as It 
turned out, that the central bankers, at their first meeting of 
the year at Basle, would find ways of supporting the insecure 
two-tier system of gold prices and make a new year's gift of a 
plan to control speculative flows of money from one currency 
to another. 

it is a sign of the concern that these two problems are 
causing Europe that the bankers should have been expected to 
do, or begin to do, either; for they did not know what the new 
US Administration's attitude would be to relaxing the fixed 
price of gold against the dollar and they had been given no 
clear political direction by the finance mbolsters as to bow far. 
if at ail, governments would support an offidal system of con¬ 
trolling curraicy movements Not until the new outline of US 
policy has been thoroughly digested will Europe be able to 
begin to think of ways of adjusting to it; the Common Market 
will not put forward its ideas about controlling money flows 
till mid-February (and nothing exciting is expected from that 
quarter) so it is likely to be April before Europe really begins— 
if it begins then—to tackle the financial uncertainty that 
affects it 

Europe's finance mlnisteta have quietly dropped the 
Italian Carli scheme of redrculating "hot” speculative money 
back to the currency It came from. Surplus countries, such as 
West Germany, found it objectionable because they feared they 
were taking on an open-ended commitment to cover any and 
evbry other countries' deficit A more valid objection to the 
recirculation scheme lay in the fact that no one has defined 
what large movement of funds can be regarded as justified by 
commerdal prudence and whet Is really a gambling speculative 
movement to profit by a crisis of confidence. But by this time, 
after nearly two yaare of recurrent crises, the Bank for Inter¬ 
national Settlementa has had sufficient experience of the many 
types of “hot money” transfer to be able to recognize and 
correct immediately under the CSarU recirculation plan money 
movements made solely for a quick profit. 

In methods to defeat or cbeds apeculatlon Europe is now 
back to square one, with the bankers asking for dearer instruc- 
tiims. This mesns not only delay but duiger, for Europe is 
wide apm to apeeulatlon. The recent rise in tto price of gold 
was fairly obviously eaussd by ipaeiilators seeking to make a 


quick profit before Mr Nixon declared his Administration’s 
stand on the two-tier price of that metal. 

The sickness of Europe at the moment is the lack ot poU- 
tical courage to take risks in supporting a system that controls 
firmly the movement ot money or an overwhelming sale of 
money against precious metal. No country can be expected to 
Ukc on obligatlotu automatically to cover the financial nila- 
lortunea of otbers. But surplus countries cannot withhold their 
contribution to financlai stability if the health of the intel^• 
national monetary system is to be restored. An over-valued 
currency is as dangerous to stability as one in delirit—both are 
out of balance. But it is more difficult to persuade the over¬ 
valued, such as the Deutschmark and the French franc, to 
change than it is to induce a deficit country to take fsirly 
drastic action to put itself right. 

Rtfusai to Face Facts 

The ill health of Europe in finance is not that this or that 
currency is too high In comparative value or too low but that 
governments anxiously clutch at the slightest evidence of confi¬ 
dence such as the absence qf a crisis, to avoid taking necessary 
action and that they refuse to realize how suddenly a storm 
can blow up and how ditllcuU it is to persuade all to help prop 
a currency until it is almost on the point of collapse. 

Because of this anxiety to clutch at the straw ot a lull in 
the markets and to hope for the best instead of taking timely 
action it was not surprising that the Common Market's finance 
ministers also contented themseives with proclaiming the 
necessity for closer co-operation of national economic policies 
and objectives but announced no actions to bring this co¬ 
operation into effect. 

Europe's financial controllers have begun the year by mark¬ 
ing time and, in so far as they have reacted at all, bv reacting 
negatively to any parity changes or money market controls. 
Their general sense of ease and euphoria may have continued 
the year-end’s restful sentiments Into the ne-v working year but 
a good (leal more will be needed of them in 1969 U it is to be 
a more reassuring year than its forerunner. 

Europe's monetary system is in need ol major reforms and 
of measures that will restore confidence, long since absent, that 
exchange parities can be maintained without excessive deflation 
or recourse to a series of protectionist measures. 
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Polish Seamanship 

W. fPVLA 


POLAND'S ANCIENT territories alone the Odra river and on 
the Baltic Sea returned to Poland alter World War II. The war 
bad broufiht about immense destruction ot such ports as Gdynia, 
Gdansk and Szcrecln. The German troops had mined and 
blocked with sunken ships the entrances to the ports, while port 
facilities and installations were either destroyed or taken away 
by the occupant. All shipyards were destroyed almost com¬ 
pletely. The fishing industry was non-existent. Poland had 
to establish its maritime economy afresh. 

LOADING AND DISCUABGING OF CABOO IN 
POLISH POSTS 

million tons 



1950 

1966 

1067 

Gdansk 

S.2 

6.6 

7.5 

Gdynia 

4.9 

8.7 

8.8 

Szczecin 

5.5 

11.6 

llA 


The port of Szczecin is the biggest port within the Baltic 
sea basin In regard to handling of cargo. Every third ton of 
goods imported and exported by Poland is handled by the sea 
ports. Every year Poland also handles about five million tons 
of goods in transit In 1950 there were 163 cranes In the ports; 
their number rose to 356 in 1067. Bulk cargoes—coal. Iron ore, 
grain—constitute the largest share of goods handled by the 
Polish ports. The handling of general cargo goods continues to 
Increase every year. In lOSO, the ports handled 1.58 million 
tons of general cargo goods; in 1967, its volume had increased 
to 6.70 million tons. 

The Polish merchant fleet in 1967 consisted of 321 vessels 
with total carrying capacity of 1.53 mltUon deadweight tons 
(991,000 gross weight tons). Vessels of two Polish shipping 
companies—The Polish Ocean Lines and the Polish Steamship 
Company—have regular runs on 21 shipping lines linking 
Poland with the important ports of Europe, Africa, Asia, North 
and Latin America and Australia. 

In 1945 Poland started from scratch. Now the Poliah mer¬ 
chant fleet ranks 20th In the world. Over 65 per cent Of its 
vessels have been in operation for less than 10 years. Several 
new ships are added each year. The overall cargo carried by 
ships of the Polish merchant fleet In 1967 came to 13.6 million 
tons 


DEVELOPMENT OF FOUSH MERCHANT FLEET 


Year 

No. of ships 

Deadweight 
thousand tons 

1950 

52 

231.3 

1060 

138 

826.8 

1066 

205 

1,437,4 

1967 

221 

1,534.0 

The Polish shipbuilding Industry now 

ranks 10th in the 

world. As regards the production of fishing ve.csels its rank ts 

second; Japan bolds the first p<wition. 



Shipbuilding in Poland was initiated only in 1948 when the 
first ocean-going vessel was launched by the -Gdansk sMp- 
yards. The shipyards In Gdynia launched their first vessel in 
1951 and the Szczecin shipyards in 1953. In 1966 Polish ship¬ 
yards constructed 51 veastds with an overall capacity of 391,000 
OWT. In 1987 PoUah ah^syards constructed 59 various types 
of vessels—general cargo, bulk cargo shtps, timber carers, 
imetery trawlers, Industrial fish factory ahlpa and others—with 
the overall carrying capacity of 451,000 DWT. More than 70 


per cent of the overall production of Polish shipyards is ex¬ 
ported. Importers of Uie Polish ships Indude the USSR, Nor¬ 
way, Brazil, France, Switzerland, Cuba, Czechoslovakia, the 
UK, Indonesia, the Chinese People's Republic and the United 
Arab Republic. 

The biggest shipyard in Poland and one of the biggest in 
the world U the Gdansk shipyards. From 1948 till the middle 
of 1967, it had built 442 ships with carrying capacity of about 
2 mlUioD DWT. No less than 336 ships with the total capacity 
at 1.7 million tons were exported. 

The shipbuilding industry in Poland now employs over 
40,000 persons out of which about 18,000 are employed in the 
Gdansk shipyards. 

During the post-war period the seu fishing industry has 
developed in a dynamic way and has been one of the important 
branches of Poland's national economy. Thanks to the produc¬ 
tion potential of the Palish shipbuilding industry, the state- 
owned and co-operative fish companies have been provided with 
modem fishing vessels. In 1945 the sea fishing enterprises had 
at their disposal three cutters and 960 row-boats. In 1967, the 
fishing flotilla consisted of 684 floating units, including 22 
factory trawlers, 16 refrigerator trawlers, 116 regular 
trawlers and 536 cutters. The sea fishing enterprises 
have now 13 ports for fishing, namely, Gdynia, Szczecin, 
Swinoujscie, WJadyslawowo, Lebo, Ustka, Kolobrzeg. Dziwnow. 
Gorki Wschednie, Gorki Zachodpie, Jastarnla and Hel. The 
catch in 1950 amounted to 65,000 tons of fish and in 1967. 330,000 
tons. 

Apart from the fisheries in the Baltic sea, the Polish sea 
fishing enterprises have extended their operations to the North 
Sea, seas off Iceland, New Foundland and Labrador as well as 
the Atlantic off West African shores. 
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AMNADURAI WAS (he chUd of a movement of political and 
aodal protest. His distinction was that he refused to be Us 
creature and elected to be a creator in his own right. H.’ 
was an educated person in terms of all that this dsscription 
u'ould imply for background, training, temperament an.i 
character. 'The Hindustan Times’ has Justly praised him tor the 
infinite patience and tact (and, let me add, political skill) 
with which he weaned his followers in the DMK (who had 
been nurtured in the bigotry of the 0K) from the sterile 
politics of an antl-Brahmln crusade which had become 
historically irrelevant and a secessionist separatism which 
had always been meaningless as much in terms of the g.nuine 
needs of the people of Tamil Nadu as of the inexorable logic 
of the unity of the Indian nation. 

Annadurai was 60 at death. But tor the wantonness of an 
untamed disease, he would have had many more years of 
active political career or public life. AU the same, it cannot 
Ih> said that he died largely unfulfilled either as a person 
nr as a politician. It hud been given to him certa'nly to 
receive the adoration and the affection of people Individually 
and in the mass, and it is probably true that his essential 
work was accomplished some time before he became fatally ill. 

In any case, there was not much of a promise in his 
pertonnnnce as Chief Minister. Annadurai's prowess was in 
the magic of words—both spoken and written—of which he 
was a master. His forte was not the running of goven.m.nts. 
His capacity tor decision-making was uncertain, while his 
understanding of the machinery of government was half-hearted 
and inadequate. Annadurai was an ideaUst to whom an occa¬ 
sion to learn the art of government came too late. The 
verdict of ‘The Times’ (London) is a just one: “The DMK’s 
record of office under Annadurai was flamboyant rather than 
constructive and Annadurai leaves the essential problem.'! of 
governance and development for a successor to deal w.tb.” 

At the time of writing, Mr Nedunchezhlan seems most 
likely to be that successor. The Governor has, in fact, called 
on him, as the senior-most minister, to act as (3ief Minister 
pending the election of a leader by the ruling party. In all 
probability, Mr Nedunchezhlan will be voted to the 
leadership, possibly without a contest All the same, 
the future course of BMK politics need nut neces¬ 
sarily be smooth or uneventful. There arc, among Mr 
Nedunchezhian’s colleagues, men who are not without their 
share of ambition and Mr Nedunchezhlan himself is su ely 
not the most forceful personality in the present DMK leader¬ 
ship. His chief virtue is his eligibility as a comp.omise 
candidate, but this may well be a wearing asset, Mrs Gandhi’s 
example notwithstanding. In any case, there certainly is a 
robust pretender in the person of Mr Karunanldhi, the resiless 
and ruthless machine-man of the party. Given his report d 
alliance with Mr S. P. Adityan, who had (o give up the speaker¬ 
ship of the Madras Assembly because he would not give up 
active party politics or electioneeiing in by-elections and who 
has the unenviable reputation of being the most notor'ous 
political adventurer and opportunist the south has seen, 
interesting and even exciting developments may wdl be 
expected before the DMK or the state government settles 
down to itk post-Annadurai phase. 

Perhaps, it Is not exactly important who eventually 
manages to bold down the chief mlniatenhlp. What must 
be of concern to those who may care tor good admiidstratlon 
in Tamil Nadu is the generally poor quality of the DMK men 


in the state legislature. If Annadurai’s colleagues were 
conducting themselves as bereaved orphans at his death¬ 
bed. it was, perhaps, not without good reason. To many of 
them ministership, received as a gift from their leader, has 
yet to become a legitimate personal qualificatlcn. 

• « 

A team of officials from the External Affairs Ministry, 
led by Mr T. N. Kaul, Secretary in the Mnlslry, has gone- 
to Japan for talks and will return after breaking journey ot 
Hongkong, Bangkok and Cambodia's capital. Phnom Penh. 
Although the discussions in Tokyo arc, in a sense, a rou.ine- 
engagement in terms of the agreement between the govenunents 
of Japan and India to hold consultative meetings periodically, 
Mr Kaul himself seems to have gone with expectations which, 
are not exactly modest. 

Thanks to the mandarin overlordship of Jawaharlal 
Nehru and the ubiquitous intermediation of Mr Krishna 
Menon, for the greater part of the period our country 
has been Independent, the E.A. Ministry's secretariat 
has been reduced to a status lower than that of back-tom¬ 
boys, namely, the position of water boys. In the short period 
Lai Bahadur Shastri was Prime Minister, the officials might 
be said to ha/e come into their own in a way, but the officials 
or rather the official thus favoured was not of the Ministry 
of External Affairs. With Mrs Indira Oandld in the 
saddle things began to change, piinclpally because her natural 
limitations conspired to throw her more and more on the 
wisdom and experience of the officials. 

It needed however the coming into South Block ot a 
resourceful and energetic and legitimately ambitious senior 
civil seivant and diplomat such as Mr T. N. Kaul for the 
possibilities of the changing situation to be explored and 
exploited. There has been talk lately of initiatives in our 
fore’ -n policy such as an inciease in its rei-p-nsivrness to- 
openings for .settlement with Pakistan or an accession of flexi¬ 
bility to its thinking on (%lna. It may not be fanciful to 
suggest that Mr Kaul has had a large hand in Ihe setting of 
these trends. Colleagues who are more familiar with these 
matters than I am tell me that Mr Kaul has a record to set 
right, if not a past to live down, in the sense that he is one 
of those who are supposed to have attempted at one time to 
oversell Peking to New Delhi. Whether what they say la 
true or not, the fact remains that, tor the first time in all 
these years, an attempt is being made at tup levels of the 
official hierarchy in the Ministry of External Affairs to think 
out anew our foreign policy, its problems and needs, without 
the bureaucrats waiting mindlessly for political directivn from 
above. 

What Mr Haul’s ideas on the subject are I do not protoes 
to know, but I do believe that the time has come for on effort 
to be initiated for a comprehensive concept of on Asian policy 
for our country. To the extent that our rMations with China 
must necessarily enter Into the substance of that policy, 
we should be ready surely to take another look at our China 
policy if there is one. or to evolve a China policy It, as ,n 
probably the case, our government has none at present. It 
would be relevant to any such exercise tor our govetnm'nt 
to try to sound the views and reactions of other Asian countr es. 
I suppose that Mr Kaul's talks in Japan-or tor that matter 
In Thailand or Cambodia—would not have left Peking un¬ 
mentioned. 

VJL 
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Trade 

JtELAXATiON ON CAPITAL ISSUES 

AS A result of a review recently made and on the recommenda¬ 
tions of the Advisory Committee on Capital Issue Control, the 
government notified on February 1, a comprehensive Capital 
Issues Exemption Order, which stated that the government has 
retained control only over bonus issues of all companiea without 
any lower exemption limit, as hithertofore, and issues of capital 
at a premium by public limited companiea. Subject to the 
above, practically all other categories of issue of capital by 
companies have been exempted from the control. Private limit¬ 
ed companies, banking and insurance companies and govern¬ 
ment companies, except where on offer of shares for subscrip¬ 
tion by tiw public is involved, are completely exempted from 
the control. Public limited companies are exempted from the 
control so long as they issue capital not exceeding Rs 25 lakhs 
during a period of 12 months. Public limited companies issu¬ 
ing capital exceeding Rs 25 lakhs during a period of 12 months 
would be only required to file a statement of their capital issue 
proposals with the Controller at least 30 days before the date 
of the proposed offer of capital. If the proposals conform to 
certain well established financial criteria accepted by commer¬ 
cial circles, the companies (X)ncerned are free to issue their 
capital without having to obtain consent from the Controller. 

A lew of the important criteria are the observance of the 
debt-equity ratio of 2:1; the equity preference ratio of 3:1; issue of 
capital at par; issue of preference shares and debentures carry¬ 
ing rates of dividend and interest respectively not exceeding 
certain notified limits. These limits Itove also been notified 
simultaneously. The limits at present are 0.5 per cent divi- 
dm>d for issues of preference shares and 7.75 per cent interest 
for issues of debentures. These may be varied from time to 
time by notifications. For the facility of subscribers to the 
share capital of a company, a new criterion has been added 
to the etfect that the subscription to the shares, if phased in 
calls, should be got fully paid-up within a maximum period of 
five years. This is intended to secure to the prospective .sub¬ 
scribers the easy marketability of their shares in the stock 
market. As suggested further by the Capital Issues Advisory 
Committee, for the clarification of the general public the last 
clause of the order specifies the categories of issue of capital 
requiring prior approval of the Controller. 

Nr HOLYOAKE’S VISIT 

In a Joint communique issued on January 31, at the con¬ 
clusion of the five-day visit of the New Zealand 
Prime Minister. Mr Keith Holyoake, to this country, 
the Prime Ministers of India and New Zealand 
agreed that this country would soon send to New Zealand a 
delegation led by the Chairman of the State Trading Corpora¬ 
tion for placing the trade relations between the two countries 
on a firmer basis. New Zealand’s interest In the export of 
milk powder and wool and our desire to step up exports of 
traditional and non-traditlonal items, such as steel rails, railway 
equipment, wagons and transmission line towers were noted. 

BULGARIAN PREMIER’S TOUR ENDS 

India and Bulgaria have declared their readiness to con¬ 
tinue their efforts at extension and consolidation of thetr 
relations in all fields. A joint communique, issued on January 
27, at the end of the Bulgarian Prime Minister Mr Todor 
Zhivkov's visit, stated that the two sides considered the 
agreement on trade and payments for 1060-73, Uie cultural 
agreement and the agreement on economic and scientlfic-teGhno- 
logical co-operation as a good basts for further development 
of their economic and cultural ties. Both sides noted with 
satisfaction that the friendly relations and co-operation between 


Winds 

' them had made steady progrew on the basis of the principle 
of full equality and mutual respect and benefit. 

WEST GERMAN ASSISTANCE 

West Germany has offered to provide assistance to our 
country in promoting tourist traffic. The offer was mode 
recently when Or Karl Ehm, Joint Secretary in the German 
Ministry of Economic Co^tperation, and a group of represen¬ 
tatives of German travel organisations had talks with the 
union Minister for Tourism and Civil Aviation, Dr Karan 
Singh, and officials of the Ministry. 

INDO-GERNAN RELATIONS SEMINAR 

A three-day seminar on Indo-German relations was orga¬ 
nized by the Indian School of International Studies recently in 
New Delhi. The main object of the soninar was to focus atten¬ 
tion on the btiateral relations between India and Germany 
bearing in mind the past and existing relations between the two 
countries, their peoples and civilizations, and the future pros¬ 
pects of developliv them in an Integrated form for tlw mutual 
benefit of the two countries, os well as for promoting inter- 
natlonai stabUity and world order. It was proposed at the 
seminar that the questions like the reunification of Germany, 
our relations with Pakistan and China, nuclear prospects, dis- 
arrooment, and the solution of other problems which affect 
them, should all be discussed between the two countries in a 
frank and purposeful way. The seminar was of the opinion that 
if this was done, ways and means could be found bv which 
the two countries could pursue their national objectives with 
full awareness of the security problem of each other and the 
need of maintaining international peace and stability. 

S900 MILLION FROM AID CLUB 

This country is expected to ask for a minimum non-project 
ussistunce of $900 million for 1969-70 from the Aid India 
Consortium. This will be in addition to request for adequate 
provision for debt relief and assistance for some specific 
projects to be included in the fourth Plan. A preliniinaiy 
Idea of India's external assistance requirements fur 1960-70 
and the fourth I’lan was believed to have been given to Mr 
Peter Curgil, Director of the South Asia Division of the World 
Bank recently. Mr Cargil, who came hero from Colombo 
on his way back to Washington, had consultations with 
Economic Affairs Special Secretary, Mr 1. C, Patel and Joint 
Secretary, Mr C. S. Swaminatban. During his week’s stay he also 
had consultations with various Economic Ministers, the Plan¬ 
ning Commission tnd Deputy Prime Minister, Mr Morarji 
Desai. It was Indicated that the Aid India Consortium would 
meet In Paris on May 22 to consider India’s requirements for 
tile coming financial year. 

INDO-CEYLON ECONOMIC CO-OPERATION 

The first meeting of the Indo-Ceylon Economic Co-ope¬ 
ration Committee (fCECC) was held in Colombo from January 
23 to January 26. The team from this county was led by Mr 
Dlnesh Singh, Minister of Commerce. The committee reviewed 
the past trends relating to mutual trade and recognised that 
this country would increasingly be in a position to export to 
Ceylon a wide range of manufactured products including 
machinery, equipment, engineering and capitsl goods and 
chemicals apart from traditional items. Im|x>rts from Ceylon 
could embrace traditional items as well as new agricultural 
items, industrial raw materials and products of her iodustty. 
7'he increasing role that can be played In the improvement 
of invisible earnings by a mom expanded use services 
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•ueh as, tourism, broadcasting and shipping was also ampba* 
sisad. In the fidd ol industry, it was agreed that there was 
substantial scope tor co-operation between the two countries 
to their mutual advantage. It was also agreed that a jomt 
sulH»mmittee on industry should set up working groups 
tor each of the following industries, viz., machine tools, 
lerUUsers, building and conso'uction equipment, salt and 
industries baaed on salt, ogro-based industries, rubber, sil-ca, 
graphite and coconut and also to undertake on a continung 
basis detaiied study ol industrialisation plans ol the two coun¬ 
tries with a view to keeping entrepreneurs ol India and Ceylon 
informed ol the possibilities that exist for lru.tlul co-opera.ion 
in the industrial sector. The second maetlng of the committee 
will be held in India in May 1969. 

U.S. LOAN FOR SEARLE 

The US government has extended a loan ol Rs 80 lakhs to 
Searle (India) Ltd ol Bombay to help it set up a lactory to 
produce contraceptives and some other pharmaceuticals. Mr 
John P. Lewis, Minister-Director, United States AID mission, 
signed the loan agreement recently. Mr J. F. FuUord, general 
manager, signed on behall ol the Bunbay lirm, which is an 
tlflliate ol G. D. Searle and Co. ol Chlci«o, a leading manu- 
lacturer ol the oral contraceptive, popularly known as 'the 
pill*. Searle (India) plans to produce and market 2,900,000 
monthly cycles ol pills every year—a quantity sullicient to 
meet the needs ol 200,000 women. The plant will also produce 
drugs lor relieving muscle tension, emotional tension, and some 
other illnesses. It is planned to export the major part ol the 
production ol these drugs. 

H.M.T.C. TO IMPORT METALS 

The Minerals and Metals Trading Corporation has the 
technical and the sales expertise to take over the entire import 
trade in metals in a manner advantageous to the country. 
This was stated recently by the Chairman ol the MMTC. 
Kcfcrring to the recent announcement of the Commerce 
Minister about entiusting the entire import trade in industrial 
raw materials to a government agency, he said that the MMTC 
was in a position to play its part in such a scheme. He felt that 
the problems involved in metal imports were ol a dlllerent 
nature Irom other industrial raw materials, and this might 
have to be considered in formulating the structure ol the 
proposed mammoth import organisation. On the question of 
manganese exports by the MMTC, he said that these were 
expected to touch 1.2 million tons in 1969 against 1.17 million 
tons last year. Contracts lor the sale of 600,000 tons had 
already been finalised, and he hoped to sell another 660,000 
tons to Japan when he visits that country shortly. Unfortu¬ 
nately, he added, price-cutting by other manganese-producing 
nations had depressed the world market, which was suffering 
from over-production. 

EXPORT PRICES FOR TOBACCO 

The union government has decided that the minimum 
export prices ol dilfermit grades of tobacco lor 1060 ahould 
be the same as those lor 1068. However, as a measure of 
special assistance for the expeditious export ol the accumu¬ 
lated stocks ol tobacco from the crops of 1068 and prev’ous 
years, the minimum export prices ol these stocks have b;-en 
reduced by 20 per cent and 25 per cent respectively. 

EUaRIC LAMP» INDUSTRY 

The entire electric lamp industry has been removed from 
the banned list from April this year. This Is being done to 
help enlarge capacity in all types ol lamps, including telephone 
switdi-boari lamps. For some time past shortage ol electric 
bulbs and telephone awitch-board lamps has been felt In the 
market. Miniature bulba, other than those used in miner's 


caps lamps, medical equipment, aircrafts and auto-head lamps 
(prefocua t.vpes) and raUway signalling will, however, conUnue 
to be reserved lor development in the small-scale sector. 

PHOSraORIC ACID PLANT FOR SINDRI 

The Chairman, Fertiliser Corporation of India, signed with 
Mr Sepulchre ol M/s Sepuictwe Freres ol Belgium, a contract 
for supply ol foreign equipmait lor a plant ot 3a0-lonne per 
day Ol ir'ZOS in acid concentrated at 64 per cent P2U9, phos¬ 
phoric acid to be set up In Sindri for the tiindri rationatisotion 
project. Mr Andre A. Dupont, Trade Commissioner ot the 
Embassy or Belgium, was also present at the time of signing 
the contract. The cost ot tte (equipment) contract wiU be 
about Ks 151 lakhs. The plant will be designed and engineered 
by FACT'S Engineering 6i Design Organisation, Cochin, ond will 
be based on the Central Proyau process. The plant is expected 
to be commissioned in 1071. 'The completion of the Sindri 
rationalisation project wiU enable the FertUlaer Corporation’s 
Sindri unit to produce nearly 250,000 tonnes of triple super¬ 
phosphate in addition to sutHcieut gypsum ol high quaUty to 
solve the plant’s current raw material difficulties. 

H.M.T. HIRE-PURCHASE SCHEME 

The Hindustan Machine Tools has announced a hire-pur¬ 
chase scheme under which the buyer can obtain machines 
on payment of an advance ol 20 per cent plus sales tax. The 
maximum number ol instalments will be 25 and interest will be 
charged at the rate of 10 per cent. Under the hire-purchase 
scheme, the hirer will be entitled to development reoate and 
depreciation. HMT has also announced a rental plan under 
which the hirer can obtain the HMT machines on a small 
initial payment plus a monthly rental based on the value ol 
the machine. For example, on the model UB 17-700, costing 
Rs 23,500, the initial deposit will be Rs 1,762.50 and the mon.hly 
rental Rs 587.50. The advantage in the rental scheme is tliat 
the hirer can claim 50 per cent ol the rent paid as deductible 
business expenditure for taxation purposes. Again, 11 the hirer 
ultimately decided to purchase the machines, he will be entitled 
to a price reduction. 

AIR-INDIA AND I.A. AGREEMENT 

Arrangements for carrying the surplus passengers ol Indian 
Airlines by Air-India cm its domestic sectors have be n lina Iscd. 
The sectors ol the International flights ol Atr-India which will 
be utilised for the carriage of the passengers are Delhi-Bombay, 
Bombay-Calcuita and Bombay-Madras. The seats will M 
available only in the economy classes. Indian Airlines wU 
be responsible tor sale of such accommodation on the basis 
that the accommodation on Indian Airlines will be sold first 
and thereafter accommodation available on Aii-India will be 
sold. Till the scats available on Air-Ind.a are sold, no one 
would be put on the waiting list, unlcaa any part’cidar passen¬ 
ger prefers to be waitlisted lor a particular Ind an AiiLncs 
flight. The revenue accruing out <>f this arrangements will 
be shared on 55 per cent (Indian Airlines) and 49 per cent 
(Aii'-India) basis, with route rignts remaining wi.h lnd.BD 
Airlines. 

ADVERTISERS* ASSOaATION 

Mr Ayuz B. Peerbhoy, Managing Director, MarkeUng 
Advertising Associates Private Ltd, Bombay, and Mr J. Kurian, 
General Manager, Advertising and Sales Prrmo:ion Company, 
Calcutta, have been elected President and Vice-Pr aident res¬ 
pectively ol the Advertising Agencies Association at India tor 
i960. The loilowing have been elected as the executive 
committee members; Mr T. S. Raman. Mr J. Malntha, Mr 
E. G. A. Bathon, Mr B. K. Sinha, Mr Kaiiash C. Jan. Mr 
B. R Gupta, Mr P. C. Boy, Mr J. Chakravaity, Mr V. K. Lai 
and Mr Premnarayen Indernarayen. 
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Company Affairs 


BANK OF BARODA 

THE DIRECTORS of the Bank of Baroda Ltd have proposed a 
hisber final equity dividend at Rs 5 per share of 50 each 
for 1968 against Rs 4.S0 per share paid lor 1067. With the 
interim dividend of Rs 4 per share, the some as in the previous 
year, the total dividend for 1968 is Rs 9 per share (18 per cent) 
against Rs 8.50 per share (17 per cent) for 1967. The interim 
dividend for 1068 was paid on higher capital and had absorbed 
Re 20 lakhs. The final dividend will absorb Rs 25 laklis. Tlie 
bank's net profit, after providing for taxation and making other 
provisions', has been slightly higher at Rs 92.81 lakhs agal/ist 
Rs 92.17 lakhs in the previous year. Alter bringing in Rs 1.42 
lakhs from the previous year, the total amount availalde I'or 
disposal is Rs 94.23 lakhs. The directors have transferred u 
sum of Rs 18.50 lakhs to the reserve fund and Rs 35 lakhs to 
special reserve, from which the final dividend will be paid. 
The amount carried forward is Rs 30.73 lakhs subject to pay¬ 
ment of bonus to staff. The bank's deposits increased during 
the year by 13 per cent Irom Rs 275 crores to Us 313 (Tores, 
while advances went up by 11 per cent from Rs 176 crores lo 
Rs 106 crores. 

' AHHEDABAD HANUFAQURING AND CALICO 

The directors of the Ahmedabad Manufacturing and Calico 
Printing Co. Ltd have declared an interim dividend of Rs 7.50 
per share for the current year ending March 31, 196!). The 
proposed Interim dividend is payable on u higher cauity capital 
of Rs 4.38 crores as raised by the bonus issue in the ratio of one 
new share for every three shares held made durhig the year. 
For 1067-68 the company had paid an interim dividend of Rs 10 
per share on old capital. Thus the total amount of the dividend 
will be the same as in the previous year. The company had 
paid a final equity dividend of Rs 11.25 per share for 1967-68 
on the increased capital of its 4.38 crores. 

CROHPTON GREAVES 

Crompton Greaves Ltd, a manufacturer of electrical goods in 
the country, has bagged an export order worth about Rs 30 
lakhs for transformers from the (iovernment of Kuwait. The 
company has secured the export contract in competition with 
well-known companies from Japan, Italy and several east Euro¬ 
pean countries. This is the largest single export contract for 
transformers which the country has won so far In the face of 
fierce International competitiim. The Ministry of ElectrlcUy and 
Water in Kuwait which negotiated this contract with the com¬ 
pany has .stipulated tight deliveries In order to achieve the ex¬ 
panding electrification undertaken there. The comoanv re¬ 
cently air-freighted three transformers to Singapore. 

ROBERT, HcLEAN 

The subscription list of Robert, Mcla;aa and Company 
Ltd, tor the public issue of 6,000 ten per cent, cumulative 
redeemable preference shares of Rs lOo each opened on 
February 6 lo close on February 13 or earlier at the discretion 
of the directors but nut earlier thiui Feliruary 8. The new 
shares are to be issued at par. The holders of 7,700 equity 
shares of Rs 100 each have also agreed in offer to the public 
7,700 shares for sale at par and have constituted the company 
as their .ittoniey for the sale. This will make a total issue 
of Rs 13.70 lakhs divided into 6.000 preference shares of 
Rs too each and 7.700 equity shares of Rs I Do each. The 
company, incorporated in 1918, started business in firefighting 
and me^nnical handling equipment, entered the manufacturing 
field in 1959 by setting up a factory for manufacturing 
equipment. With a view to diversifying its activities, the 
company proposes to set up a factory at Budge Budge to 


manufacture firefighting equipment in collaboration with 
Dennis Bros of the UK. The present issue of preferenco 
shares will provide a part of the finance for the capital coat 
and working capital. The offer of existing equity shares fs 
for the purpose of enlistment on the Calcutta Stock Exchange. 

HADRAS RUBBER 

The directors ul Madras Rubber Factory Ltd have declared 
a Jiigber diviuend of 12 jier cent (10 per cent) for the year 
ended September 30, I06i<. The working of the company has 
ivs'dted m a higlwr prolit ut Ks 6U.62 lakhs after providmg 
an mci'eased stun of Rs 30.18 lakhs for depreciation. The 
pruvisiun for taxation is Rs 44 lakhs and u sum of Rs 15 lakhs 
bus been allocated in the general reserve. The dividoid at 
12 ptT cent requires Us 22.47 laklks, leaving Rs 2.70 lakhs to 
be earned forward against Its 3.35 lakhs brought in. TIk 
sales of the cenipany have shown a substantial increase at 
Ks 16.84 crores, against Rs 14 crores iii the previous year. 
The company has received a ielter ul intent lo expand its 
present capacity lo manufacture automobile tyres by 2.5 lakhs, 
thus making for a total capacity of 610,000 tyres and tubes 
per annum. Steps arc being taken for the quick implcinen- 
tiitioD of expansion. The company has placed the order for 
the imported machinery as weU us indigenous items required 
tor the manufacture of bicycle tyres and it hopes to commence 
trial production of this item by the middle of 1669. Commercial 
production is scheduled to commence during the year 1969-70. 
As part of its programme of diversification, the company has 
started on industrial products division for marketing various 
Mansfield industrial products and auto accessories. With the 
existing sales organisational set up and a net-work of 25 branch¬ 
es spread throughout the country, this industrial products divi¬ 
sion is expected to bring in e.xtrB profits to the company. It is 
estunated tlie total cost of this expansion and diversification 
will be about Rs 5 crores. The foreign exchange require¬ 
ments will be about Rs 2 crores, and the rupee funds will 
come mainly li-om internal sources, it is stated. The USAID 
lias already sanctioned a loan of Rs 75 lakhs. Tne company 
has also received a loan of Rs 24.5 lakhs and a deferred 
payment guarantee facility up to Its 31 lakhs from the Indus¬ 
trial Finance Corporation of India. The current year saw a 
substanllal rise in the company’s exports. Its total exports 
rose from Ks 12.51 lakiis to Rs 38.72 lakhs in the current year. 

BHARAT STEEL TUBES 

Bharat Steel Tubes Ltd has registered an impressive rise 
in exports during the nine-month period ended December, 1868. 
Steel tubes and pipes of the value of Rs 2.98 crores were ex¬ 
ported during the period against Rs 1.16 crores in the corres¬ 
ponding period of the previous year, showing a rise of over 80 
per amt. Sales have gone up to Rs 7.38 crores during the 
nine-month period from Rs 5.17 crores, an increase of about 42 
per cent. The managing director of the company disclosed 
recently that the company has exported its products to coun¬ 
tries such as the USA and Australia. He expected a substantial 
Increase in exports in the coming months lo the USA. Mean¬ 
while, the company has undertaken the expansion of its capa¬ 
city. It is putting up a titlrd tube mill which will produce 
another 24.000 tonnes to meet the increasing overseas demand 
for galvanised pipes. The new tube mill is expected to be 
commissioned in June and the entire additional production wUl 
be earmarked for export. 

TATA CHEMICALS 

Tata Chemicals Ltd has shown a higher turnover of Ra 606 
lakhs (inclusive of excise duty), during the halt year endad 
Decem^r 31, 1808, against Rs 476 lakhs in the corresponding 
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period in the previous year. Amonc the company's major pro¬ 
ducts, the output ot soda ash has recorded an increase of 6.5 
per cent to 102,504 tonnes 

CHOWGULE & CO. 

The first 1000-tonne vessel constructed by Chowgule & Co. 
Private Ltd was launched recently at Sirigao shipbuilding yard. 
The vessel has been constructed for transportation of bulk 
cargoes. The managing director of the company stated that 
the “Kohima" will be self-propelled on which MAN Germon 
e^ne will be installed. This type of engines wili be manu¬ 
factured in the country shortly by Kirloskar and after that 
nearly 85 per cent of the barge will be built of indigenous raw 
materials and machinery. He added that Sirigao shipbuilding 
yard has been developed from a small barge repair .yard on 
which a series of 1000 -tonne vessels will be built. 

NJkGPAL PETRO-CHEM 

The Nagpal Petro-Chem Refining Co. Ltd has been granted 
an industrial licence by the union government to establish 
an Industry in Tamil Nadu for the manufacture of transformer 
oil. heavy white oils (llould paraffins, pharmaceutical grades) 
and low and medium vlscoslt. white oUs. petrolactums and 
sulphonates. The project will be located at Manall adjacent 
to the Madras Refineries, which is expected to supply the 
feedstw-k to the new venture that will form part of the 
petro-chemlcal complex to be built round the refinery. The 
company has entcreii into a collaboration arrangement with 
Witco Chemical Co. Inc. of the USA. The Indian Institute of 
Petroleum will be the project consultants. The initial paid-up 
capital of the company is expected to be Rs 2 crores. The 
company also proposes to secure a loan capital of Rs 2 crores 
to cover the project cost, estimated at Rs 4 crores. The 
company has already acquired 30 acres of land a Manali. The 
project is expected to go into production before the end of 1870. 

ELEHRIC CONSTRUCTION 

The Directors of the Electric Construction and Equipment 
Company Limited have proposed to maintain the dividend at 
one rupee per share on the 1,274,025 ordinary shares. In other 
words, the dividend is maintained on the increased capital. 
The company is making an application to the income-tax 
department to determine the quantum ot profit which w.ll 
be exempted under Section 80/J of tbe Income-Tax Act 1961. 
If the decision Is known, the proportionate relief will be 
accredited to the shareholders at the time of paying the 
dividoid. 

CAPITAL AND BONUS ISSUES 

Consent has been accorded to six companies to raise capital 
amounting to over Rs 1,96 crores. Wve of them are to issue 
bonus shares amounting to Hs 91A7 lakhs. The amount of 
bonus shares ranges between Rs 5 lakhs and Rs 37.87 lakhs. 
The consents are valid for 12 months. The following are the 
details: 

The Empire Dyetag te Manufacturing Co. Ltd. Bombay, has 
been accorded consent to capltailse Hs 9 lakhs out of Its general 
reserve and Issue full.v-pBld equity shares of Rs 15 each as 
bemux shares in the ratio of one for two equity shares held. 

Asian Distribaton Ltd, Bombay, has been given consent to 
capitalise Rs 10 lakhs out of its general reserve end issue 
fully-paid equity shares of Rs 100 each as bonus shares in the 
ratio ot two for five held. 

The Kadian Alnminlnm Cablea Ltd, Delhi, is granted consent 
to capltoUse Rs 30 lakhs out of its general reserve and issue 
fully-paid equity shares of Rs 100 each as bonus shares In the 
ratio ot three for-tour held. 

Mettur Industriea Ltd, Madras, has been granted consent 
to capltaUse Ha 37.87 lakhs out of Its free reserve and Issue 
fully-paid equity shares of Rs 100 each as bonus shares In the 
ratio of anu for two held. 


Snndanm Ffanuiee Ltd, Madras, having a subacrlbed and 
paid-up capital of Rs 80 lakhs, is accorded consent to issue 
further capital of Rs 10 lakhs in equity shares of Ra 100 each, 
ot which shares of the value of Rs S lakhs will be issued for 
cash at par on rights basis and the balance of Rs 5 lakhs as 
lionus shares by capitalising a like amount out of its general 
reserve in the ratio of one bonus share for every 18 equity 
shares held. 

The Thana Electrle Supply Co. Ltd, Bombay, has been 
granted *No Objection’ to issue capital of Rs 1 crore fai 7.75 per 
cent debentures of Rs 100 each, for cash at par. Of this, Rs 6(K 
Uikhs will be offered to public for cash and the remaining 
deposited with banks and financial institutions as coUstera) 
security for cash credit facility. The proceeds are to bo utilised 
for meeting capital expenditure for the expansitm pragramme 
for development and distribution system ot electricity supply. 

LICENCES AND LETTERS OF I NTENT 

The following licences were Issued under the Industries 
(Oei«lopment and Regulation) Act, 1851 during the week 
ended November 30, 1868. The list contains the names und 
addresse.s of the licensees, articles of manufacture, types of 
licenies—New Undertaking (N.U.): New Article (N.A.): Suli- 
stantial Expansion (S.E.): Cany on Business (C.O.B.): Shifting 
—and annual installed capacity. 

UCENCES ISSUED 

Industrial Machluery 

M/s Mukand Iron & Steel Works Ltd, Kurla, Bombay-7. 
AS.. (Kalwa, Bombay. Maharashtra)—E.O.T. Cranes for Steel 
works, GoUath Cranes, Wall Cranes, Bridge Cranes, Level 
Luffing Cranes and Derrick Cranes—1,800 tonnes. N.A.); M/s. 
Braithwaite & Co. (India) Ltd, Hide Road, C8lcutta-43. (Angus, 
Dlstt. Hooghly, West Bengal)—Tower Cranes~25 nos. (NA.); 
M/s G. G. Dandekar Machine Works Ltd, Dandekarwadl 
Bhiwindi, Dlstt. Thana. (Dandekarwadl, Bhiwindi Dlstt. Thana, 
Maharashtra}—Schule Rice Mills—^240 nos; Rubber BoU 
Shelter—500 nos; Pre-cleaners—300 nos; Scalpers—12 nos; 
Driers—100 nos, (N.A.). 

Food Processing Indusiries 

M/s Unichem Laboratories Ltd. 10, Anand Industrial Estate, 
Near Mohan Nagar. P.O. Box No. 22. Ghazlabad. (Ghasiabad, 
Uttar Pradesh)—High Protein Vitamlnlsed Toffeea—800 ton¬ 
nes; Biscuits — 1,500 tonnes; Weaning Food.<i — 3.000 tonnes. 
<N.A). 

LETTERS OF INTENT 

TelcconununicaUoai 

M/s Bharat Mectronics Ltd, P.O. JalahalU, Bangalore. 
(Mysore)—Silicon Transistor and Diodes—From 4 mllilon to 
10 million nos. (S.E.). 

Chemicals 

M/s Chemicals & Fibres of India Ltd, 34, (^owrlnghee, 
Calcutta-16. (Maharashtra)—Polyester Fibre—From 4,500 ton¬ 
nes to 6,100 tonnes. (S.E.). 

LICENCES REVOKED OB SURRENDERED 
(Information pertains to particular licences only) 

M/s Textile Machinery Corporation Ltd, Calcutta—Lami¬ 
nated Bearing Springs, HelUcal Springs and Door check Springs 
for Railway Wagons; M/s Henley Cables Ltd, Bombay-1.—Ena¬ 
mel Covered Copper Wire and Paper covered Wire & Strips; 
M/s Kalinga Industries Ltd, Tallsipur, P.O. Chowdwar, Dtstt. 
Cuttack—Wooden Fishing, Vessels and Steel Barges; Hin¬ 
dustan Steel Products, New Delhi—Dial Feed and Automatic 
Feed Power Presses; M/s May & Baker Ltd. Bombay— 
‘Rovamycin’ Brand Spiramycin Granules for Oral Syrup; M/s 
Amltabh Textile Mills Ltd, Dehradun—Cotton Waste Yarn; 
M/s V. R. Textiles Private limited, Peelamadu P.O., Coimbatore 
—Cotton Yam, 
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India’s Foreign 

INDIA’S EXPORTS during the eight months of the 
current financial year, April-November, 1968, were an 
all-time high. Exports including re-exports in this 
period at Rs 908.3 crores were higher by Rs 111.7 crores 
or a little over 14 per cent compared to the correspond¬ 
ing period in the last year. These were also higher 
by 6.8 per cent over the earlier record of Rs 850.4 
crores (in terms of the present rupee) reached in April- 
November, 1964. 

An analysis of the quarterly trends durlna the current 
year shows that the rate increase in exports rose durlna the 
two quarters, April-June end July-September, 1068, after lagg¬ 
ing behind in the first quarter compared to January-March, 
1067: 

QOARTESLT TRENDS IN EXTORTS 


(Rs crores) 


Period 

1968 

1907 

Percentage 
increase/ 
decrease in 1968 

January-March 

296.2 

307.3 

— 3.7 

April-June 

307.0 

269.3 

+ 12.5 

July-September 

364.4 

303.0 

+ 16.8 

October-November 

236.0 

224.3 

+ 5.2 


The extent of increase during the two months of October- 
November, 1068 aver October-November, 1067 was, however, 
smaller than the corresponding rise in the previous two 
quarters. 

The following table compares the value of India’s exports in 
each of the 11 months of the current calendar year with the 
corresponding months of the preceding year as also with the 
earlier record figures. 

MONTH-WISE EXTORTS 

(R$ crores post devaluation) 


Month 

1668 

1967 

Earlier record 

January 

10532 

103.67 

103.67 (Jan. 1987) 

February 

8139 

88JI3 

67.6 (Feb. 1965) 

March 

08.87 

114.67 

122.6 (Mar. 1066) 

April 

103.80 

91.84 

106.7 (Apr. 1964) 

May 

107.49 

80.93 

97.2 (May 1985) 

June 

06.79 

96.53 

109.00 (June 1964) 

July 

113.17 

102.06 

102.06 (July 1967) 

August 

133.39 

89.31 

106.95 (Aug. 1966) 

September 

117.85 

111.86 

114.7 (Sept. 1064) 

October 

123.95 

120.77 

120.77 (Oct. 1967} 

November 

112.04 

103.52 

118.39 (Nov. 1964) 


Exports in all the months of the current year except March 
were higher than in the corresponding months last year. In 
six months these were not only higher than the corresponding 
months of the last year but were also the highest ever recorded. 
It is significant that the uptrend in montlily exports has gene¬ 
rally continued since July, 1968, However, exports In the 
month of November. 1968. though higher than in November. 
1S67, were not the highest ever recorded in that month. 

Commodity-wise statistics of exports are available until 
tlctober, 1968. During April-October, 1968 compared to Aprtl- 
October. 1967, India's overall exports at Rs 796.3 crores were 
higher by Rs 10.1.2 crores or by 15 per cent. While the exports of 


Trade: A Review 

primary products inclusive of mineral ores taken together 
increased by 11.8 per cent, those of manufactured and semi¬ 
manufactured goods rose by 17.4 per cent. It is Indeed signi¬ 
ficant to find that as much as 66 per cent of the rise of Its 103 
crores In ovwall export during the period is accounted for by 
the increased exports of non-traditlonal manufactured and 
semi-manufactured goods such as engineering goods, iron and 
steel, leather and leather manufactures, gems and jewellery, 
chemicals, etc. 

Uptrend in Primary Products 

The Important primary-product exports showing os up¬ 
trend during April-October, 1968, compared to April-October, 
1967, were cashew kernels (-fRa 13.3 crores). Iron ore (+Rs 11.4 
crores), castor oil (-|-Rs 8 crores), oilcakes (+Rs SJl crores), tea 
(-i-Rs 3.53 crores), pulses (-fRa 1.58 crores), manganese ore 
(-i-Rs 1.32 crores), groundnuts and raw Jute (+Rs 1.21/22 
crores each), fish (-|-Rs 87 lakhs), coffee (-fits 62 lakhs) and 
turmeric (+Rs 60 lakhs). Moderate increases were also regis¬ 
tered by items like chillies, cardamoms and essential oUs. On 
the other hand, a number of items had shown a decline In ex¬ 
port earnings. These were sugar (—Rs 6Ji crores), iron and 
steel scrap (—Rs 2.73 crores), hides and skins raw (—Rs 2.56 
crores), raw cotton (—Rs 1.88 crores), pepper (—Rs 1.14 
crores), tobacco (—Rs 61 lakhs), onions (—Rs 49 lakhs), raw 
wool (—Rs 48 lakhs), animal casings (—Rs 60 lakhs), mica 
(—Rs 72 lakhs) and lac (—^Rs 19 lakhs). A common reason of 
the shortfall in earnings from these exports was a fall in the 
unit price realisation. For example, the quantum of exports of 
all the spices taken together during April-October, 1968 at 
31,000 tonnes was higher by 4,400 tonnes compared to April- 
October, 1967 and yet export earnings were higher onlv by 
Rs 24 lakhs. This was due to a steep fall in the unit price 
realised from the exports of spices, particularly, pepper, carda¬ 
moms and chillies. In fact, the unit value realised from the 
exports of a number of primary product.s during the period 
compared to April-October, 1967 was lower; tea, manganese ore, 
tobacco, oilcakes, fish, raw wool, castor oil, sugar, onions, hides 
and skins raw, iron and steel scrap and lac. However, the unit 
price fetched from the exports of iron ore, cashew kernels, mica, 
coffee and raw cotton was higher than earned in April-October, 
1967. 

On the other hand, cmly a few of the manufactured and 
semi-manufactured items of exports showed a decline In earn¬ 
ings. The highest decline was in the export of jute manufac¬ 
tures; these exports at 4.13 lakh tonnes or Rs 126 crores during 
April-Octobcr, 1068 were lower by 0.46 lakh tonnes or Rs 17.18 
crores compared to April-October, 1967. While the decline in 
the value of such export was 11.9 per cent, that in quantum 
was 10 per cent, due primarily to a fall in the unit price realised 
from the exports of hessians and sacking. As a result of higher 
export earnings from the exports of carpet-backing cloth during 
the months of September-October, 1068 and the trend of re¬ 
covery of unit prices of this item, the extent of decline in ex¬ 
port earnings from jute goods Is relatively smaller during the 
current period compared to earlier periods: 


TERCENTAGE FAIL Df THE EXTORT OF JUTE GOODS 
COMTARED TO THE COSRB8TONDING TERiOD OF 1967 


April-July, 1968 

223 

April-August, 1966 

18A 

Aprtl-September, 1868 

13.7 

April-October, 1968 

12 


Exports of Jute goods are, liuwever, rallying, althoukh the' 
earnings continued to be lower than those at the comparative 
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YES! 

You can obtain 
Product hnprovoniont 
with Cost Reduction 
in ymu* industry 
with 



MLtIflIiSIDBaDM 


iXTRUSHMS 

Lightness, corrosion resistance, good 
surface finish, along with strength and 
combination of properties—you can obtain 
ail at low cost with HINOALCO Aluminium 
Extrusions. There are endless applications 
in every industry using fabricated metal 
shapes as components of assembly. A sin¬ 
gle aluminium extruded shape substituted 
for other metal can impart greater stiffness 
and strength with simpier assembly along 
with reduction in cost. 

Extrusions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal properties needed in a wide range of 
sections—rods, bars, angles, channels, tees, 
zeds, I-beams, H-sections, hollow shapes 
or semi-hollow shapes or special shapes. 
Why not investigate the possibilities of 
Aluminium Extrusions application in your 
industry? it will pay you handsomely to 
do so! Please write to: 

HHHNISTXN AUHMWUM 
OORraUTION LTD. 

Works: Renukoot, U.P. 

Offices: BOMBAY 
JELHI-CALCUTTA-MAORAS 
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figurw of last year. The other Items that had shown a decline 
in export earnings were finished leather (—Rs 2 crores), cotton 
plecegoods handloom (—Rs 1 crore), dne films ("-RS 88 lakhs), 
and footwear (—Rs 98 lakhs). The main reason of fall In ex¬ 
port earnings of finished leather and footwear was a decline in 
the unit prices fetched from such exports. For example, the unit 
price of finished leather fell from Rs 48.87 per kg during Aprii- 
October, 1867 to Rs 18 per kg during the period under review. 
Similarly, the unit price of footwear fell from Rs 11 per pair 
to Rs 6.84 per pair. The reason for u fall in the exports of 
handloom cloth appears to be a lower offtake bv the USA. 

The Important items of exports of manufactured snd semi¬ 
manufactured goods that had shown a spurt in earnings during 
the period compared to April-October, 1867 were engineering 
goods (-i Rs 21 crores). iron and steel f+Rs 16 crores), leather 
and leather manufactures excluding footwear (+Rs 8.98 crores). 
gems and jewellery (4-Rs 6.2 crores), cotton plecegoods mill-made 
(•i-Rs 4.55 crores), chemicals and allied products (•)-Rs3.7 crores) 
and cotton yam (-l-Rs 3.15 crores). There was also a hearten¬ 
ing increase in the exports of minerals, fuels and lubricants, 
etc. (+R8 1.91 crores), misc. cotton manufactures f+Rs 1.87 cro¬ 
res). paper and paper board (+Rs 1.63 crores), art silk fabrics 
and artware metal brass & copper (-)-Rs 1.39 crores each), 
handmade carpets (4-Rs 1.24 crores), rubber manufactures 
(-1 -Rh 1.19 crores) and coir yam and manufactures (-{-Rs 84 
lakhs). Moderate increases were also registered by the exports 
of cotton waste, cotton apparel and ferro-manganese and alloys. 

The table given below compares the performance of the 21 
important items of our export trade during the period under re¬ 
view with the corresponding period of the last year as also with 
the record level of exports reached in April-October, earlier; 


EXPORT PERFORMANCE OF IMPORTANT ITEMS 

(Rs crores post-devaluation) 


Commodity April- 

October, 
1968 

April- 

October, 

1967 

Earlier record 

Jute goods 

126.0 

143.2 

170.9 (Apr. Oct. 1965) 

Tea 

103.4 

99.8 

112.9 (Apr. Oct. 1962) 

Iron ore 

46.3 

34.8 

35.1 (Apr. Oct. 1966) 

Iron St steel 

43.9 

28.8 

28.8 (Apr. Oct. 1867) 

Leather & manu- 




factures (excluding 



footwear) 

40.7 

31.8 

38.3 (Apr. Oct. 1966) 

Cashew kernels 

38.7 

25.4 

28.8 (Apr. Oct 1966) 

Engineering goods 

38.0 

17.0 

17.0 (Apr, Oct. 1987) 

Cotton piecegoods 




millntade 

38.6 

34.0 

46.7 (Apr. Oct. 1960) 

Oil cakes 

20.0 

23.9 

28.7 (Apr. Oct. 1964) 

Tobacco, un¬ 




manufactured 

26.1 

20.7 

2SJS (Apr. Oct. 1964) 

Precious 9c semi¬ 




precious stones 

29.9 

19.2 

19J! (Apr. Oct. 1967) 

Coffee 

15.0 

14.4 

17,1 (Apr. Oct. 1964) 

Spices 

12.8 

12.6 

16J (Apr. Oct. 1965) 

Fish 

lU 

10.3 

10.3 (Apr. Oct. 1967) 

Chemicals 9e allied 




products 

10.4 

6.7 

7.2 (Apr. Oct. 1985) 

Castor oil 

8.2 

0.2 

5.5 (Apr, Oct. 1960) 

Mica 

7.9 

8.7 

10.2 (Apr. Oct. 1065) 

Coir yam & 




manufactures 

7A 

8.8 

10.6 (Apr. Oct. 1063) 

Minerals, fuels, lubrl- 



cants, etc. 

7.3 

9.3 

10.2 (Apr. Oct 1964) 

Cotton yam 

7.4 

4.2 

6.2 (Apr. Oct. 1966) 

Handmade 




carpets 

8.7 

SA 

5.5 (Apr. Oct. 1967) 


The items Included in the above tkble cover 82 per cent 
of the value of total ejvorto (exdudlng ra-exporta) during 


April-October, 1968. TTfae table shows that the current period 
is the best in respect of 12 out of the 21 important itema of 
our exports, both traditimal as well as non-traditional manu¬ 
factured and semi-manufactured goods: iron ore, Iron and stool, 
leather and leather manufacturea, cashew kernels, enginaerind 
goods, oil cakes, precious and semi-precious stones, Rsh, che¬ 
mical and allied products, castor oil, cotton yam and hand¬ 
made carpets. In the remaining items. Jute goods, tea, cotton 
piecegoods (mill-made), tobacco, coffee, spices, mica, minerala 
fuels, lubricants etc. and coir yam and manufactures, the pre¬ 
sent period’s level of exports considerably lags behind the ear¬ 
lier record reached in the corresponding eight-numth period 
in the 'sixties. The extent of lag is very substantial in the 
case of jute goods, tea, cotton textiles and spices. 

Outlook of Exports 

The foregoing review of commodity exports points out that 
the future prospects of exports of non-iradttionai manufactured 
and semi-manufactured items of our exports such as iron and 
steel, engineering goods, leather and manufactures, chemicals and 
allied products, gems and jewellery, etc are particularly bright. 
Further in view of the revival of the unit value of the exports 
of carpet backing cloth, even the exports of Jute goods may not 
lag behind so severely. Among the primary-product traditional 
exports, the ouUook of exports of items such as Iron ore, cashew 
kernels, oilcakes, castor oil. etc also appears to be particularly 
promising. 

In engineering exports, for example, the industry is said 
to have secured further high value export contracts worth Rs 39 
crores in the last two months. T^se include orders tor the supply 
of transmission line towers, cables and ccmductors to Iran, Sudan 
and even the USA. The UAR has placed orders for the supply 
of tipper trucks, buses and textile machinery: Burma is alsa 
likely to place an order for the supply of textile machinery 
worth Rs U) crores. Similarly, exports of railway wagons to Id 
countries in Europe, Asia and Africa are also being examined. 
Further, in iron ore, in addition to Japan and West Germany, 
recently Rumania has offered to buy froin us 2 miUlun tonnes of 
iron ore which would be worth Rs 27 crores. In cashew ker* 
nels, India now is the most important supplier, Portuguese East 
African supplies being relatively high priced. It is also gather¬ 
ed that USSR has placed an onler for the purchase of about 
5000 tonnes of cashew kernels frrnn India during the first haU- 
year of 1868, and buyers in the USA have evinced keen inters. 
Exports of castor oil are also likely to show a further spurt in 
view of new contracts of supply of OOU tonnes to Czechoslovafcte 
and 1200 tonnes to RussiBr in addition to the USA, our princi¬ 
pal market for this product. 

However, the exports of tobacco during April-October, 
1968 compared to AprU-October, 1967 at Rs 26.1 crores,- for th» 
first time in the year, have shown a fall of Rs 61 lakhs in earn¬ 
ings only because of a fall in the unit prices (there 
was a rise in tlie quantum of exports). Notwithstanding 
the absence of Rhodesia from the world maricets, 
the recent fall in our unit prices appears to be av 
a result of competition from Thailand. Similarly, the effect of 
the Introduction by the UK of the Import Deposit Scheme on 
our exports of cotton textiles will have to be watched; R might 
adversely affect our exports which are at present showing an 
uptrend. 

The government is making an all-out effort, to otrenf- 
then production for exports. For example, recently gov¬ 
ernment has decided to make available not only steel but also 
plastics at international prices to export industries. If neces¬ 
sary, a similar policy might be followed in respect of other inter¬ 
mediate goods and raw materials required by the export in¬ 
dustries. Broadly speaking, the present export promo¬ 
tion policies which cover cash oaslstance, import repleniahmarit, 
drawback of excise and customs duties, availability of importad 
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raw material from sources of choice, tax concMiion, marketing 
development assistance, etc. are also likely to be continued in 
the coming financial year so as to enable induatrfea to plan 
exports on a long-term basis. 

Direction of Exports 

Of the overall rise In exports of Rs 103JI crores during 
April-October, 1968 over April-October, 1967, as much as 41 
per cent is accounted lor by the increased exports to the ECAFE 
region alone; 18.S per cent increase in exports is attributable 
to east Europe, 17 per cent to west Europe and 8.4 per cent 
to America. 

Taking Asia and Oceania countries together, India's ex¬ 
ports to this region during the period under review at Rs 231.9 
crores were higher by 34.2 per cent compared to April-October, 
1967. The rise was shared both by the ECAFE countries as well 
as the.west Aslan countries, thanks to the continued closure 
of the Suez Canal. To the ECAFE countries, our exports during 
the period at Rs 192 crores represent a rise of 29 per cent 
compared to April-October, 1867. Again, as much as 29 per 
cent of this rise may be attributed to higher exports to Japan 
alone; to this country our exports at Rs 84.9 crores showed a 
rise of 18.9 per cent compared to April-October, 1967 mainly 
due to higher exports of Iron and steel, iron ore, and castor 
oil. There was a heartening increase in our exports to Burma 
(-♦•Rs 5.6 crores), Nepal (-fRs 3.9 crores), Ceylon (-l-Rs 3.6 
crores) aiid Singapore (-f-Rs 2.5 crores). Moderate increases 
were also registered in our exports to Afghanistan, Farmosa, 
and the Philippines. However, there was a decline in our exports 
to Australia, Malaysia and Tliailand. 

Exports to the west Asian countries at Rs 40 crores during 
the period were higher by Rs 17 crores compared to April- 
October, 1967. There was a substantial increa.se in our exports 
to Kuwait, which stood at Rs 10.7 crores during the period as 
against Rs 6.3 crores during April-October, 1967. Similarly, to 
the People’s Republic of South Yemen, Saudi Arabia, Bahrein 
Islands, .Iordan and Lebanon, our exports increased consider¬ 
ably. 

Trade With Europe 

To west Europe, our exports at Rs 211.8 crores during the 
period were higher by Rs 17.4 crores or 9 per cent compared to 
April-October, 1967. Almost all this rise was as a result of 
increased exports to the EEC. Among the EEC countries, ex¬ 
ports to West Germony at Rs 16.7 crores were higher by about 
Rs 9 crores, to Belgium at Rs 18 crores were higher by about 
Rs 6 crores, and to the Netherlands at Rs 9.6 crores were higher 
by Rs 2.9 crores. Similarly, there was an increase in our ex¬ 
ports to France and Italy. In the Free Trade Area, there was 
an increase of only Rs 1.2 crores in our exports to the UK, 
which stood at Rs 133.4 crores during the period under review. 
Exports to Sweden and Switzerlond also showed a small in¬ 
crease. 

India's exports to the American region at Rs 1S1J9 crores 
during the period were higher by Rs 8.7 crores or over 6 per cent 
oompared to April-October, 1967. Excepting the USA where 
our exports at Rs 130.7 crores were higher by 8.3 per cent, ex¬ 
ports to Canada as well as Latin America showed a decline. 

Tlwre was an encouraging increase of 13.6 per cent in our 
exports to east European countries during the period; these 
stood at Rs 159.7 crores as against Rs 140.5 crores during 
April-October, 1967. Exports to the USSR at Rs 92.3 crores 
were higher by Rs 11.6 crores or 14.4 per cent compared to 
AprilOctober, 1967. Similarly, there was an encouraging up¬ 
ward trend in our exports to Czechoslovakia, Poland, Rumania 
and Yugoslavia. However, there was a fall in our exports to 
Bulgaria and Hungary, 

To the African region, India's exports at Rs 41 crorea 
during the period were lower by Rs 1.3 crores compared to. 


April-October, 1967. This was mainly due to a fall in our ex¬ 
ports to the UAR, Nigeria, Tunisia and Zambia. To the UAR, 
our exports at Rs 11.2 crores were smaller Ra 2.) crorea 
mainly because of a shortfall in the exports of tea end hand- 
loom cloth. To many of the remaining African countries, 
however, our exports were higher; Ethiopia, Ghana, Kenya. 
Ubya, Mauritius, Sierra l«one, Sudan, Tanzania and Uganda. 

Trends In Imports 

India's Imports during the eight months April-November, 1988 
at Rs 1226.8 crores were lower by Rs 95.3 crores or 7JI pw cent 
compared to the corresponding period in the last year. Com¬ 
modity-wise statistics of imports are available until Septem- 
ter, 1968 only. During the half-year April-September, 1868 our 
Imports at Rs 958.4 crores were lower 9A per cent compared 
to April-September, 1867. Bulk of this reduction was due to 
the reduced imports of foodgralns and metals. Part of the 
decrease in the imports of foodgralns was offset by the rise 
in the imports of fertilizen, Thanks to the record food crop 
last year and delay In the release of PL 480 imports, imports of 
foodgralns during the half-year undw review at Ra 200.3 crores 
were lower by Rs 73 crores compared to April-September, 1967. 
Similarly, the Imports of m^als (ferrous and non-ferrous 
together) at Rs 90.6 crores were also lower by as much as Rs 26 
crores or 29 per cent compared to April-September, 1967. The 
reduction in the Imports of metals was both in the case of Iron 
and steel (mainly special steels) as well as non-ferrous metals 
such as aluminium and copper. It was mainly the result of our 
efforts in the direction of import substitution and partly be¬ 
cause of increase in the prices of imported metals after de¬ 
valuation. The import of fertilisers, on the other hand, at 
Rs 80.5 crores during April-September, 1968 were higher by 
Rs 26.4 crores compared to April-September. 1967. Cbemical 
fertilisers being an essential agricultural input and the domes¬ 
tic production being insufficient to meet our requirements, the 
rise in such imports was to be expected. The table below brings 
out in a summary form trends in composition of India’s Imports 
during the half-year Aprll-Seplember, 1968:— 

TRENDS IN IMPORTS APRIL-SEPTEMBER, 1968 

Rs crores 



19CB 

1967 

Percentaf^ 

decrease/ 

increase 

Total imports 

958.4 

1017.3 

— 5.8 

Imports of foodgralns 

200.3 

273.0 

—26.6 

Fertilisers 

80.5 

54.1 

+ 48.8 

Imports other than cereaLs 




and fertilisers 

877.0 

690.2 

-- 1.8 

of which; 




Machinery and transport 




equipment 

270.2 

244.8 

+ 10.4 

Industrial raw-materials other 




than fertilisers 

233.9 

166.1 

+-40.8 

Metals 

90.6 

116.9 

—29,0 


The above table shows that our imports other than those of 
cereals and fertilisers during the period under review at Rs 878 
crores were lower only marginally (by Rs 12.6 crores) com¬ 
pared to April-September. 1967, as against a decline of about 
6 per cent in the overall Imports. The imports of industrial 
raw materials such as chemicals, raw cotton, petroleum crude 
and petroleum products, plastic materials, paper, paperboard 
and manufactures, non-metalllc mineral manufactures etc, at 
Rs 234 crores were substantially higher i.e. by 40.8 per cent- 
compared to April-September, 1967. SlmQarly, there was an 
increase of over 10 per cent in the imports of machinery and 
transport equipment (the rite waa only In thfe imports of non- 



f^bi-UBiy 7, 1969 


EASTERN ECONOMIST 


MS 


electric machlneiy) whicb includes mainly machinery parts, 
spares and components. A rise in the imports of both indus¬ 
trial raw material as well as machinery spare parts and com¬ 
ponents is indicative of a revival in the industrial activity in 
the economy. 

Apart from the fall in the imports of foodgralns, the main 
items whose imports during the period compared to April- 
S^ember, 1967 fell considerably were iron and steel (—Rs 1S.7 
crores), aluminium (—Hs 8.9 crores), sulphur (—Hs 8 crores), 
animal oils & fats (—Rs 7.4 crores), copper (—Rs 7.8 crores), 
vegetable oils (—Rs 7.1 crores), raw Jute and mesta (—Rs 4.6 
crores), raw wool (—Rs 2.6 crores), crude rubber including 
synthetic rubber (—Rs 1J crores), chemical wood-pulp (—Rs 1.2 
crores), professional and scimtiflc equipment (—Rs 2.7 crores), 
medical and pharmaceutical produrte (—Rs 1.8 crores), trans¬ 
port equlpmoit (—Rs 1 crore), metal manufactures (--Rs 56 
lakhs) and copra (—Rs 49 Ukhs). 

The main items whose imports increased during the period 
compared to April-September, 1967, were non-electric machi¬ 
nery parts, spares and components ( hRs 26.6 crores), ferti¬ 
lisers (-)-Rs 25.2 crores), petroleum crude and partly refined 
(■i-Rs 13.1 crores), chemical elements and compounds (+Rs 
10J5 crores), zinc (+Rs 6.3 crores), raw cotton (-)-Rs 5.8 
crores), cashew nuts (4-Rs 1.5 crores), non-metallic mineral 
manufactures (+Rs 1.46 crores), crude fertilisers (+Rs 1.2 


crores), plastic materUls (-(-Rs 1.1 oores), paper, paperboard 
and manufactures (-l-Rs 1.3 crores), dyeing, tanning and colour¬ 
ing material (+Rs 78 lakhs), asbestos fibre, raw (+Rs 80' 
lakhs), and nickel (-fRs 42 lakhs). 

The foregoing review of trends in imports shows Uiat 
India's imports other than those of foodgrains and fertlliaars 
during the first half-year of 1908-69 were mote or less the 
same as in the corresponding period of 1967-68. However, in 
view of the setting in of the trend of revival of industrial acti¬ 
vity in the country, our import bill in the second half-year is 
likely to be somewhat higher. 

During April-September, 1968, for which countrywise statis¬ 
tics of balance of trade are available, India’s balance ci trade’ 
with all the regions of the world except Africa and east Europe 
showed an improvement compared to the position in April- 
September, 1967. 

During the period under review compared to Aprtl-Septem- 
bcr. 1967, there was a significant improvement in Ibdia’s. 
balance of trade with Asia both with the ECAFE countries as 
well as the other Aslan countries, particularly, the west Asian 
countries. From an unfavourable balance of trade (—Rs 81 
crores) in April-September, 1967, our trade balance with Asia 
and Oceania became a favourable balanice of over Rs 50 crores 
during -the period under review. This was so mainly beckuso- 
of an Increase in India’s exports to Japan, Iran, Afghanistan, 


miHA’S EXPORTS OF PRIMART PRODUrTS 
(Main Rems only) 


Value in Rs lakhs 


Aprll-October Rise + fall — 

1968 1067 in Aprii-October, 


Item 

Unit 

Qty. 

Val. 

Qty. 

Val. 

1968 over April- 
October, 1967 
Qty. Val. 

Fruits and vegetables and pulses 

Value 

— 

46,39 

_ 

30,74 


+ 1565 

Cashew kernels 

’000 tonnes 

40.1 

38,71 

30.9 

25,37 

+ 9.2 

hl334 

Pulses 


14.4 

2,10 

2.7 

52 

-l•n.7 

+ 158 

Onions 


54.0 

2,05 

61.6 

2,54 

— 7.8 

— 49 

Vegetable oils (non-essential) 

>• 

36.5 

0,27 

6.8 

U8 

4-29.7 

+ 799 

Castor oil 


29.6 

8,22 

0.7 

24 

+28.9 

798 

Tea 

MIU. kgs 

124.2 

103,37 

108.1 

98,84 

+16.1 

+ 383 

Oil cakes 

'000 tonnes 

498.1 

28,99 

3B3.I 

23,49 

+115.0 

+ 550 

Tobacco unmanufactured 

tt 

42.5 

26,08 

41.9 

26,69 

-i- 0.6 

— 61 

Spices 

l» 

31.0 

12,84 

26,6 

12,60 

+ 4.4 

+ 24 

P«pper 

l> 

0.2 

4,77 

11.1 

5,01 

— 1.9 

— 114 

Cardamoms 

H 

0.8 

2,53 

0.5 

2,48 

+ 0.1 

+ 8 

ChllUes 

•• 

7.8 

1,82 

5.0 

1.51 

+ 2.8 

+ 31 

Turmeric 

ff 

4.3 

1,24 

3.2 

64 

-1 l.l 

+ 60 

Groundnuts 


8.9 

1,22 

— 

— 

+ B.9 

+ 122 

Manganese ore 

•9 

738.8 

7,75 

576.3 

6,43 

+ 162.5 

+ 1.32 

Fish 

fS 

13.1 

11,18 

11.5 

10,31 

+ 1.6 

+ 87 

Hides 8c skins, raw 

Value 

— 

3.06 

— 

5,62 

— 

— 258 

Raw jute 

’000 tonnes 

8.7 

1,98 

3.3 

77 

+ 5.4 

+ 121 

Raw wool 

«* 

5.1 

2,95 

5.4 

3,41 

— 0.3 

— 48 

Lac 

ft 

9.4 

2,72 

8.4 

2,91 

+ 1.0 

— 19 

Animal casings 

Value 

— 

1,08 

— 

1,68 

— 

... eo 

Mica 

MiU. kgs 

12.6 

7.93 

13.8 

8,65 

— 1.2 

— 72 

Raw cotton 

’000 tonnes 

17.4 

6,84 

26.5 

8,70 

— 9.1 

— 186 

Iron ore 

Mill, tonnes 

8.1 

46,26 

6.4 

34,83 

+ 1.7 

+ 114 

Coffee 

*000 tonnes 

23.9 

15,03 

26,3 

14,41 

— 2.4 

+ 62 

Iron 8t steel scrap 

•f 

276.1 

4,63 

.341.0 

7,36 

-64.9 

— 273 

Sugar 

99 

82.2 

3,16 

151.3 

9,,36 

—69.1 

— 620 

Essentia] oHs. perfume and flavour 

materials Value 

— 

2.57 

— 

2,33 

— 

-1- 24 

Bones crushed 

Mill kgs 

33.7 

2,01 

46.4 

3,29 

-12.7 

— 128 

Rose wood 

*000 Chibic metre 

7.6 

1,77 

6.8 

1,87 

+ 0.8 

— 10 

0(dum crude 

a 

Lakh kgs 

2.8 

2,51 

2.3 

2,05 

+ 0.5 

+ 46 
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Burma. Ceylon, South Korea, Nepal, Singapore, Iraq, Kuwait, 
Qatar, South Yemen, Bahrein Islands and l«baBon. An equally 
Important fartor was a decrease in our imports from Australia. 
Thailand, Singapore, Nepal. Malaysia and Afgbanlstan. 


INDIA’S BAI,ANCE OF TRADE: APRIIrREPTEMBER 

(Rs crorcs) 


Region 


1968 



1967 

Imports Exports Balance Im- Ex- 
of trade ports ports 

Balance 

of 

trade 

America 

386.4 

125.1 

—261.8 

464.2 

lUA 

—346A 

West Europe 

216.3 

119.4 

— S6.9 

241.1 

1S3A 

— 88.2 

EEC 

124.4 

55.1 

— 69.3 

128.6 

38.8 

— 89.8 

EFTA 

90.5 

119.8 

-4 29.3 

109.5 

110.4 

4 0.9 

Asia R Oeeaula 14841 

198,9 

4 56.1 

165.2 

144.6 

— 21.2 

ECAFE 

126.0 

164.4 

4 38.4 

151.9 

124.8 

— 27.1 

East Europe 

129JI 

13SA 

-4 6.3 

94.1 

123A 

4 28Ji 

Africa 

11.6 

33.4 

— 43.6 

51.6 

33.7 

— 17.9 


Another important feature relates to a considerable Im- 
.provenqent in our balance of trade with west Europe and more 
iwrtlcularly the European Free Trade Area eountrles. From 
an Unfavourable trade balance of Rs 88 crores during April- 
September, 1967, it became an adverse balance of trade of Rs 37 
crores during the period under review. With the EEC coun¬ 
tries, the corresponding reduction was from (—^Rs 88.8 crores 


to (—Rs 68.3 crores, mainly because of a rise in our txporii 
to Belgium, west Germany, the Netherlands, Italy and BYuce, 
and reduction in our imports from west Germany, the Nether^ 
lands, and Belgium. With the EFTA sub-region, our balanro 
of trade which was (t-lRs 83 lakhs in April-Septamber, 1967, 
improved to (+) Rs 28.3 crores during the period under r^ 
view, mainly as a result of a fall in our Imports from the UK 
and increased exports to the UK. Sweden and Switzerland. 
Similarly, there was a heartening improvement in our balanoe 
of trade with the American region which was (—) Rs 361 crores 
during the period under review as against (—) Bs 346 crores 
during April-September, 1967. In North America the Improve¬ 
ment was both as a result of Increase In our exports to the 
USA and a fall in our imports from that country as also from 
Canada. 

India’s balance of trade with the Rupee Payment Area 
countries, though favourable, in fact showed a detertoratlon 
during the period under review compared to April-September, 
1967; it stood at (f) Rs 6.3 crores as against (-f-) Rs 28.5 
crores during April-I^tember, 1967. This was mainly due to 
an Increase in our imports from the USSR, Czechoslovakia and 
Bulgaria and a fall in our exports to Hungary and Bulgaria 
and a stagnant level of exports to east Germany. Howevei, 
there was a significant increase in our exports to Poland, the 
USSR and Czechoslovakia. As already said, there was some 
deterioration in India’s balance of trade with the African coun¬ 
tries; this was mainly due to a fall In our exports to the UAR 
and Nigeria and'an increase in our imports from the UAR, 
Congo, Sudan, Uganda and Zambia. 


INDIA'S EXPORTS OF MANUFACTURED AND SEMI-MANUFACTURED GOODS 

(Main iteiM only) 


Value in Rs lakhs 


Item 


Unit 


April-Ocfober 

1068 1967 


Rise f/fall — in 
April-October 1968 


Qty. Val. Qty. Val. over April-Oct. 1967 

Qty. Val. 


Jute manufactures 
Cotton plecegoods mill-made 
Coir yarn and manufoctures 
Cotton waste 

Artwarc metal, brass and cupper 
Cotton piecegnods, handloom 
Cottrni yarn 

Leather and leather manufactures 
Excluding footwear 
Kl. tanned hides and skins 
Finished leather 
Chrome tanned 

Leather miscellaneous and manufactures 
of leather 
Engineering goods 
iron and steel 

Pearls, precious and semi-precious stones 
Minerals, fuels, lubricants and related products 
including coal and coke 
Other textile manufactures 
Chemicals and allied products excluding 
.essential oils 

Fabrics of art silk and .synthetic fibre and spun 
.glass-mill-made 
K^ubber manufoctures 
Tyres and tubes 
Cotton apparel 
Handmade carpets 
Misc. cotton manufactures 
Footwear—leather and canvas 
Ferro-manganese and ferro-alloys 
Paper and paper board 
Cinematographic films developed 


4.12 

' 12597 

4.59 

14315 

— 0.46 

267.1 

3856 

235A 

3401 

-i-31.2 

33.1 

778 

30.0 

684 

b 3.1 

18.1 

327 

16.4 

284 

1- 1.7 

-- 

330 

— 

181 


10.0 

249 

15.7 

350 

— 5.7 

12.0 

739 

6.2 

424 

-{- 5.8 


4074 

» 

3182 


12.7 

2726 

7.8 

1943 

+ 4.9 

0.5 

90 

0.6 

292 

— 0.1 

6.2 

1023 

4.6 

931 

+ 1.6 

— 

235 

» 

16 


— 

3800 

— 

1701 

_ 

— 

4385 

— 

2883 

_ 

.s_ 

2545 

— 

1922 

— 

— 

725 

_ 

534 


— 

628 

— 

465 

— 

~ 

1038 

-- 

668 

— 

10.9 

205 

2.8 

66 

-t-, 8A 

17.7 

306 

— 

187 


261 

14.6 

168 

-b 3.2 

—' 

210 

— 

184 


— 

669 

— 

545 


— 

880 

— 

693 


4,3 

294 

3.2 

352 

. -f 1.1 

”32.7 

142 

11.9 

123 

-i-20.8 

— 

325 

— 

162 

3.6 

155 

6A 

243 

— 3.3 


t.akh tonnes 
M. sq. mts. 
’000 tonnes 

44 

Value 
Mill. Mets. 
Mill, kgs 

Value 
Mill. kgs. 


Value 


Value 

Value 


M. mets. 
Value 
I-akh No. 
Value 


Mill, pairs 
’OOO tonnes 
Value 
Mill. Mets. 


-1718 
+ 455 
I' 84 
+ 43 
-1-1138 
— 101 
I- 315 


I- 882 
+ 783 
— 202 
f 92 

+ 219 
-I-2089 
4-1502 
4 623 

4- 191 
-4 163 

4 371 


■4 139 
4 118 
4- 93 
4 26 
4 124 
-4 187 

— d8 
-4 19 
-4 163 

— 88 
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IMDU-B EXrOBTS (Omutry.wta) 

Rs lakhK 


Africa 

Jithiopia 

Cihana 

Kenya 

r<ibya 

Mauritiu:} and UepenUencieii 

Nigeria 

Sierra Leone 

Sudan 

Tanzania. Uni led Republic of 

Tunisia 

Uganda 

United Arab Republic 
Zambia 


America 
North America 
Canada 
USA 

Latin America 
Argentina 
Uruguay 
Other American Countrlea 

Ouynna 


Asia & Oceania 
ECAFK 
Afglianistuii 
Australia 
Burtnu 
Ceylwj 
Konnosu 
Japan 

Malaysia (excl. Singapore) 
Nepai 

New Zeaiaiul 

Rhiiippines 

Singapore 

Vietnam Rcpublk’ of 
Thailand 

Other Asia & Oceania 
Bahrein Islands 
Fiji 
Jordan 
Kuwait 
Lebanon 
Qatar 

S. Yemen, People’s R^ublic of 

Saudi Arabia 

Syria 

Bast Eurepcan (RPA Countries) 
Bulgaria 
Czechuslovoklu 
German Democratic Republic 
Hungary 
Poland . 

Roumania 

USSR 

Yugoslavia 


April-0(dober 


1068*' 

1987‘ 


■. 

. 

-—-— __ .. 

41.00 

42.18 

West Kutepe 

95 

52 

BBC 

77 

61 

Belgium 

4.78 

3,77 

France 

1.14 

61 

(rerman Federal Republic 

86 

71 

Italy 

1.67 

2.5:i 

NeUierlatids 

73 

39 

EFl’A 

10.94 

IU.S9 

UK 

3.29 

>> sa 

Donuiui'k 

40 

1.79 

Sweden 

1.22 

90 

Switverlaiid 

11,16 

13,29 


86 

1.2.5 

Other West Kurepe 

Finiand 

151,93 

143,25 

Irish Republic 

148,33 

138,97 

Spain 

17,61 

18,28 


130,72 

120.69 

Total Exports bid. re-export! 

2,39 

3,24 

51 

46 

^ Figures are provisional ; 

23 

34 

1.21 

1.04 

unit value realised 

16 

13 


231,89 

172,75 



19’J.13 

4,bD 

lj.til 
7,52 
12,51 
I 52 
»4,»2 
2,DU 
12.21 

4.22 
l,G5 
V..5!) 

27 

4,12 

39,7« 
1,91 
74 

1.23 
10,CC 

1,25 

3,86 

4,30 

5.68 
87 

159.70 

1.69 
19,66 
11,82 
6,41 
14,73 
3,28 

92,28 

10.92 


149.42 

2,1 U 

16,lu 
1,92 
U.92 
It) 
‘i 1.64 
4.39 
9.41 
4..50 
51 
5,07 
BO 
S.04 

23,33 

1.47 

80 

96 

6.3(1 

89 

2,31 

2.73 

2,44 

2.07 

146,58 

2.13 

17J57 

11.83 

6,91 

10,55 

2.48 
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Rs lakh; 
April-Oetober 
1968* ToOT^ 


211,75 
64,22 
17,98 
10,26 
16,74 
9,59 
9,63 
141,99 
12.3 45 
1.40 
2.46 
3.57 

3.54 

21 

3,11 

1,09 


194.35 
48,75 
11,90 
9.17 
11,87 
9,10 
6.71 
140.17 
122,2.5 
1.54 
t.7V 
3.51 

5,43 

39 

2,91) 

83 


796,27 698,11 


Value In Hs 


844 


Item 

Jute nianufaetures 
Messinn cloth 
Hessian b.njj.s 
SaekhiR cloth 
,S.iekin« Ugs 
Carpet barkinK cloth 
Tea 
Coffee 

t.’otton oiecegood.s-millinade 
Cotton piet egoods-hnndlooin 
Iron ore 
Miinganese m t> 

Mica 

Cashew kernels 
Finished leather 
Chrome leather bmiied 
E-T. tanned leather 
Footwear 

Tobacco, uoniaiiufactured 
Spices 

Pepper 

Cardamom 

Chillic.<-. 

Oilcakes 

Fish 

Cotton raw 
Wool raw 
Castor nil 
Sugar 
Onions 
Lac 

Iron and .steel scrap 


Unit 

Tonne.'. 


Kg. 

Si|. .Met 
Metre 
Tonnes 

K« 

Tonm 

Kf. 


Pair 

Kg, 

'name- 


I’oimes 


April 

1966 

3050.12 

2346.01 

2876.21 

1924.49 

20:;7.O2 

44(!!1.22 

8 :t2 
6.29 
1.44 
2.49 
57.11 
194.90 
6.29 
9653.37' 
13.00 
16.5(1 
21.46 
6 34 
6.14 
4141.9.3 
5184.78 
12166.67 
2333.33 
.582.61 
8534.35 
3831.03 
5784.31 
2777.03 
384.43 
379.63 
2893.02 
167.69 


1967 

3118.74 
3104,92 
3441.86 
2314.77 
2218.18 

4583.75 

9.23 
5.48 
1.44 

2.23 
54.42 

m..57 

6.27 

8210.35 

48.67 

20.24 

24.91 

11.00 

0.37 

4736.84 
5324.32 

49600.00 

3020.00 

61.1.15 

8965.22 

3283.02 

6314.81 

3428.57 

618.64 

412.34 

3404.29 

215.84 
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EMBLEMS OF QUALITY 
KORES-PONDENCE 


For the past 80 years 
the House of Kores has 
made important and 
significant contributions to 
the overaii progress of 
office equipment technology. 

Behind the Kores emblem 
there is more than half 
a century of international 
technical know-how. In India 
today, with more than 
30 years' experience, 
Kores are leading in the 
field of office supplies, 
for which Kores is 
famous the world over. 



To keep constantly abreast 
of world development, 
Kores maintains the most 
advanced iaboratories 
where research is an 
unremitting process. 

At our Thana Factory,) 
ceaseiess efforts are 
made to test new 
materiais and production 
methods with completely 
new machines and 
equipment. That is why 
modern offices can rely 
upon Kores typewriter 
and duplicator supplies. 


You'll find Mb wnblem of quality Kores-pondenea all orar Via world 
AmttorBwn * Bireclona * Bariin ■ Bombay' BrutMit * Buonoa Alraa * Cairo - CMIa * Copanhagen * Dussaldorf * Frankfurt * RaniS6fV* 
Uabon' London' Milan * Now York' Oaako' Oslo * Faria ‘ Rio Oa Janairo * Romo ■ Bao Paulo ‘ SlocMiolm * Vlanna ‘ WaldiialM * fuiMii 



KORES (INDIA) LIMITED 

Rogd. Offlca. Foal Bag No. tSSS. Flot No. 10, Off Halnoa Road, Worll, Bombay-10 Wt 
Phona; 073404. Cabloa A Srama: 'KORESCARBO’ Bembay-WorH 
Admn. Offlca and Factory: Hutatma MaruU Road, Thana CWatl), Ftionaa: 0I1BS4 (4 llnaa) BBIIST-SOOSIBTafm: OTI 
Branchaa: Ahmadabad * Amritaar ■ Bangatoro' Baroda' Calcutta* Colmbatora * Jaipur * Sauhali * Nydoiabad ‘ Indoro * Kaopuf 

Madraa * Madurai' Nagpur ■ Naw OalhI * Pattia * Poona 


BUTAeJOB 



February: 


mBmatmomimm 


mu 


. . > iNnaMh mtmman w ooHap^MTisB 


Value m Hk lukhii 



1008 


1807 

.- 

n_ - m 




Commodity/Unit 

Qty. 

Value 

Qiy. 

Value 



- . 


. —.. 

Dairy products and eges 


S»8 


033 

Cereals, cereal preparations 

(grams, pulses and Hour and 





pteparations thereof 1 


20082 


27301 

Cashewnuts ('OUO tonnes) 

70 

1020 

57 

■ 870 

Copra (’000 tonnes/ 

C’offee, tea, cocoa, apices and, - 


57. 

7 

100 

matmlatdures thereof 


■ .43 


Ibl 

L'rude rubber (including syntbe- 

tic and reclaimed) 

'iobaccu uiunanufactumd 


104 


280 

(Lakh kgs.) 

1 

6 

0 

131 

Chemical wood pulp (Lakh Jcgs) 

204 

308 

272 

420 

Wool raw (Lakh kgs) 

Haw cotton excl. linters 

01 

'5U 

78 

• 770 

('000 tonnes)' 

97 

0493 

97 

'.5810 

Jute and mesta 

— 

14 

— 

47 

Fertilizers crude 


000 


480 

Sulphur (Lakh kgs) ' ' 

1475 

■855 

3040 

1050 

Asbestos fibre raw (Lakh kgs) 
Petroleum crude and partly 

159 

■ 295 

137 

235 

refined for further refining 
(excluding gasolene) 

('000 tonnes) 

4003 

3657 

3101 

2345 

Petroleum products 


1403 

-- 

847 

Animal oils and fats 


470 


1219 

Vegetable oils 

- 

382 


988 

Chemical elements and compounds — 
Dyeing, tumiing and colouring 

5170 


4Nl 

materials 

- 

513 


■ 435 


Value in Rs lakha 



1968 


1987 

Commodity/Unit 

Qty. 

Value 

Qty. 

Value 

Medtciiuil and phannaceutical 
products 


783 


964 

FortilU'cr manufactured 


7452 


4034 

Plastic materials regenerateit 
cellulose and artificial 

1 ‘esin.s 

— 

fOl 

— 

849 

Paper, paperboard and iiinnufac- 

tures tbereuf 


1083 


950 

Vam and thread of synthetic 

' fibre (Lakh kgs) 

10 

312 

14 

189 

Nou-inetatUc mineral mauufuc- 

tures, n.e.s. 

— 

1140 

— 

994 

Iron and steel ('000 tonnes) 

234 

4593 

307 

0118 

J*lon<ferrous metals 

— 

, 4510 

- 

3570 

.Copper (Lakh kgs) 

100 

1$I4 

333 

2247 

Nickel (Lakh kgs) 

9 

230 

11 

178 

Aluminium (Lakh kgs) 

71 

320 

269 

1214 

l'.ead (Lakh kgs) 

153 

289 

193 

327 

Zinc (Lakh kgs) 

701 

1411 

344 

782 

‘Till (Lakh kgs) 

28 

004 

27 

093 

Manufactures of metals, n.eji. 

— 

700 


7S6 

Machinery other than electric 

— 

19049 


16385 

Eaectrical machinery,'apparatus 

and appliances 

• 

4513 


4538 

7'ransport equipment 

- 

3400 


3500 

Professiuiml, scientifie and 
controlling instruments photo¬ 
graphic and optical goods. 

watches and clocks 


930 

- 

1197 

Printed matter 


244 


244 

Gnuid Total 

- 

95843 


161733 


niBKCnON OF ljNDIA*S FOBEIGN TRAJDE 
(AerU-Seiftember) 

(Hk liikhs) 


tm porta Exports Balance of Trade 


... . 


. 

--- " 

— ... . 

.. . 

.... 

Kegion/Country 








1908 

1967 

1968 

1907 

I1H18 

1967 

Afirka ... . . 

7701 

5157 

,1343 

3306 

— 4338 

— 1792 

Congo (BrazavUle) 

797 

472 

1 

5 

790 

-> 467 

Kenya 

477 

,'i44 

393 

292 

84 

- 252 

■ Mauritius 

22 

.{ 

811 

59 

1 58 

+ 50 

Morocco 

36 

Mli 

111 

6 

26 

- 142 

Nigeria 

8 

52 

134 

209 

> 128 

1 157 

Other east African countries 

704 

:>u7 

to 

50 

694 

- 481 

Sudan 

1414 

973- 

!)I5 

086 

-- 49!) 

- 287 

Tanzania 

433 

rA 

282 

197 

ISi 

- 230 

Tunisia 

81 

35 

34 

137 

47 

4- 102 

Uganda . . . 

369 

211.'! 

94 

09 

275 

— 139 

United Arab Republic 

2892 

1494 

li«2 

1105 

1830 

- 299 

Zamblu 

325 

89 

78 

112 

- 247 

) 23 

Amerlcg 

lasao 

48417 

12S12 

11797 

—26127 

—34620 

NoiUi /Dnettea 

35642 

45463 

12293 

11441 

—25839 

—34024 

Canada. 

5139 

6050 

1359 

1442 

--- .3767 

— 4614 

USA ,. .. 

32916 

39409 

10844 

9999 

-22072 

-•^20410 

Latbi America: 

539 

799 

261 

272 

— 337 

— 527 

Brazil 

223 

109> 

18 

35 

- 207 

- 71 

Cmwdor ' " ' 


Negt!" 

6 

16 

+ 6 

■f 14 

IMxtop 

119' 

m 

80 ■' 

21 ■■ 

184' 

— 160 
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ontfEmoN or iNi»A‘t rbanGN nuot (OmM.) 

(A prU rep tw he r ) 


(Rs lakhs; 


Im ports 


Exports 


Balance of Trade 


Kei>loii/Country 


Other American eountrlw 
Asia and Oceania 
ECAFK 
Afgliaiilstun 
Australia 
Burma 
Ceylon 
Hungkona 
Indonesia 
Iran 
Japan 

Korea R^ubllc of 
Malaysia (excl. Singapore) 

Nepal 

New Zealand 

Singapore 

Thailand 

Vietnam Republic of 
Other Aslan and Oceanian Countries 
Bahrein Island 
Iraq 
Jordan 
Kuwait 

Lebanon . . 

Qatar 

S. Yemen, Peoples' Republic of 
Saudi Araliiu . . 

Syria 

East European < Rupee 
Payment) Countries 

Bulgaria 

Czechoslovakia 

German Dcinocrutic Republic 

Hungary 

Poland 

Roumaniu 

Union of Soviet Socialist Republic 
Yugoslavia . . 

West Europe 
EEC 
Belgium 
France 

Federal Republic ol Germany 
Italy 

Luxembourg 

Netherlands 

EFTA 

UK 

Austria 
Denmark 
Norway 
Sweden 
Switzerland 
Other West Europe 
Ireland 
Spain 

tirand Total of Exporta IncInRIng 
Re^xporta 


I9«il 

1957 

1066 

1967 

1908 

1967 

59 

153 

158 

24 

+ 49 

- 69 

14M4 

15524 

15889 

14456 

+ 5005 

— 2118 

1S60S 

1S194 

10437 

12421 

f 3835 

— 2713 

267 

406 

430 

274 

4 163 

-- 132 

1249 

3545 

1342 

1356 

4- 93 

- - 2149 

749 

454 

641 

160 

- 108 

— 324 

22 

113 

1041 

732 

4 1019 

4- 8l9 

61 

33 

527 

385 

4 460 

4 332 

6 

7 

351 

319 

) 373 

4 312 

1729 

1502 

1143 

878 

— 586 

— 824 

6766 

5445 

7208 

5988 

4- 443 

• 523 

22 

IS 

532 

65 

4- 510 

4 50 

301 

548 

324 

386 

4- 23 

— 162 

629 

036 

1148 

781 

4- 520 

— 155 

90 

96 

368 

359 

+ 278 

4- 263 

93 

371 

662 

412 

•4 600 

4 41 

639 

1321 

365 

426 

- 274 

— 695 

-* 

Negl. 

24 

76 

4- 24 

1 76 

2282 

1330 

3452 

1928 

4 1178 

i 595 

S 

16 

160 

119 

+ 155 

1 10.1 

86 

79 

604 

173 

4 606 

+ 94 

246 

198 

Ill 

91 

135 

- 107 

203 

120 

960 

510 

4- 757 

- 39(1 

1 

S 

106 

72 

4 105 

( 67 

4 

1 

329 

108 

4- 325 

y 197 

2 

-- 

379 

213 

4- 377 

4 213 

1728 

831 

440 

160 

» — 1286 

- 671 

Negl. 

6 

83 

207 

4 83 

4- 201 

12926 

9487 

13547 

12321 

C 627 

-4 2854 

426 

83 

124 

190 

301 

4 107 

1908 

1396 

1604 

1519 

- 214 

4- 123 

958 

95.1 

1065 

1040 

+ 107 

1 VI 

618 

730 

482 

006 

- 136 

- 124 

1194 

1267 

1314 

786 

1 126 

— 481 

190 

228 

277 

206 

4 87 

— 22 

7206 

4100 

7716 

7205 

> 510 

4- 3105 

420 

710 

876 

769 

4 456 

4 59 

21632 

24169 

17938 

15345 

- 3694 

- 8824 

12441 

12856 

9587 

3875 

— 6934 

— 8981 

552 

976 

1472 

839 

t 920 

- 137 

1971 

1657 

886 

756 

— 1109 

- 001 

6549 

7264 

1474 

1004 

- 5071 

— 8260 

2544 

1682 

850 

734 

— 1694 . 

— 948 

1 

a 

— 

Negl. 

- 1 

— 3 

828 

1273 

844 

542 

4- 18 

- 731 

9955 

15954 

11982 

11837 

4 3827 

4- IS 

6619 

8584 

11240 

10375 

4- 4821 

4- 1791 

258 

221 

20 

34 

- 238 

— 187 

279 

251 

US 

126 

— 184 

— 125 

124 

190 

77 

68 

— 47 

— 122 

954 

990 

231 

ISO 

— 783 

— 840 

757 

707 

296 

284 

— 419 

— 423 

136 

399 

449 

433 

4- SIS 

+ 74 

1 

Negl. 

249 

218 

-4 246 

4- 318 

61 

272 

100 

76 

4 88 

— 197 

56842 

151733 

87229 

nm 

— IMS 
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Export and Import—we specialise in shipping, clearino 
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MACKINNON MAGKENaE & CO. PVT. LTD. 

4 Ballatd Road, Bombay 1. • 16 Strand Road, Calcutta. 
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FULLEI^KINYON PUMK 


for handling cement in bulk 


NOW AVAILABLE EX-STOCK 
SUBJECT TO PRidR SALE 



AVB manufacture Fuller KInyon Pumps In sizes ranging from 4" to lO*. wHh 
capacities ranging from 4 tonnes per hour to 140 tonnes per hour The equip* 
ment la available against 100% rupee payment ■ AVB can also engineer qB||re 
cement handling systems and supply them to you on a turn-key basis. 


for four bulk cement handling frobitnn write to / \\ //\ 

ACC-VICKERS-BABCOCK LIMITED 

P O. DUPGAPUR*«. WEST MNGAL ■ ■ 

or eur o^cei at. 

BOMBAY l« OuMn't fteoS CmmS^ NEW DELHI. Indn Eelace. Suiw V. Connoufln Orew 
' CALCUTTA. I a 3 BnSeurM BosIp 
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MYSORE GOVERNMENT SILK 

are now available In unrivalled vibrant eoloura and exaulslte deslsna. 

ENQUIRE AT ; 

MYSORE GOVERNMENT SILK WEAVING FACTORY 

OB 

Departmental Show Rooma at Mpawe. Bangalore Madras 
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From Here to February 28 

I 

THE ATTITUDE of our Finance Ministers towards the stock exchanges 
has been very much like that of an uncertain, elderly husband towards 
a youthful second or third wife. The old man is apt to be suspicious 
of her robust pla 3 rfulness even while secretly hoping to be invigQrated 
by it Let us pray that Mr Morarji Desai has no such reservations 
now about the ray of sunshine that has at last begun playing, even if 
only fitfully, on the share markets. 

The Reserve Bank’s index of equity prices, as on January 25, 
shows an improvement of about 17 per cent over the preceding 12 months. 
For some time now share values have been inching forward with a 
persistence which had not been seen in recent years. Quite clearly this 
is due to a growing shortage of scrips. There has been, for instance, 
a slackening in the pace of emergence of new industrial undertakings 
with the result that there have not been many new issues of equity 
capital. Again, the absence of a strong investment sentiment has dis 
couraged the iasue of rights shai-es and the general tendency among 
existing industrial concerns has been to depend as much as possible 
on institutional finance, debentures or preference capital. 

On the demand side, while the general weakness of the capital 
market, reinforced by the high cost of credit, has restricted activity by 
and large, there has nevertheless been a steady, almost mechanical, 
growth in the requirements of institutional investors such as the LlC and 
the Unit Trust. It is the support provided by this institutional custom 
for a market where the volume of floating scrips is baing artificially 
kept down that explains the underlying trend of stability in the stock 
exchanges. 

Taking off from here are certain other influ. nces which have 
brought about the current spell of activity in equities. The slow retreat 
of the recession and the gradual recovery in industrial activity, progress 
in agricultural production, improvement in expoits. some casing of 
pessimism about foreign aid and, above all, indications of a favourable 
trend in government policies have encouraged investors to take a second 
look at the investment possibilities of equity prices which had been 
declining over a period. The stock exchanges, in other words, are looking 
up for the same reasons which seem to have prompted spokesmen of 
the government, including the Prime Minister, the Deputy Prime Minister 
and Finance Minister, and other members of the cabinet to express 
themselves confidently and cheerfully on the economic prospects before 
the nation. This is why it was suggested earlier that Mr Morarji Desai 
has no need to look the gift horse of share market activity in the mouth 

The way is thus clear for him to build consti-uctivcly on the 
psychology of hopeful expectaUona now prevailing in the nation. Already 
the government may take credit for having contributed to that psychology. 
There has been a continuing relaxation of commodity controls, a more 
realistic government attitude towards pricing of those products of indus¬ 
try which still continue to be regulated in some way or the other, a 
persevciing effort to relax, rationalise or simplify procedures relating 
to industrial licensing, capital issues control and foreign collaborations 
and, above all, some signs of a healthy, reformist approach to fiscal 
policy. 

Mr Desai's own personal contribution has been invaluable in some 
of these directions. Of particular importance is the stand he has taken 
with regard to the investment commitments of a fourth Plan. By striking 
out boldly and resolutely for a programme of public investment whlcn 
will not unduly strain the resources of the economy or interfere with 
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the progress of the recovery from the recession or the 
prospects of expansion in the future,' Mr Desai has 
reassured public opinion that there will not be any 
irresptinsible adventurism in the mobilisation of re> 
sources for development, particulariy through add.tional 
taxation at the centre. Better still, in speeches delivered 
on important occasions or in addresses to hading 
business organisations, Mr Desai has been giving 
expression to a willingness to exaxnine responsively 
the possibility of relating the government’s fiscal pur* 
poses and proposals to the requirements of expanding 
industrial activity. No wonder, then, the share markets 
have brightened up during these pre-budget weeks, 
and it is not surprising cither that their optimism is 
being widely shared in the nation. 

All this would seem to place a heavy responsibility 
on the Deputy Prime Minister in his capacity as Finance 
Minister. There is a tremendous obligation on him, 
for instance, to avoid additional taxation of substance. 
He had shown commendable restraint in this matter in 
the budget for the cuiTont year which sought a net 
additional tax revenue of only Rs % crores to the 
centre. This was, relatively, a modest amount and Mr 
Desai quite pmperly justified his moderation in terms 
of the recession in industry, the adversity in the country¬ 
side and the rise which had taken place in the price 
level and the cost of living. 

There can be no doubt at all that this wise fiscal 
-decision has been invaluable in easing the strains on 
the economy and assisting in its recovery. These 
strains have still not disappeared and the recoveiy is 
yet to be completed. As Mr Desai himself has l^n 
saying over and over again, the economy needs time 
for recuperation and for generating fui^er resources 
for development. What we are witnessing, in other 
words, is a process of transition. The logic of this 
situation is that the Finance Minister should continue 
with the policy of fiscal restraint and moderation he 
initiated last year. Whether he would do so, that is, 
whether he would avoid imposing substantial addi¬ 
tional taxation is natuially the 64,000-dollar question 
in this month of the budget. 

Mr Desai, unfortunately, is likely to have to reckon 
with a certain degree of deterioration in the budgetary 
outlook. Thanks to the interim recommendations of 
the fifth Finance Commission, the centre will have to 
transfer to the state governments additional resources 
to the extent of Rs 90 crores. Repayment of deposits 
under the Compulsory Deposit Scheme will amount to 
a liability of the order of Rs 30 crores on capital 
account. The expenditure on administration will be 
at a higher level, thanks to increases in the emoluments 
of central government employees. Defence expenditure 
may make larger demands since the government has 
reportedly failed to contain this expenditure within a 
limit of Rs 1,000 crores. The situation is further com¬ 
plicated by uncertainties about foreign aid. Although 
utilisation of aid still in the pipeline may ease the 


position to some extent, the Finance Minister will 
necessarily have to satisfy Jiimself with a conservative 
estimate of the extent of budgetary support thni may 
be expected from the rupee proceeds arising from 
external assistance, particularly new commitments of 
aid. 

The revenue possibilities, however, should serve '.o 
improve the outlook to some extent. The revenue from 
customs, it is true, has been declining. From 1967r68- 
tod through the current financial year, the yield from 
import duties has been suffering in consequence of a 
reduction in machinery imports, which is due partly 
to the slackening of industrial expansion and partly to 
a decline in the amount of financing available through 
foreign aid. Export duties, which became a significant 
source of revenue in the wake of devaluation, are 
gradually losing their revenue-potential and are becom¬ 
ing difficult to sustain. , 

In the seven months between April and October, 
1968, customs collections had amounted to Rs 266 crores 
as against Rs 301 crores gathered du ing the coires- 
ponding period of 1967-68. At this rate, the budget 
estimate of Rs 539 crores does not look like being 
realty and, so far as the cuirent financial year is 
concerned, the government should perhaps be pre¬ 
pared for a considerable shortfall on account of 
customs. The question, however, is whether customs 
will recover in 1969-70. It could perhaps be said safely 
enough that the yield from import duties, at any rate, 
will not continue to decline. It is, of course, highly 
doubtful that this revenue source will recover subs¬ 
tantially soon. Such improvement as there may be in 
its yield in the next financial year will probably be 
slight indeed. 

Gains elsewhere, however, could be considerable. 
Excise duty collections during Aprii-October last year 
were Rs 702 crores, as against Rs 636 crores collected 
over the corresponding months of the previous year, 
and the indications are that the budget estimate of 
Rs 1,266 crores for the current year should be easily 
realised. This source of revenue may be expected to- 
expand further in 1969-70, thereby contributing to an 
improvement in government receipts. 

As for the direct taxes, the experience of yield 
from corporation tax, which was unsatisfactory in 
1967-68, seems to have taken a turn for the better in 
' the budget for 1968-69. Further improvement could be 
expected in this direction since the profitability of 
companies is looking up. Another encouraging trend 
of some significance is that the administration of the 
income-tax seems to be steadUy improving. This was 
mainly responsible for collections exceeding budget 
expectations in 1967-68 and it is interesting to note 
that, in the current financial year, collections up to 
the end of October had aggregated to Rs 136 crores in 
comparison with the corresponding collections of Rs. 
112 crores in the previous financial year. Here, again. 
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is a soui’ce of revenue which may be expected to give 
better budgetary support to the government in 1969-70. 

The gist of this broad and brief evaluation of the 
trends in taxes is that goveiiuncnt should certainly be 
able to meet a good pait of such additional liabilities 
on "revenue and capital accounts as it may have to 
shoulder in the new financial year with the inci'eases 
that are likely to be realised in tax receipts at existing 
levels of taxation. 

II 

From the foregoing analysis it follows that the 
task which Mr Morarji Desai faces in budgeting for 
the conduct of the government in 1969-70 is somewhat 
more strenuous than the corresponding effort he had 
to make a year ago in drawing up the budget for 
1966-69. In other words, he has now to cope with a 
larger deficit through a combination of small savings, 
open market loans, additional taxation and deficit 
financing. In the current financial year, the budget 
estimate allowed for net i-cceipt from internal market 
borrowing of Rs 61 crores and net small savings of 
Rs 120 crorcs. In view of the improved liquidity of 
the banking system, it is possible, in the judgment of 
competent observer's, for Mr Desai to make a bolder 
•bid for the personal savings of the community or the 
resources disposed of by the banking system. A not 
receipt of Rs 160 crores under market loans and Rs 140 
crores under small savmg.s is widely considered to be 
a reasonable aim in the central budget for the next 
financial year. It is hoped that Mr Desai will give full 
weight to these possibilities and reactivate the govern¬ 
ment’s bon-owing policy and machint'vy so that its 
reliance on the voluntary savings of the community 
may at last come to be given due emphasis. 

Should Mr Desai decide to act in this manner, 
the necessity of his having to ie.sort to a combination 
of addition^ taxation and deficit financing will be 
reduced to that extent. In the budget for the current 
year Mr Desai was called upon to deal with a deficit 
of Rs 315 croies. He attempted to bring it down by 
imposing additional taxation which was expected to 
yield a net revenue of Rs 26 crores to the centre. The 
gross additional revenue estimated from the tax 
measuies was, of course, larger, viz., Rs 91.51 crores 
(inclusive of the proceeds of the inci'cased postal and 
telegraph rates). It may be added that the net amount 
of an additional tax revenue indicated here has been 
arrived at after allowing for tax reliefs and conce.ssions 
granted in the budget. This means that the additional 
tax measrres as such aimed at a gross rtvenue of an 
order well above the Rs 100-crovc mark. Mr Dosai’s 
desciiption of this fiscal operation as “minor plastic 
surgery" in his budget speech last year wa.-; thus an 
exercise in relativity. 

It is highly probable that we will again be treated 
to a "minor" fiscal surgery of this kind. In other words, 
the gross revenue which Mr Desai may seek through 


new tax proposals will once more be probably of the 
order of Rs 100 ci'ores. Within this fiscal fiamework 
he may be expected to give excise duty relief to cmiain 
hard-pressed industiies. The government has already 
been committed to extending .sympathetic consideration 
to the cotton textile industry. The claims of the over¬ 
taxed road transport industry arc no less mgent or 
dynamic, but they have probably not received the same 
propagandist treatment. It is to be hoped that Mr 
Desai will not be less sensitive because of this to the 
importance of the road transport industry being given 
reasonable encouragement for growth. 

Among export industries, the forthcoming budget 
cannot avoid taking a decision on the total abolition of 
the imposts on tea and jute manufactures. The succes¬ 
sive reductions in these duties from their original 
post-devaluation rates have not proved adequate in the 
changed circumstances of the international trade in 
these products. Apart from relief from excise or exp.irt 
dutie^ the textile and jute industries have also been 
pleading for priority status in respect of development 
rebate or taxation of profits. Here, again, the govern* 
menl is to be expected to act more with an eye to 
the future of these industries than in any undue 
preoccupation with its own immediate requirements of 
revenue. There is a feeling in the country that wh le 
the government has rightly been sulicitoas about the 
newer industries, it has tended to be wrongly com¬ 
placent over the solvency or growth of l.aditional 
industries. There is great pres.sure on the government 
to reconsider its position in this regar d and Mr Dvsal’s 
forthcoming budget should, in the natural course, show 
some response to this demand. 

In the field of personal taxation, Mr Desai gave 
a clear hint in his last budget speech that his next 
budget would present a reform in depth of personal 
and corporate taxation. The Bhoothalingam r eport has 
given grounds for believing that this reform could be 
undertaken for increasing the yield from income and 
cprporate taxes over a period without any enhancement 
of rates at the points where saving or other productive 
econoiric activity may be prejudiced and. indeed, after 
providing for relief of the tax burden a*' th'^sf* points. 
It is a well-known fact that under the leadership of Mr 
Desai, the Finance Ministry has been giving thought 
to possibilities in this direction not only in the light of 
the Bhoothalingam i-eport but also in terms of a number 
of suggestions made by experi or professional bodies 
Against this background, it is I'casonable to expect relief 
in corporate taxation, with a possibility that even 
personal taxation may not be entirely excluded from 
such consti-uctive review as the Finance Minister may 
undertake of the existing stnicture of direct taxation. 
In one important icspect, viz., in the matter of incen¬ 
tives for individuals to save and invest in equities, the 
existing provisions of the taxation of perennal or 
corporate incomes are demon.strpbly proving lnadeqi*a‘e. 
It is difficult to see how Mr Morarji Desai can avoid 
acting to improve this situation if he means to claim 
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that he is budgeting for helping the community and 
the government in mobilising resources for economic 
growth. 

Mr Desai will probably not be able to secure for 
the financial year 1969-70 much more of net revenue 
through additional taxation than he sought to do for 
1968-69. In other words, while the new tax levies 
themselves may be of the order of Rs 100 crores, ;he 
net accrual to the centre, after the states have been 
given their share and the tax reliefs and concessions 
have been provided for, may not be much more than 
Rs 30 crores. This would leave Mr Desai with a 
budgetary gap to be bridged by deficit financing, which 
may be as large as that in the budget estimates for 
196^9. The actual size of this deficit would depend 
very largely on the provision which the Finance Minis¬ 
ter desires, or is asked to make for the buffer stock 
in foodgrains. It has been reported that the allocation 
of Rs 140 crores made for this purpose in the current 
fiiumcial year has not been fully utilised and that, as 
a result, there has been some relief in the extent of 
deficit financing needed. If the govenunent’s food 
regulations are relaxed and if normal trade across state 
boundaries is permitted to a greater extent in the light 
of expanding food production, the scope for buffer 
stock operations will be i-educed. Again, there is no 
reason at all why the Food Corporation of India or 
other ofRcial or semi-offidal agencies should not be 
persuaded to depend more and more on bank credit 
rather than on government finance. These possibilities 
have to be explored if Mr Desai desires to cut down 
resort to deficit financing to the minimum. As it is, 
the range of deficit financing that may be required in 
the next financial year would seem to lie in the region 
of from Rs 200 to 300 crores depending to the extent 
to which the government decides to lock up funds In 
the foodgrain buffer stock. 

At this point, it is rather academic to discuss the 
pros and cons of deficit financing. Deficit financing 
can be eli m inated only if the government is prepared 
to cut down its disbursements by several hundr^ crores 
of rupees. Whatever the theoretical merits of this 
solution may be, it is not a feasible proposition as an 
hninecliate budgetary exercise. While the government, 
undoubtedly, has the responsibility to economise 
wherever possible, it is doubtful that it will make any 
ugnificant difference to the budgetary outlook as has 
been discussed here. Given this hard fact, the only 
question is what marginal adjustments can wisely be 
tnaiip between the roles which additional taxation and 
deficit financing respectively may be called upon to 
play. It has been suggested earlier that even gross 
additional taxation of the order of Rs 100 crores may 
result in a net additional accrual of only about Rs 30 
crores to the central government. Thus, despite substan¬ 
tial effort at new taxation, the government would still 
find itself compelled to resort to deficit financing. 

There is some relief in the government and in the 
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country at large that the deficit f i nan cing eiqployed 
in the current year to the extent posaihly of Rs 240 
crores has been absorbed by the economy without any 
accentuation of inflationary pressures. The general 
price level, indeed, has gone down slightly following 
an appreciable decline in food prices. With farm pro¬ 
duction having risen to hi^er levels and promising to 
progress further, the capacity of the economy to accom- 
inodate an increased flow of nwney supply may be held 
to be improving. Further progress in the monetization ct 
the rural sector with the expansion of banking in the 
countryside under the new dispensation of social 
control may well contribute towards containing the 
inflationary potential of an expansion in money supply. 
In any case, with industry recovering from the reces¬ 
sion, exports picking up and the capital market showing 
signs of coming alive, the increasing liquidity in the 
banking system may reasonably be seen as an aid to 
economic expansion rather than' as a threat to economic 
stability. 

All the same there is no room for any complacent 
assumption that another substantial dose of dpfifi t, 
financing will be absorbed by the economy without 
undue pressure on the price level as has been the case 
in the current financial year. All that may reasonably 
be expected is that gi'ven intelligent monetary manage¬ 
ment, the government should be able to keep the infla¬ 
tionary potential in check. As had been suggested 
earlier, a vigorous borrowing programme should help 
the government to augment its own resources and 
thereby be less dependent on deficit finanring in 
addition, a large and successful borrowing programme 
should also exercise a healthy discipline on the money 
supply released by deficit financing. 

Again, the increased liquidity of the banking system 
may be turned to the benefit of the economy by the 
continuous liberalising of credit facilities, parUcularly 
for farm production and exports. The central govern¬ 
ment may probably decide to cut down subsidies on 
agricultural inputs. Although this decision may be 
intended, in the main, to cut the pressure on govern¬ 
ment funds, it will have the additional advantage of 
shifting the emphasis from subsidies to credit facilities 
in the scheme of government assistance to fanning and 
farmers. This would be a wholesome chmgeover as this 
would be a highly desirable way of persuading a part 
of the rising agricultural incomes to be used for 
ing further agricultural progress. This process would 
be furthered, of course, if the current expansion of 
banking activity results in the linking of bank 
to agriculturisU with the mobilisation of hnny deposits 
in the countryside. 

Finally, it should also be possible for the govem- 
ment to turn the Increasing liquidity of the economy 
gena-ally and the banking system in particular to good 
aojount by offering positive encouragement to the 
capital market While this is best done by a budget 
and a fiscal policy which offers no furtiwr discounge- 
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ment to saving or investment but are, on the cont<Bry, 
helpful to both, certain supporting measures would be 
welcome. There is, for instance, need for a review of 
official attitudes towards bank lending against shares. 
The Reserve Bank has been encowagingly active in 
prodding commercial banks to extend credit facilities 
more and more freely to priority sectors, such as 
agriculture, small industries and exports. This apan, 
there has also been a general thawing of credit control. 
The stock exchanges have already profited to some 
extent from this broad development and the position 
now seems to be that bank ciedit is once again becoming 
available for transactions in shares. The next step 
may well be towards the lowering of the cost of bank 
loans against shares. These loans are now available 
.generally at the ceiling rate of from 9 to 9^ per cent. 

The Finance Ministry and the Reserve Bank should 
consider the question of indicating to the banks that 


there wmuld be no objection to some lowering of the 
rate of inters on bank credit extended to transactions 
in shares. If the cost of bank money goes down by 
about one per cent or so, the improvement which has 
now taken place in the availability of bank credit for 
investment in equities will be more effective in contri* 
buting to the revival of the capital market. 

The budget, therefore, is to be seen as the core of 
the economic policy for the new financial year and 
also as its main instrument. That policy, as has been 
indicated in this discussion, ought to include much else 
in constructive decision-making if the economy is to 
be able to make most of its resources or potential for 
growth. Mr Desai’s performance on February 28, will 
be judged by this comprehensive criterion i ather than 
by the narrow book-keeping of the pluses and minuses 
in his budget estimates. 


HSL*s Balance Sheet 


THE CELEBRATION of its steel jubilee a few days ago 
by Hindustan Steel Limited (HSL) is an occasion for 
assessing the working of the company. During the 
first 15 years of its operations, to mark which the steel 
jubilee was celebrated from January 19 to 26, HSL has 
witnessed many ups and downs. While, for instance, 
the HSL management may take pride in its achieve¬ 
ments on the export front, the losses it has been 
accumulating over the years are staggering. 

To take the bright patches of the picture first, it 
is gratifyiag to note that HSL has made its mark on 
world markets in a short span of barely five years. 
It started exporting steel in 1963-64 when it marketed 
abroad goods worth about a crore of rupees. Last year its 
exports aggregated Rs 30.96 crores. This formed nearly 
56 per cent of the total iron and steel exports from 
the country. In 1963-64, HSL’s share in exports was 
just about 20 per cent. This year HSL hopes to export 
its products to the tune of nearly Rs 40 crores, which 
will be nearly 60 per cent of the likely total exports 
of iron and steel. Today HSL exports to as many as 
30 countries, included in which are such sophisticated 
markets as the United States, Britain, the Soviet Union, 
Australia and Japan. 

The compulsion to find markets abroad owing to 
the recession in domestic demand, the closure of the 
Suez Canal and the liberal government support have 
undoubtedly played a considerable role in stuping up 
exports of iron and steel, but the effoits made by the 
HSL management at export promotion have hem no 
less praiseworthy. It has apparently been no easy task 
to book several bulk orders in the face of fierce 
international competition. These include export of (i) 
93,000 tonnes of rails to Iran; (ii) 13,600 tonnes of API 
pipes tq New E^ealand; (iii) 80,000 tonnes of bUlets to 
Ceylon; and (iv) 5,000 tonnes of wheel sets to South 
Korea. Substmtial ordera for the tiq>ply of rails to 
Malaysia, Sudan, Ghana and Turkey have also been 
secured. The Soviet Union is to be supplied, during 
the three-year period to 1870, 600,000 tonnes of angles, 


beams and channels. If HSL omtinues its efforts at 
export, this counti-y may be expected to emerge as an 
important exporter of iron and steel in due course. The 
range of steel exports should also expand when the 
recently completed diversification programmes of HSL. 
go into full production. 

Another noteworthy achievement of HSL during 
the fust 15 years of its existence has been the setting up 
of the Central Engineering and Design Bureau. The 
consultancy services of this bureau have already been 
utilized in the expansion of the company’s plants at 
Rourkela, Durgapur and Bhilai from one million tonnes 
each to 1.8,1.6 and 2.5 million tonnes respectively. The 
bureau has also handled the engineeiing of the Barsua 
ore benefidation plant, the special steel units at Rour¬ 
kela and Durgapur and the naphtha steam reforming 
unit of the Rourkela fertilizer project. With assistance 
from the Soviet Union, the bureau is proposed to be 
developed soon into a C^tral Designs Organisation for 
the designing of both ferrous and non-ferrous metal 
plants. If an agreement now being negotiated with 
the United Engineering and Foundry Compay, Pitts¬ 
burgh, USA, materialiaea, it will be in a position to 
undertake detailed designing of plants and equipment 
for various industries. The future steelworks in the 
country are proposed to be set up by utilising the 
services of fills bureau only. The bureau has recently 
taken up, at the instance of the Singapore government, 
a tcchno-economic study for the establishment of a 
billet steel mill there. This should indicate its inter¬ 
national potential. 

The role of HSL in augmenting the supplies of 
steel in the country and thus fostering industrialisation 
has also not been insignificant if note is taken of the 
fact that the expansions of the two private sector steel 
plants—those of Tata Iron and Steel Company (TISCO) 
and Indian Iron and Steel Company (nSCO)--beyond 
two and one million tonnes, respectively, though talked 
about in mid-’sixties, have yet to be finalised. The recent 
expansions of HSL’s units, the setting up of the Bokaro 
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plant and the drastic dovrnward rcvidon of the future 
demand in the country to just 7.12 hUlllon tonnes of 
finished steel in 1973-74 and 10.97 nillUon tonnes In 
1978-79, as against the mid-'sixties estimate of nearly 
10 million tonnes by 1970-71 itself, mny now stand in 
the way of the expansion of the private sector plants. 
But this situation has apparently arisen only as a result 
of the recent recession and the last three years’ stale¬ 
mate in the planning process. If HSL had not gone 
in for the expansion of its units, it is possible that the 
import bill on account of steel, when the domestic 
demand picla up in the future, would have grown sub¬ 
stantially, It would also have upset the promising 
export programme. The HSL has also set up the 
largest alloy and tool steel plant in the dountry. Its 
capacity is 60,000 tonnes per annum. It is to he 
expanded to 180,000 tonnes. 

The darkest spot on the HSL canvass obviously is 
the huge losses it has accumulated. Since the start 
of production in 1958-59, there have been only two 
years in which HSL has made profit—1964^ (Rs 2.14 
crores) and 1965-66 (Rs 1.66 crores). The total accumu¬ 
lated loss of the company up to March 31,1968, amounted 
to Rs 122.44 cro.es—nearly 22 per cent of the then equity 
capital of the conqiany (Rs 552 crores). The totid 
investment in HSL up to March end test year was Rs 
1072.9 crores (loans amounted to Rs 520.5 crores). The 
more distressing fact about these losses, however, is 
that nearly 50 per cent of them have been Incurred 
in 1966-67 and 1967-68. The loss in 1966^7 amounted 
to Rs 22.95 crores. In 1967-68, it increased to as high 
a Bgure as Rs 40.12 crores. 

huge losses in 1966-67 and 1967-68 should sug¬ 
gest that HSL’s working in these two years particularly 
had -deterloraited considerably. Part of these losses 
was apparently due to the fact that the material and 
labour costs of the undertaking went up substantially, 
following increases in railway freight and the imple¬ 
mentation of the recommendations of the central wage 
boards for iron ore. coal, lime stone and dolomite 
industries. These were not fully counterbalanced by 
an upward revision in steel prices. But a mtjta' portion 
of the losses obviously resulted from the fall in the 
utilization of toe company’s installed capacity as is 
clear from the followirtg table. 


PERCENTAGE UTILIZATION OP CAPACITY 



Hot metal 

Steel ingots 

Salable steel 

1965-6G 

100 

95 

91 

1966-67 

99 

88 

82 

1967-68 

87 

70 

69 


No doubt toe recessionary tendencies in the eco¬ 
nomy and toe stalemate in the planning process affected 
HSL’s working to a much greater extent than that 
of the private sector plants, the reason being inflexibility 
of toe product pattern of HSL. Further, toe additions 
to toe capacity at all the three units at Bhitei, Rourkete 
and Durgapur steelworks could not be eiqxicted to be 
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ttilllzed immedtetoly on commisdoning. There were 
also power shortages fo*ll(»wing the unprecedented 
(bought in 1965-66. But the high degree of under- 
utilisation of capacity cannot be attributed to 
these factors, which were beyond the control of the 
HSL management. The management, of course, 
disclaim all responsibUity for the substantial fall hi 
production resulting from such factors as po<tt mainte¬ 
nance of plants and labour indiscipline, eqiectaUy at 
Durgapur. Ihe Pande Committee’s scathing 'critietem 
of toe deplorable maintenance of the Durgapur ateel- 
works is too well known to he repeated here. As 
regards labour indiscipline, while toere is no denying 
toe fact that the law and order situation in toe states 
where Ha’s steelworks are located left much to tie 
derfred in 1967 and 1968, the bureaucratic approach 
of toe management to the various personnel mattecs 
contributed to no smaH extent to labour unrest. 

Ihe over-capitalised structure of HSL’s steelworks 
and their dependence on somewhat inferior raw 
materials, compared to the private sector plants, shmild 
also have spurred the HSL management to strain everjr 
nerve to improve its efficiency. Due w^htage ft 
not given to these factors in toe formula which detep- 
mined the prices of steel during the era of contreU 
and even now when ex-works prices are informally 
fixed by toe Joint Plant Committee. In the dreuinr- 
stances, profitability of HSL depends all toe more on 
ito efficient operations. But the steps taken by toe 
HSL management in this regard in the form of ore 
temeficiation, ore bedding, reducing of fuel costs through 
oil Injection or oxygen enrichment in blast furnaces, 
eta, have been belated and halting. Then, the 
management itself was in disarray till lately. Evea 
now the HSL board is not functioning with ftill 
eomplement; the three full-time directors to be 
techarge of personnel, finance and commercial activities 
under the reorganisation scheme are yet to be up pn iwtftg 
although this reorganisation was approved nearly a 
year ago. 

This year’s working of HSL, however, should shbw 
some improvement over the last year’s performance as 
not only higher eiqiorts but also reviving domestic 
demmd should help improve utilization of the com¬ 
pany's capacity. The diversification effected in the 
production faculties through the addition of a wire rod 
xnlll at Bhilai, a skelp mill at Durgapur and oectioB 
of such new units at Rourkete as the galvanldng !<««> 
electrolytic thinning line, electrical sheet mill tor coW 
reduction of sheets, etc., should enhance the profib- 
earning capacity of the company. The completion Of 
the expansion programmes of Bhilai, Rourkete and 
Durgapur to 2.5, 1,8 and 1.8 million tonnes capacity^ 
respectively, should bring down toe block «w pit»l 
p« tonne of steel But if HSL has to wipe off the 
staggering accumulated loss expeditiously and stort 
earning profit commensurate in volume to the huge 
investment that has gone into it, the thitt Ifti 
ahead its management ft indeed arduous. Will ttie 
new ‘management inrove equU to it? 
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Rural Roads, the Key to Rural Prosperity 

PROF. VJ<.R.V, RAO 
Uaioii Miabtw of Tnuupoit & Sklpplav 


IT IS not necessary to emphasise that, in a country such ns 
ours, wlUi over halt a million villages Inhabitated by nearly 
eighty per cent of the population, and with agriculture as its 
mainstay, the road to prosperity goes through its villages. 
Naturally, therefore, in nil the plans, special emphasis has 
been laid on the development of an ade<iuate netwoidc of roads 
for the effective exploitation of the rural economic potentiaL 
Thus the document 'Aimronch to the Fourth Five-Year Plan’, 
Specifies the need and urgency for the improvement and 
expansion of roads in rural areas and suggests that the deve¬ 
lopment of rural roads needs to be given priority, as it will 
assist in increasing agricultural production. The report adds 
that commercialisation of agriculture, which is a condition 
precedent to the intensification of the productive effort, cannot 
get universalised without an adequate system of rural roads. 

Farm productiem depends primarily on the ease 'With which 
a variety of inputs can reach the site and the resultant produce 
move out to the centres of distribution and consumption. If 
we are to break through the centuries old stagnation of tho 
countryside, it is necessary to induct into the village various 
inputs such as irrigation, fertilisers, better quality seed and 
improved methods of fanning. But all these inputs con be 
fully effective only if the village is able to dispose of the 
increased—and the qualitatively improved—produce resulting 
from Oiis development. At the same time, following the 
induction of these inputs, the villagers will be able to diversify 
their products by growing more of fruits, vegetables and cash 
crops. They will also be able to raise a good deal more of 
poultry, fish and dairy products. They will, however, not be 
able to derive any substantial benefit from these achievements 
unless they are provided with a suitable means for sending 
out these goods and establishing contacts with the outside 
world. Thus, it is only by investing on roads ilvit all these 
activities would become feasible and profitable. 


of rural roads in the country since the t>eginning of the first 
five-year Plan : 

(in lakh kilometres) 



Other District 
Roads 

ViUage 

Roods 

Total 

1951 

0.81 

1.65 

2.45 

1950 

0.86 

2.41 

3.27 

1981 

i.li 

3.87 

4.98 

1963 (estimated) 

1.32 

6.36 

7.68 


Considerable progress has, no doubt, been made during 
these years. We have, however, stiU a long way to go and 
cover a lot of ground to connect all our villages. The requlio- 
menls are so large that only a dynamic and sustained effort 
can produce the required results in adequate measure. 

Thus, In spite of this progress, the present accessibility 
position of our villages is still very unsatisfactory, A National 
Sample Survey carried out in l!>57-5!t revealed that only 
one-third of all our vlUages bad an all-weather road connection 
with various centres of daily requirements. More recently, 
simUar deficiencies have been brought to light In surveyg canM 
out in the last two years by the regional transport survey units 
of the Planning Commission in different parts of the country. 

it was found in Gujarat that as many us 35 per cent 
viltuges in the state possessed no approach roads at oil and 
another 22 per cent had just substandard connections where 
culverts and bridges did not exist. The picture obtaining 
m Uttar Pradesh was that 36 per cent of all villages were 
devoid of road connections to important markets nearby. In 
Maharashtra, likewise, the finding was that 40 per cent of 


Kfy Factor 

The other social advantages emerging from rural transport 
such as spread of education, medical facilities, family plan^g 
measures and general incentive lor putting in greater effort 
in all fields would be added benefits, which cannot be directly 
evaluated in terms of money. It has also been noticed that 
a switch-over to modem methods of cultivation depends ver.v 
largely on the proximity of an area to an all-weather road. 
Mobility, therefore, is a key factor of the entire rural deve¬ 
lopment progranune and brings into focus the need for a well 
dispersed network Of rursl access roads. Rural roads are, 
thi^ore, an immiitakable .need, without which it will not 
be possible to break the present isolation of the village com¬ 
munities and to draw them into the mainstream of our 
nattmal life. 

Roads in India have been classified into five categories, 
vif., National Hi^ways, State Highways, Major District Road.s, 
Other District Roads and Village Roads. Under the Consti¬ 
tution, the Government of India is primarily responsible fo' 
roads declared as National Highways. All roads other than 
National Highways in states are essentially the responsibility 
.of the state govemmmts or local bodies concerned. li»e “Other 
District Roads” and "Village Roads", which mainly servo <ho 
rural areas thus fall under the category of "Rural Reads" 
and come within the purview of the activities of the state 
govemmmts. 

The tfdile here iildloetes Uw progress of development 



Here Is a job for a good deidunt hoy tnm Mysora. 
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all vinogi<s were without road outlets to the outer world and 
a further 34 per cent of villaces was served only by kuteha 
approaches, which became unpassiiblc in the rainy periods. 

This brings out the vast dimensions of the problem and 
underlines the need and urgency for a concerted effort 
not only to make up for the past backlog but also to cat.m 
up with the progress which is envisaged under other fields 
of deveioimient having a direct bearing on our rural economy, 
eg., irrigation, mantfring, animal husband, improved farm¬ 
ing, etc. 


financial limitations are the main bottleneck in the way 
of making speedy headway in the matter, tn view of the 
constitutional responsibility devolving upon slates for the 
development and maintenance of rural communications, the 
initiative and action rests mainly with them. In order, however, 
to ensure that some funds arc provided specifically for rural 
roads, the draft outline of the fourth five^ar Plan envisaged 
that the state governments should earmark for rural roads 
specifically a sum equal to at least 2U per cent of their roads 
allocations and that the centre would provide to them a 
grant-ln-aid equal to 40 per cent of that 20 per cent as part 
of the overall coitral positive assistance to states. However, 
in spite of this positive initiative on the part of the central 
government, not much progress seems to have been made. It 
is hoped that, in the years to come, the state governments 
will be able to allocate larger funds for the improvement of 
their rural communications. 

Concrete Suggestions 

Recently, this matter also came up for consideration at 
the seventh meeting of the Transport Devdopment Council, 
which was attended by the representatives of all the state 
governments at the ministerial levd. In order to ensure the 
provision of larger funds for rural roads, the council recom¬ 
mended that, as against the present 20 per cent, the earmarking 
of funds for rural roads by tim state governments should be 
raised to 2S per cent. They further recommended that concrete 
suggestions, priorities and proposals for rural roads should 
be formulated by the states for framing their plan proposals 
and that the state governments should also devise measures 
for ensuring that the amounts earmarked for rural roads are 
actually spent on them and not diverted for other programmes. 
These recommendations have been communicated to the slate 
governments for being kept In view while formulating pro¬ 
posals for their fourth five-year Plans. 

In order to assist the state governments In the formulation 
of realistic programmes for the development of rural roads 
under the fourth five-year Plan, the Government of India 
appointed some time bock, a one-man committee consisting 
of Mr H. P. Sinha, a fornocr Director General (Road Develop¬ 
ment), to assess the requirements of rural roads in the country 
os a whole, suggest a phased programme for their development 
and advise upon a mechanism lor thtir proper maintenance. 
The committee submitted its report recently. Copies of the 
report have since been sent to state governments for keeping 
in view the recommoidatloDS of the committee while formulat¬ 
ing their fourth Flan proposals. 

The committee envisages the development of a total length 
of 9,54,400 kilometres of rural roads over a period of 20 years 
made up as under: 

Other District Roads 2,30,400 kUometres 

Village Roads 3414,000 kilometres 

Total: 5,54,400 kilometres 


The development of these roads, as low grade all-weather 
roads. Is estimated to involve a total expenditure of Rs 1430 
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crores yread over a period of 20 years. The objective under¬ 
lying the programme of rural toads recommended by the 
com^tlee ie that over a peAod of 20 yearx. It should be 
Dossible to bring every village 

(1) in a developed and agricultural area, within four 
mfles of a metalled road and 1.6 miles of any road; 

(li) in a semi-developed area, within eight miioff of a 
metalled road and three miles of any road; and 


(ill) in an undeveloped and uncultivated area, within 
12 miles of a metalled road and five miles of any 
road. 


The committee has not suggested any programme foi 
individual states. Its assessment is for the country as » 
whole. Since, however, the requirement is very heavy, the 
committee has suggested certain prioriti^ In the development 
of rural roads in the various regions of the country. These 
priorities are indicated below: 

(i) Give preference to those areas where special steps 
have already been taken for rapid tiae of production 
such as the Intensive Agricultural Devdopmenf 
Programme blocks. In such areas, the roads will 
not only bring quick results but will also pay for 
themselves. 

(U) Select those villages which are located near an 
existing road system so that those villages could 
be connected to the road system by constructing a 
few short lengths of rural,roads; 

(iil) Give priority to backward areas where road com¬ 
munication would open up the countryside and 
generate all-round activity; and 

(iv) Selection of areas which do not have any other 
means of transport, e*. railways. 

The committee has added that In order to meet the various 
conflicting claims for priority. It would be desirable to set 
apart a certain percentage of the total budget among the 
various areas. The largest share, soy, 40 per cent should go 
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AMANIHSTlIllllinTOWOliL 


To develop to his full stature. Earn a livelihood. To support his family and contribute to ttia 
Increasing productivity of the nation. 

Lie helps to provide and create Jobs by supporting industry and aoro>industiy. Total investments 
rose to Rs. 1.207 crores by March 1968, making UC the single biggest investor in India. Of this. 
Rs. 203 crores have been Invested in a wide range of industries In the public and private sectors. 
Every growing industry needs other Industries to feed it Thus an intermeshed Job structuie 
evolves and grows, creating tnote Jobs for people all over India. 
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Come... 


save 

with 

us 


• Your tsvingi with U8I earn Intomt 

on Saving* account (a; p.c. per annum, 
o.iTarm deposit* ® upto 6j| p.c. par annum. 


• Your savings with UBI enable you to 

apand your money axaetly when you 
need It 

# Your savings with UBI finance the 

nation's aconomic development 
through its loans to 
business, industry, agriculture. 
Government and for exports. 



VRitod Bank of India Limited 

dteC. b H*Mt Offin' * Cliv* Ghsi Sunn. C«ttHitu-t. 

uarsi/H 



008 BRANCHES IN DELHI 


1) lS/4. Asal All Road; 

3) M/S, ConiMttcht Circus; 


2) 48-4S, Chudiii Chowk; 

4) Hotel Oberol Intereontlnental, Wellceley 
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to the first as that IttvesUncAt will bring tha maximum early 
return. The other three could each be allocated 20 per cent 
of the total funds earmarked lor rural roads. The intcr-se 
priority in each category can be decided upon tbe baFis that, 
wherever the public provide free land and their share of 
expenditure earlier, such areas should have higher priority. 

The problem of rural roads docs not end with the initial 
construction of new roads. It is even more important to have 
a satisfactory arrangement for their maintenance. At present, 
there ere no satisfactory arrangements for the proper main¬ 
tenance and repairs ot roads in the rural areas, cspectslly 
those constructed through the various self-help schemes, m 
order to ensure that the thousands of miles of roads which 
are being constructed with public participation under these 
programmes retain permanent utilit}’, it is essential that soon 
after their construction, the slate guvemmemts or other local 
authorities concerned should take them over for further 
improvement and maintenance. Unless such action is taken, 
Ihe entire work done under the various self-help schemes will 
go to waste. 

This also brings in the problem of proper co-ordination 
in the development of rural roads. At pre-sent, nearly half-a- 
dozen agencies deal with rural roads, e.g., panrhaynt samiUs, 
panchayats, zila partshads, community development authorities, 
state PWDs, etc. In order to ensure that the development 
of rural roads proceeds in an integrated maimer, there should 
be district development plans which should, in turn, be m 
drawn up as to dovetail with the development plans of tlic 
state. Actually, most of the states have already drawn up 
such district development plans for rural roads. Further, 
there should be an arrangement to provide sound IcchniccI 


guidance for the proper development mainlenance of these 
roads by the various local bodies. At the last mrcMng of tb? 
Transr-ort Development Council held in M.vBorc in June 1063. 
it was i-ecommeiuled that r.il the state governments should set 
up separate highway depai Iments with a Ecparole cell for rural 
roads. To bi'gin with, it may enough if such rund c<l!s 
are createil by all thi« stales in thoic PWD organisations. The 
Ckivemnient of Tamil Nudu has ali^ady a separ.-iie d pur:- 
ment for dealing with highways .md rural works. The tost 
but not the lea.st important point to bi* emphasised Is the cost 
of constructing these roads. As is well known, our resources 
arc limited and the demands many. In order, therefore, to 
tie able to derive the optimum results within the available re¬ 
sources and other competing claims on those limited resources, 
the country should give serious thought to the cost aspect. 
Actually, no programme for the development of rural roads 
which does not ensure the use of the locally nv-.iilable materials 
can be practical for thi* country. Research and investigations 
in lliis direction are already being carrieil nut in our research 
laboialories and steps have been taken to apply the results 
of the research to the constniction ot low-cost roads on a 
field scale and to popularise the promising new techniques. 
Whiit is needed now is on evaluation end follow-up of this 
action and planned programmes for its extensive utilisation. 

In conclusion, it may be reiterated that the development 
and e^plln8ion of rural roads Is an essential condition for 
the development and dispersal of economic activity on a 
national scale such as will secure not only the acceleration 
of I'conomlc giowth but also widespread d stribution of its 
lienofits among the rural masses of IntUa. Rural India needs 
a lobby for its road requirements and It is only (-nlightened 
and progressive pubUc opinion that eon give the necessary 
impetus for rural roads, which is the key to rural progr^s. 


Educational Inflation 

K. SANTHANAM 


THE COUNTRY is suffering from a triple inflation. The first 
and most serious is that of populatlim. While some brave 
attempts are being, made to control population and diminish 
its growth, it is a long-term process. In the short term, a 
reduction of the death rate through improved sanitation and 
medical relief is likely to be greater than the reduction of the 
birth-rate through the family planning campaign os it is being 
conducted now. 

The second inflation is that of money which has playml 
havoc with the economy fear the last four or five years. This 
has been discussed so thoroughly that 1 need not say anything 
about it except that I hope the fourth Plan will not give rise 
to a new inflationary spiral. 

The third inflation is that of education, on which suffi- 
-cient attention has not been bestowed. It has often been claim¬ 
ed that the greatest achievements of our planning are in the 
field of education. This is partly true. The enrolment in the 
primary atage has rism from a little over 19 million in 1960-51 
to, over 51 million in I96S-66 and may reach 70 million in 
1970-71. In terms of the percentage ot the age group 6-11, the 
rise will he from 42.62 to 92.2. ^ our goal Is universal pri¬ 
mary education, this is an achievement to be proud ot, though, 
if we turn our attention to the calibre of the elementary school 
teachers and the quality of education they are imparting, our 
rejoicing will have to be considerably moderated. In the age 
group 11-14, tlM enrolment la expected to reach in 1970-71, 
over 47 milUon against 19 million in 1950-51. The quanUta- 
tlve increase is to be welcomed as the Constitution has enjoined 
universal compulsory education even tor this group. Hero 
again, it is the quality that requires a great deal of attention 
and Improvement 

The mirolment in secondaty education (classes 9 to ID 


has increased mini a million to nine million. Thougli even the 
latter is only 22 per cent of the ago group 14-17, the major 
issue is whether the employment opportunities for this group 
have expanded proportionately. As in other countries, edu¬ 
cation is becoming universal up to the age of 16 or 17, it 
may not be a matter of serious concern oven if a percentage 
of persons with secondary education have to revert to 
agriculture or weaving or other traditional occupations. 

Close Relation 

It is when 'we come to the stage of university and technical 
education that n closer relation between education and emidoy- 
ment has to be established. The enrolment in the universities 
rose from three lakhs in 1960-5t to u lakhs in 1986-66 and 
Is expccteil to reach 16 lakhs in 1970-71. In the case of 
technical education, enrolment in the diploma courses increased 
from 5,000 to nearly half a lakh in 106i>-6a with capacity for 
additional enrolment of nearly .^500 per year while to the 
degree courses the increase was from 4,J20 to 2-1.700 with 
capacity for increase of over a thousand jier year. 

So far as englnecitog and other technical degree and 
diploma holders are eoncemed, the increase In the number of 
engineering colleges and their enrolment capacity arc supposed 
to be based on a steady expansion of growth in the notional 
income of not less than 5 per cent annually. But during the 
third Plan, the actual increase wns less than half of ibis rate 
and since the i*nd of this Plan, thci'e has been practically 
economic stagnation. As a result, a large number of quaUfied 
tcchniral personnel are unemployed. The actual figures are 
not avaite ble but It is surmised that n third of the graduates 
aad dtplomB balden trom the eneineering coUei^s and poly- 
technics are not able to find suitable employment 

In the case of graduates of arts, science and commerce 



from the univenltiee, no real effort vaa ever Haade to eo* 
ordinate even on paper the annual output to life Mope for 
employment in the servlres end industrial oreattfsation':. I 
douiit if even half the number oi si-..uua.e!i une.si.i;> from 
the universities are able to find reasonable employment. 

While the numbers have increased, the quality of higher 
education both in the general and technical fidds Ims deci ned. 
In the draft fourth five-year Plan, it is said: "A survey 
In 1964 revealed the engineering colleges and polytechnics had 
an overutl shortage of 35 per cent in teachers, 83 per cent 
in equipment, 51 per cent In Instructional buildb^ and 85 per 
cent in ho.stels. As a result, there Is a high rate of wastage 
particularly in polytechnics.” In the field of general education, 
the position is even worse. One of the consequences of deterio¬ 
ration of quality on the one hand and the diminution of chances 
of employment on the other is the growing student unrest -nd 
indiscipline. During the first 10 years of Indepi ndence, the 
students were so confident of employment ns soon as they 
finished their educational courses that except in a few places, 
there was no student unrest. In the last two years, it has become 
almost universal. On the most flimsy pretexts, students walk 
out of- their classes and stage umruly demonstrations. The 
recent outbursts, occasionally resulting in violence, wh'ch have 
been witnessed in Madras against the change in the t mlng 
of the English news broadcast from 8 a.m. to B-16 a.m. shows 
the extent of the malady. It is difficult to imagine why the 
students should be disturbed at such a change though it may 
be confessed it Is no less difficult to understand why the 
authorities of All India Radio should disturb the English news 
timings to accommodate Hindi news, knowing fully well the 
state of fanatical Hindi phobia which has developed among 
certain sect ions of the student population in Tamil Nadu. 

ili|;ent Measures Needed 

1 am convinced that urgent measures are needed to check 
the educational Inflation. In respect of technical education, 
the only measures which need be taken arc stem refusal to 
permit the opening of new technical institutions and restric¬ 
tion of enrolment to the capacity for employment. This will 
undoubtedly be difficult as both the state governments and 
technical iMtitutions do not like to face the unpopularity of 
rejecting large numbers of applications but this should be 
much easier than facing the consequences of large-scale im- 
cmployment later. 

With respect of graduates of arts and sciences, this pro¬ 
cedure is not practicable. Even if no new colleges are per¬ 
mitted, the output of the existing institutions is bound to be 
considerably in excess of requirements. Two solutions may 
be considered in this connection. Mr R. A. Gopalaswaml, ICS, 
who held high offices in the union and Tamil Nadu govern¬ 
ments and whose lost offices were those of chairmanship of 
the Manpower Institute and membership of the Education Com¬ 
mission, has proposed a radical solution. He has suggested 
that educational training for the higher services of adml^ils- 
tration should be separated from general university education 
and made into a special course in the same way as engineering 
or medicine. In other words, a new course for management 
end administration should be started in every university for 
which only such numbers of students of talent should be 
admitted as are likely to be absorbed by the services. The 
possession of a degree in tbis course will lx; a condition prece¬ 
dent tor appearing in examinations held by the union or state 
public service commissions. This undoubtedly is a logical 
solution for co-ordinating higher non-technical education with 
service requirements, but unfortunately it may paralyse the 
university education in general ns most of tlu* students Join¬ 
ing tlie science and arta courses arc gambling on the chance 
of entering the services. 

Another solution for the inflation in higher non-technical 
education la to raise the minimum educational requirements for 
the services. It is possible now to insist that even for the 
clerical grades, a degree should be the minimum qualification 
while a post-graduate degree may be made the minimum for 
admission to UPSC examinations. In one way pr another, 
it is imperative to co-ordinate the output in universities with 
the actual requirements of employment in administration, edu¬ 
cation and non-government establishments. The contention 
of educationists that the main ohJeettve of education should 
be knowledge end culture and not em^yment was perhaps 
true while education was the monopoly of the richer daises 
but today it is a daptrap which can only lead to dangerous 
social unnst 



growth in world air traffic was 12 per cent in 1968 over 1967. 
We did a shade better. 

Our corresponding growth in air traffic was 17 per cenh 
We carried 1.87 million passengers in 1968. 

But that's not all. 

In 1969 we hope to carry 2 million. 

And at among the lowest fares in the world. 

You may think It fantastic. 

But It's true. 

In fact we even offer an air-tidiet for just Rs. 7i4 
When you fly from Kemalpur to Khowai In Tripura. 

No wonder people talk so much about us nowadays. 

We're giving them a chance to do eo. 
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The Nid-Term Elections 

Our Cumipcndtnt 


THE MID-TEHM electiong, forced on the four states-UP, 
E|lhar, West Bengal and Punjab—by the inability of any one 
party to secure a stable majority, are, in terms of the popula¬ 
te covered and the number of voters involved, a miniature 
generai election. The fortunes and the welt-being of approxi- 
aaatply 170 million people—one Uiird of India—are affected; the 
voters number around one hundred million, five million more 
than in the 1867 general elections in the four states. Some 
1100 seats are at stake; there are 6656 candidates (must 
of them set up by some 30 political parties, recognized and un¬ 
recognized) contesting those seats, though this number is less 
iw 116 compared to the number of candidates in the 1967 
general elections. 

It will be recalled that lor varying periods all the four 
states were under non-Congress or ad hoc coalitions embracing 
diverse and sometimes opposing elements in unhappy alliances, 
though they called themselves by such an attractiv'e term as 
the United Front or allied one. The cementing force of these 
alliances was antl-Congresslsm; the positive canient of the 
alliances was not adequate to keep them going. Defections from 
one party to another, often motivated by political opportunism, 
added to the uncertainties of support which the coalition gov¬ 
ernments could rely on. The result was the imposition of 
President’s rule in these states, though onlv for a temporary 
period. In retrospect. It seems correct to say that the Imposi¬ 
tion of President's rule was a salutary restraint on power- 
hungry politicians and unscrupulous political parties. The eiec- 
torate has now an opportunity to correct them. 

Aa noted above, there are some 30 political parties and fac¬ 
tions in the field wooing the electorate. The major contestants 
are, of course, the nationally recognized parties—the Congress, 
the Jana Sangh, the Swatantra Party, the Samyukta Socialist 
Party and the Praja Socialist Party. In UP and Bihar, in addition, 
ex-Congressmen organized in the Bharatiya Krantl Oal and the 
Lok Tantrik Dal are expected to give a tough fight; in Bengal 
a United Front of several leftist parties is challenging the 
Congress; and in Punjab the Akalis have a sizable following and 
their joining forces with the Jana Sangh is expected to have 
an Important impact on the results of the elections; the two 
communist parties everywhere have some support. 

Electioii Promises 

What do the parties offer to the electors? It is. of course, 
understood by the voters, from the experience of four general 
elections, that election promises are not to be taken too seri¬ 
ously; nevertheless these programmes offered by parties have 
some value in so far as they indicate the broad political ap¬ 
proach which they have in mind and which they may, according 
to circumatances, think of impl«nenting. It will be adequate 
if we illustrate party programmes with reference to the largest 
of these states, the UP. It is natural that the election mani¬ 
festoes issued by the various parties here are a resnonse to 
the acts of commission and omission of the SVD government 
(the Samyukta Vldhayak Dal) during its lOnmonth existence 
(I avoid the term ‘rule* because it hardly ruled) in the slate. 
‘Hius the Congress harps on stability of administration: the 
Jana Sangh draws the natural lesson that a coalition govern¬ 
ment needs for Its success like-minded constituents—an un- 
exceptiowble condusloa. The Bharatiya Kranti Dal, which 
Ifr Cham Singh (former Chief Minister in the SVD govern- 
molt) has organized, states in Its manifesto that the party “does 
not believe in methods of political agitation and propaganda 
which are not baaed on Gandhlan prindplat of trutt and non- 


As we go to the press, the resnlts of the mid-term 
elections are still coming, and, therefore, an analyalB of 
(he election results most wait for indusion In our next 
issue. In this article, a background analysis is attempt¬ 
ed indteating the programmes of parties and the numl^ 
of candidates contesttng the eleellons, and glvhig some 
account of the electioneering campaign which, la u 
democracy. Is most crucial In Alermlning the reanlta at 
the elections and the kind of governmenta that may 
be formed. 


violence’’—a reaction to Mr Cbaran Sbgh’s own experience aa 
Chief Minister when tho constituents of the ruling coalition 
themselves organized agitations and created problems of law 
and order. Fasts unto death, gheraos, dhamas and civil dis¬ 
obedience are the surest invitation to chaos; the DKD, if re¬ 
lumed to power, would curb “with a stsong hand all subversive 
and disintegrating tendencies whether they raise their head in 
the name of political ideology, region, language or community.” 


On the other state issues such us economic problems, cor¬ 
ruption and language policy, the parties have much to Ba.y. but 
lack of apace prevents their mention here. 

Coalition Ruled Out 

On one issue of more than local importance, aometbing 
must be said; whether, if no party gets an absolute majority, 
the parties will be willing to form coalitions. The SSP rules 
out a coalition with the Congress in all circumstances; the 
Swatantra Party chairman would like the Congress to share 
power with other democratic parties if no party secures an 
absolute majority; the general secretary of the Jana Sangh 
thinks that “as things stand, a coalition with the Congress is 
ruled out"; this, as Mr A. B. Vajpayee, President of the Bhara¬ 
tiya Jana Sangh, stated clearly on January 28, 1966, means 
that “the Jana Sangh has decided to keep the isaue open”. 
The spokesmen of the Congress have been affirming that coali¬ 
tions are, tar the time being, ruled out. "We will not share 
power with any one else. If wo are not returned in an absolute 
majority, we will remain in the opposition". Public opinion 
polls seem to Indicate that no party is likely to command an 
absolute majority in any of the four states; it their verdict 
comes true, will the Congress continue to remain in the opposi¬ 
tion? Too soon to say. 


Finally on electioneering. The newspapers abound with 
reports from correspondents and special correspondoits re¬ 
garding the methods of canvassing votes adopted bv parties 
and candidates as well as the response of tho voters to their 
call; some of this material must be considered valuable original 
source material fw the political scientist who would like to 
analyse the foundations of democracy in India; it is to be hoped 
that universiticB will give attention to preserve the material and 
turn some of their scholars to work on it Here, for instance, 
is the reaction of a woman voter in Allahabad. When told 
that Congress would, if returned to power, secure staMlity to 
government, quite sensibly she said that Ability is a means 
to an end; what would Congress use the stability for?~a 
question wltich must be in the minds of millions of voters who 
have not experienced any sensible fulfUmant of their rising 
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expectations durinfi the yeans of stabte odmlnlatraUon under 
Congresa eovemments, 

Apart from the growine maturity of the elaetorate which 
the above noted response of the voter indicates, a study of the 
electioneering reports shows (a) the growing expensiveness of 
elections and the consequent impact of money power In poli¬ 
tics; (b) the greater political consciousness shown by the rural 
woman voter; (c) the part that casteism and communalisra 
continue In play in electionoering; and (d) the more satis¬ 
factory arrangements that are being made by the Election 
Commission for the conduct of elections. 

(a) In a vast country such as ours with milltons of voters 
spread over several square miles of territory, elections are 
naturally costly: election literature and its distribution, con¬ 
tacting the voter through cars, jeeps; buses wd buUock-carts, 
arranging election meeting, the employment of agents—all cost 
money. The Election Commission's permissible maximum on 
expenses for an Assembly candidate for UP is somewhere 
around Rs 9,000; in practice reports say that on the average each 
contestant will spend some Rs 30,000. The total for some 6600 
candidates may well come to Rs 20 crores. (The four state 
governments, it is reckoned, will spend Rs 3.S crores to cover 
revision of electoral rolls, allowances to election staff etc.) 
It is sufficient here to say that the greater the electioneering 
expenses, the greater the influenc of money power in the poli¬ 
tical processes—clearly undemocratic. It Is time that a serious 
study were made of how election expenses may be reduced, if 
our democracy were to retain its basic values. 


(b) That the rural woman voter is showing greater aware¬ 
ness of the meaning of elections and is prepared to exercise 
greater Independence of judgment is a welcome development. 
The following report from a roadside village on the Delhi- 
Aligarh road to most interesting. “When it comes to voting, 
the women of Chittera and villages nearby are very indepen¬ 
dent, They vote as they like. It to quite on the cards that the 
men will vote one way and the women another". 

Cutcism & Regionalism 

(c) Reports of electioneering confirm the trend already 
observed in previous elections that casteism and regionalism 
continue to play n part in the choice of candidates and the 
candidates' appeal to the voters for their vote. Here to one re¬ 
port : “Caste and regional considerations rather than national, 
political or even party labels will decide the fate of the candi¬ 
dates contesting the mid-term poll in this smallest district of 
Punjab". There are. it to true, bright exception which suggest 
that some parties such as the Congress and the communist cut 
across caste loyalties, but those exceptions only prove the rule. 
The wonder is that in strict political theory, political parties' 
very function to to serve as an integrating force (as ttey are 
to consist of members, irrespective of community, who consider 
public issues from a national point of view) which in practice 
they rarely perform. 

(<l) To ensure that voting is fair and free, several steps 
have been taken by the Election Commission. More polling 
stations have been opened—to ensure that a voter will not hove 
to walk more than two miles for the exercise of his franchise; 
necessarily, more polling personnel have been employed (there 
will be a total of some 450,000 polling personnel); a code of 
conduct has been framed tor political parties, a rule has been 
introduced by which presiding officers sign in full the ballot 
papers before the papers are handed over to the voters; and 
finally, instructions have been issued by the commission to ail 
election officers to behave in the most Impartial, noa'i>artisan 
and neutral manner and without fear or favmir while perform¬ 
ing their duties. Thus an administrative framework at least 
has been provided for a free and fair election. 
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An Assessment of International Trade 

U. N. GHOSH 


INTERNATIONAL TRADE has becoma iocreasingly compli¬ 
cated in theory and practice in this century. It is now not 
only the business ot traders but also a pain In the neck of 
governments and a big headache for economists. The traders 
have of course the simplest of motives, namely, profit-making. 
They are actuated by nothing else whether the trade is tree 
or shackled. But governments laced with a multiplicity ot 
motives are often distracted, particularly in the developing 
couBtries. Between development needs and run-on adverse 
payments balances they often are driven to contradictory 
IKdiclea. As a matter of fact, economist Harry G. .Tobnsun 
thinks that a great deal of the measures taken by the develop¬ 
ing countries with respect to trade should not he the same as 
those adopted by the developed countries ('Policy Obstacles 
to Trade imd Development'), and that much of the difficulty 
that “the less developed countries encounter in increasing 
their exports is of their own making". It is certainly necessary 
to examine carefully how far this is true, though Johnson 
also admits that the attitudes of the developed countries and 
their policies are also contributory to the dilficulty in some 
manner. Whet is, however, stressed here is the complex natiae 
at the problem that existing trade presents to the developing 
nations vis-a-vis development. 

Some ecoDomislB such as Hollis B. Chenery (’Comparative 
Advantage and Development Policy’} frankly state that the 
principles of resources allocation of growth and trade aio 
in conflict and so they naturally lead to contradictory policy. 
Indeed this is also a point that needs very close re-examinutlnn 
of the existing situation by governments, for It is a view that 
is supported by several economists such as Nurkse, Prebisch, 
Baloch, Mynlal and others. It is necessary that trade should 
be so oriented as to satisfy the development needs of not 
any particular less-developed country but of all of them 
so that the trade principles might be reconciled with develop- 
moit principles as there is no inherent contradiction between 
the two. 

Reconciliation Task 

One may suggest that such reconciliation is the particular 
task of economists in the post-war period. At any rate, 
Mr James D. Theberge's hook* encourages that view, for several 
articles here re-examine the practice and the theory ot 
international trade as it was formulated by the classical 
oconomlsts. beginning with Adam Smith. Adam Smith’s ‘vent 
for surplus’ and ‘productivity’ have been recovered as it were 
by H. Myint (’The Classical Theory of International Trade 
and the Underdeveloped Coimtries*) and Richard E. Caves 
event for Surplus Models of Trade and Growth'), to show 
how an isolated country may start development at the least 
possible cost and to correct the classical theory of comparative 
costs, or at any rate to fill out the omissions in the 
statement of theory. However, the point is that so far there 
has not been any theory of international trade other than 
that of comparative costs, on which most of the economists 
depended In later times, extending it as In the Ohlin-Hcckschcr 
esse,—or relating it to welfare as has been done by Meade. 
It is, therefore, necessary to restate it, without being ns 
dogmatic as Gottfried Heberler. 

The comparative costs theory is not concerned with deve¬ 
lopment in any direct way. It only states an obvious possibility 
that if each country produced (given full intehral mobilliy and 
rasourees) «hat costa it the least comparatively and exchanged 
these freely to satisfy all countries’ needs, there would be 
benefits for every country concerned, and the development 
of the world economy as a whole in the existing conditions. 


On the face of it, this is impeccable if one grants the skewed 
distribution of resources and Immafaility of fiicLors In the 
international order, and. of course, labour costs. Whether 
trade practice followed this is nut known, but it was not a 
conclusion drown from empirical evidence. Trade was swayed 
by political interests rather than economic. It was a mix-up 
of political with economic interests of the advanced western 
nations by which the world wos divided between the western 
industrial producers and the primary producers of the rest 
of the world. This picture was supi.osed to conform to the 
theory of comparative costs. But thm in the cas,; of primary 
producers, mostly colonies and depwidencies created in the 
days when "trade followed the flag”, the pructee of trade 
contained deterrent forces, as Jonathan V. Ijevin has shown 
(’The Export Economie!;’), deterrent to development proper. 

At any rate, these primary producers feel that the way 
their countries were developed by traders has caused in ihe 
course of time the terms of trade to move against them, and 
that they have been exposed to frequent fluctuations in 
international trade. Here the cconcmlsts have been sharply 
divided in their v'ews, for from the some data they have 
drawn contrary conclusions. Nurksc, Myint, Chenery, Balogh, 
Myrdal, belong to one group while Maizels, Heberler and 
Caimeniss belong to the other group, though the last mentioned 
thinl>s that things might have been better for the primaiy 
producers. But what practice did cannot be blamed on throry 
which is after all based on a hypothesis that docs not claim 
to be based on inexhaustible evidence. H. Myint and Hollia 
B. Chenery and many others have attacked the classical theory 
while Gottfried Heberler has defended it—but probably the 
Intention of everyone is to reconcile trade and development 
ns this age, called by Eugene Bl.ick the "Age of Devrlopmcnt", 


Slaitetn &<ynomiii 25 yea.t6 

FEBRUARY 18. 1944 

That the war has imdoubtedly Increased the money 
income of the agriculturists and, in the case of a consider¬ 
able section has also brought about an improvement in 
their economic condition and standard of living cannot 
be denied. But before hasty inferences are drawn, it 
would be necessary to make a sample survey of the 
farmers' conditions in some representative tracts so os 
throw light on the various aspects of the question. Which 
classes of fanners have benefited most from the hgh 
prices now prevalent? How far and in what manner have 
they used their increased incomes to improve their stan¬ 
dard of living and to free themselves from debt? What 
about the smaller agricullurtsis? Have the inert ased 
agricultural prices been fully or more than fully neutralized 
by the increased cost of living? Again what is the disparity 
in the prosperity between growers ot one crop and another? 
Have the jute and cotton cultivators shared the prmperity 
equally with the growers of rice and wheat? What about 
the large class of agricultural labourers? Not until wc 
get answers based on carefully collected data for these 
and other questions can one venture upon categorical 
statements. We fain hope that the Agricultural Depart¬ 
ments in some provinces and some universltes will soon 
undertake a study on these lines and publish the results. 


• ta Trade and Development’; Ed. by James D. Theberge, M.A. (Qxon); PubUsbed by John Wiley A Sons. 

Ine, USA. 
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demands. But the point is. how to extend op elaborate the 
theory ot comparative coats so that instead'ot suggesting 
“movement along a static production poss.biUiy curve** there 
would be u dynamic economy with enlarged adapting and 
reshaping capacity lor every developing economy. It is no 
use denying or disproving that trade terms' have worsened 
tor the primary producers, nor that iluctuatlons hampered 
their development (Alasdair 1. Macbean, ‘Export Instability 
and Economic Growth’), for the plain irrefutable fact Is that 
while the industrially developed nations have grown richer, 
the primary producers have grown poorer, and mote disorga¬ 
nised, whether It is for demand deficiency in respect of primary 
products or supply deficiency, or for other reasons not directly 
related to trade. 

The developing nations or most of them are in an un¬ 
enviable position vla-a-vis the few developed nations, though, as 
Harry Jqhnson remarks, some of the difficulties may be of tMr 
own making. It may be that the measures pursued by thtm, 
e^., tariff for import control, discriminatory tariff so far as 
commodities of import go, quotas, protection for import 
substitution, etc., are dubious measures, as also capital Imports 
on long-term basis. But economists have not been able to 
agree as to which of these singly or in combination would 
be valid. None denies that trade may help, but the problem 
is to find out exactly how. Opinions differ on every one of 
the above measures, but each opinion is probably liable to 
be refuted by empirical evidence. For example, Johnson's 
'Tariffs and Eemtomic Development’ covers a fairly wide ground 
theoretically, in search of the ‘Optimum Tariff, but the 
essentia! problem Is that with dynamic systems wh'eh refer 
to an increasing variety ot new products, the optimum will 
change frequently. Besides, it is doubtful if the hypothesis 
behind the Optimum Tariff is realistic, tor international trade 
ia now much less sensitive to tariffs and has found ways o 
overcoming any obstruction caused by other devices, unless 


H is a case of complete protection! But even protection ia 
Justified by some (Everett E. Hagen, ‘An Economic Justification 
of ProtecUoniam’) while S. Preblach ia firmly in favour of 
import aubsUtuUmi. However, all this does not probably 
refer to capital exports (or imports), for it is now believed 
that capital accumulation Is necessary for develoinncnt, and 
to expedite it capital imports may be helpful. 

At any rale it is seen that in the Mtb century (and in 
the preceding) economists believed that the effect of fordgn 
trade was to help raise the general standard of living of the 
trading countries. Probably such an iUuaion was created by 
imports of luxuries. In tlie present century, it is more or 
less believed that unless tbe home economy is suflictmtly 
developed industrially and can give full employmrmt and s 
fair growth rate to keep pace with population increase, tbe 
general standard of living of a population would not riw In 
tbe way it should, and trade should be such as to help h 
rather than to hinder it. It is from this last point of view 
that the economists have been busy discussing problems and 
prospects. But the difficulty is that they would not look 
beyond the theoretic frames or models they choose or construct. 
As Chenery remarks, the contradiction arises from the assump¬ 
tions made, or should one say, from the various interpretation 
of the same! But then whatever theory or model may suggest, 
it ia necessary to see it foreign trade In practice is better 
than and different from what Keynes described as “beggaring 
thy neighbour". The reconciliation sought must be first found 
in practice and. as Jan Tinbergen is quoted by H. Kitamura, 
('Capital Accumulation and the Theory of International Trade!), 
tbe growth of the economy ot a country should not be 
considered as a problem concem'ng that cotmtry only, but as 
a part of the world problem of equilibriated growth. Only 
this approach will help to find the reconciliation sought br 
the economists in this volume. 
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WfNDOW ON THE WORLD 

Soviet Economic Reformers Await Breakthrough 

KONSTANTIN A KRYLOV 


IN SEPTEMBER IMS a plenary session ol the central CJin- 
mltMe of the CommunUt Party of the Soviet Union decided on 
economic reforms “including a series of Interdependent mea¬ 
sures for perfecting management and planning, the economic 
of production and economic incentives for the work¬ 
ers.” According to Soviet sources the reforms were necessary 
tH jicao) ;- previous practice had clearly shown that earlier 
mSthods of management and planning had proved unable to 

effectively with present-day economic demands and bad 
led to extremely wasteful use of manpower. 

In any economic system the main guide to its efficiency is 
the ratio of the physical volume of national revenue to the 
total fixed and productive capital of the whole economy. Corres¬ 
ponding members of the USSR Academy of Sciences Mr Khacha- 
turov, notes that during the 1939-65 seven-year Plan this key 
index fell steadily, from !>9.6 kopecks of national revenue for 
every rouble of capital in 1959 to 50.3 kopecks in 1965 ('Voprusy 
Gkonomlki’, No. 7, 1967, p. 46). For purposes of comparison it 
may be noted that in 1963 in the Soviet Union each rouble invest¬ 
ed yielded 53.4 kopecks of nuticmal revenue, whereas the cor¬ 
responding figure for the USA was 64 cents for every dollar. 
This poor showing is even more apparent in Soviet agriculture 
where, despite significant increase in fixed capital, the “volume 
of production has even slightly decreased" (ibid., No. 2, 1966. 
p. 138). 

The complete failure of the old methods of management 
and planning to meet the new demands for immense industrial 
growth and diversification ushered in by the new technological 
revolution, the growing risk of a disproportionate absorption 
of manpower into managment, planning and accounting (or 
the sharp deterioration in its quality if the old methods are 
preserved), and the low efficiency of the national economy as 
a whole are important, though by no mean.s the chief factors 
prompting the introduction of the economic reforms. To these 
must be added the aging and deteriorating condition of existing 
industrial plant, slow technological modernization, problem.^ of 
supply and capital investment (including purpose, distribution, 
planning, and assimilation). Furthermore, the need to improve 
the quality of many Soviet products has important political 
significance for the maintenance of Comecon, the east bloc equi¬ 
valent of the west European Common Market, and affects Soviet 
competitiveness in world markets and its prestige as the world'.s 
second industrial power. 

Change In Basic Structure 

The 1065 Party Central Committee plenary session devoted 
most of its attention to changing the basic structure of manage¬ 
ment, planning and techniques within enterprises; the bureau¬ 
cratic superstructure was not pruned at all: indeed, the number 
of union and union-republic ministries rose from 22 and 25 res¬ 
pectively in 1965 to 24 and 28 in March 1968, and their structure 
had more or less reverted to that existing before the Khrush¬ 
chev ministerial shake-up in 1957. To judge from the wording 
of the decree published after the 1965 plenum, it is this top- 
heaw bureaucracy which Is to blame for the lack of adaptability 
In so much Soviet planning. After referring to the urgent need 
for an “increase of production efficiency, growth in labour pro¬ 
ductivity. an increased return on capital Investment and basic 
production capital," the decree said that all this depended on 
“Improvement in the scientific level of state plannin g” which 
must be based on “realistic and objective calculations” and 
observe “the economic laws of socialism, guarantee balance in 


the economy, and achieve maximum industrial production with 
the minimum of expenditure." It alao insisted on better plan' 
ning and a reduction in the number of planning indices, removal 
of unnecessary, bureaucratic regulations governing the activities 
of enterprises and “improved use of such Important economic 
levers as profit, price, bonuses and credit" (’Pravda*, Septan* 
her 28, 1965). This was followed the next month by 
Party Central Committee and the USSR Council of Ministers 
decrees defining the mechanism through which the new eco¬ 
nomic reforms ware to be put into praetlce; also approved was 
the “Statue on Socialist State Production Enterprises,” which 
was intended to “significantly increase the rights, economic 
initiative and independence of oitcrprises" (ibid, October 21, 
1965). This statute named as the chief obstacle to the efficient 
operation of enterprises frequent official tampering with pro¬ 
duction plans and stated that henceforth changes would take 
place “only in exceptional cases and after preliminary discus¬ 
sions with the administration of the enterprise,’* This was a 
direct criticism of ministerial interference. During this period 
an inter-departmcntal commission of USSR Qosplan was formed 
Ui supervise the progress of the reforms, which came into effect 
in January 1906, when 43 factories and plants switched to the 
new system, many of them on a full proflt-and-loss basis. Tass 
reported on July 20, 1968, that mure than 13,000 enterprises, re¬ 
presenting SO per cent of ell industrial production and about 60 
per cent of all profits, are now working under the new ssrstem. 

Stren on Quality 

To assist industry to adapt itself to the new conditions and 
to simplify planning and to give a greater degree of indepen¬ 
dence to factoid managers, the number of planned indices was 
sharply redwed from .30 to 8; the hitherto most important index, 
that of gross production, which h.-id previously encouraged 
enterprises to produce goods merely for the sake of fulfilling 
their norms was replaced by some degree of market analysis, 
taking into account only the volume of production actually sold, 
forcing industry to produce only readly marketable goods 
and thus leading to an improvement in the quality of produc¬ 
tion. With the object of rationalizing the utilization ol fixed 
basic capital and averting the accumulation of unnecessary 
resefrves of machinery, equipment and materials, a levy of six 
per cent of the value of production assets was imposerl. Enter¬ 
prises were also given the right to liquidate their surplus fixed 
assets by selling their superfluous machinery, equipment and 
materials to other organizations. To speed up scientific and 
technical progress, which is considered to be the central pro¬ 
blem in the competition between the two world systems, a 
general demand was made for a significant improvement and 
more economically realistic basis In the planning of new tech¬ 
niques, above all in the field of capital investment Increased 
wholesale prices should be introduced in order to give the enter¬ 
prises a materia] interest in their output. In each undertaking 
a production development fund was formed, made up of “profits 
tax. depreciation allowance, and the proceeds from the sale of 
surplus equipment” (‘Voprosy ekonomiki*. No. 2. 1966, p. i05). 
These funds could be spent on financing capital investment for 
the introduction of new techniques and on other measures for 
improving production. To boost the workers’ interest in the 
performance of their enterprise, a material incentive fund and 
funds for social and cultural activities and hnii«iT . ft were creat¬ 
ed. These were mainly financed by deductions from profits. 

All these measures were taken to render money-exchange 
relationships more flexible and to make profitabUlty the guld- 
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Inc principle both within the enterpriccii themselvea and hi their 
(tealincs with other sectors of the economy su^ as transport, 
suppliers and financial orcans. Price reform was also to ploy 
an Important part 

The first three years have shown, however, that so far the 
reforms have had little positive influence on the principles of 
planning- The breakthrough has not been achieved. As before, 
“the choice of a more efficient variant of planning is largely 
empirical*' (‘Voprosy ekonomiki’. No. 3, 1968, p, 36), because 
the application of mathematical techniques and computers In 
national economic planning is still inadequate The old index 
of gross output, the chief cause of imbalances in production in 
the past, has been abolished on paper but continues in effect, 
bccaU-se its successor, the wage fund, was set up on the basis of 
data from the index of gross output ('Pravda', June 28, 1067). 
The new yardstick of “goods sold" achieved positive results to 
the case of commodities disposable through trade, but to the 
production of goods for disposal through the nuiterial and 
technical supply system there has been no improvement, because 
the market for these goods Is automatical assured bv the 
distribution system Itself. No significant improvement in the 
quality of goods has yet been roistered either. 

The establishment of a six per cent levy on production assets 
and permission to liquidate surpluses, to principle a perfectly 
veasonable measure, has worked badly to practice, because this 
six per cent levy is simply paid out of the enterprises' profits, 
which can be as high as 30 per cent or more, any improvement 
or deterioration in production leaves the workers and manage¬ 
ment more or less unaffected from the material interest noint of 
view. The liquidation of surplus fixed capital is restricted "by 
the complete absence or inadequate utilization of existing re¬ 
serve equipment” (‘Voprosy ekonomiki’. No. 11, 1966, o. 4), 
with the result that capital investment Is invariably directed 
toward.s the accumulation of superfluous assets. 

Progress Not Materialised 

The anticipated acceleration of technical progress through 
improved planning has evidently not materialized and at the 
national level planned targets are only being 80-90 per cent 
fulfilled (‘Ekonomicheskaya gazeta’. No. 21, 1088, p. 4). 
The arrangement by which loans from the State Bank for the 
introduction of new techniques may be repaid <mly from the 
production development fund “in certain cases puts a brake on 
technical progress" (‘Pravda*, May 21, 1968), because the size 
of the loan depends on the size of the fund, and “here arises 
the paradox; undertakings switch to a new system, but are 
placed to a worse position.” The Voronezh agricultural machi¬ 
nery factory, for example, where reconstruction would cost two 
million roubles "can receive in the next six years a loan of only 
755,000 rubles” (Ibid., February 14, 1968). Apart from this, 
the central plans do not provide sufficient supplies of mate- 
rials to enable these funds to be properly exploited and an en¬ 
terprise, even if it has the money, cannot acquire the neces¬ 
sary equipment and materials. Nor have the reforms been 
able to reduce the time needed tor the planning and construc¬ 
tion of new enterprises, which can be anything from seven to 
fourteen years, a factor which obviously retards the rate of 
technical progress. 

The chief beneficiaries of the new Incentive funds are in¬ 
dustrial management staff and engineering and technical per¬ 
sonnel. "At present the proportlim of bonus to a worker’s wage 
remains very low. Even to undertakings working under the 
new system it is only six to eight per cent” (“Voprosy dco- 
nomtki’. No. 4, 1968. p. 135). Moreover, the greater part of a 
worker's bonus comes from the wage fund, which does not de¬ 
pend on the level of profitability. A leading factory manager, 
Mr V. Ivanov, points out that practice has shown that the 
mechanism of the reforms still does not sufficiently encourage 
enterprises to step up production plans (Travda' February 14, 
1808). In fact, as Professor Uberman explains “the exiittog 


system for the formation, and es^ctolly tor the use of (tocen- 
ttve) funds compels enterprises to adopt lower targets” CFIano- 
voye khozyaystvo'. No. 1, 1968, p. 25). 

Tha conclusion seems to be that although the economic re¬ 
forms have had positive results, they have not so far Justified 
the hopes placed to them. They have skinuned the surface of 
Soviet ecimomic life but have not decisively changed its prin- 
dptes. The director of the Rostsel’ mash factory, Mr A. M. 
Merkulov. writes; 

In the first couple of years under the new conditions 
enterprises usually achieved high results, mainly at the cost 
of unused reserves which. If one may use the phrase, are 
lying on the surface. This is the conversion of above-nimns 
surpluses of finished products, a reduction in the reserves of 
material assets, the sale of surplus and unnecessary equip¬ 
ment, a curtailment of uncompleted production, etc. De^- 
reserves, however, melt away to the process of Improvement 
of technology and to the mechanization and automatlcm of 
production processes. (‘Ekonomicheskaya gazeta', No. 21, 
May 1968, p. 14). 

Inordinate Time Lag 

Merkulov is not alone in his opinion, and his statement fs 
representative for many others. Yet, it is these same “deep 
reserves” that the reforms aim to set in motion. However, the 
‘Pravda* leader of April 19, 1968, insisted that deep reserves 
must not be seized upon with a loud “hurrah,” and squandered. 
“What is needed Is bard, cmitinuous work and a single plan 
which hss been thought out in detail and which will Improve 
production technology, its organization and management. Only 
authentic scientific planning will produce the required results.” 
Here, however, “Pravda' misses the pofot. Up to July 1968. 
about IS per cent of the country’s enterprises, the largest and 
most suitable tor adaptation, were working under the new 
system. How long will it be before the other, economical^ 
weak concerns ate brought into the new scheme, and how many 
new problems will this pose? 

Marx’s law of labour value was for a long time the focal 
point of Soviet economic discussions. It was asserted that to m 
far as the Soviet economy has commodity production, Marx's 
law of value applies to it also. An analysis of Soviet economic 
practice soon revealed, however, that In order to take optimal 
economic decisions the value of such items as unexploit^ raw 
material reserves, land and water should be taken into account 
as well as that of labour. Value and price are the Instruments 
of this taw of value, which states that price is fixed by market 
forces, and only in this case does pricing perform its basic fuac- 
tlon as an incentive and an aid to distribution. Soviet economists 
seem to have finally grasped the point that planned prices are 
not an adequate substitute for market forces as a guide to the 
orientation of the economy. 

In 1967 the Soviet government instituted a reform of the 
wholesale price system to industry, to an attempt to bring 
prices into line with their actual value and to make most aec- 
tions of industry profitable. But because there was no funda¬ 
mental change to the principles of price-fixing, however, “the 
revision of wholesale prices to 1967 only resolved part of the 
task In this sphere" (“Voprosy ekonimUd’. No. 2, 1968, p. 156).' 

In the Soviet Union today nobody denies that a mailnk 
economy is necessary under socialism, and the only disputat 
are over the extent to which It should be introduced. 

It is most likely that to the foreseeable future market rela- 
tlcxuhips will come to iday an increasingly important role In 
the Soviet economy. Ovmomtog resistance, etep by step, 
market forces will pave the way for new economic ndatioa- 
•hlps. The resistance to this process is largely of a political 
nature, arising from apprstaenthm and lade of understanding 
on the part of some communist leaders and ingrained hablia of 
administrative control. 
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Business and Government in USA 

GERARD A. DONOHUE 


WASHINGTON; 

ANYONE OLD enough to remember the bitterness t]etween 
business end government, and business and labour in the 1930a 
must find the attitude of business leaders towards government 
and social problems today almost unbelievabte. 

A famed cartoon of the 'thirties showed a group of top- 
hatted "capitalists” and expensively dressed women; the cap¬ 
tion read, "Let’s go to the Newsreel theatre and hiss Roosevelt.” 
Government was regarded as some sort of necessary evil; and 
the less said about organized labour, the better. 

Today, there Is little difference between the goals of the 
United States, and the means of achieving them, between the 
leaders of the largest corporations and the President, whether 
he be Democratic or Republican. The Committee tor Ek;onomlc 
Developm«it (CED), a non-governmental organization com¬ 
posed of some 200 businessmen and educators, has Just issued 
a recommendation lor fiscal and monetary policies of the gov- 
emmmit that duplicates many of the ideas of President Johnson 
and undoubtedly will be studied closely by President Nixon, for 
some of his advisers helped prepare it. 

If such a committee had existed 3.5 years ago, it is safe to 
say it would have been lull of such recommendations as 
"balance the budget"; "cut taxes;" "reduce government regula¬ 
tion of business” and "crack down on labour". It is quite re¬ 
vealing and significant that not one of the above demands is 
mentioned in the present report. There is no less belief in a 
free and competitive economy; there is rather a deeper under¬ 
standing of the role that government does, and should play, 
in achieving economic growth with stability and in solving 
social problems. 

The CED, lists the objectives of the nation's economy this 
way and in this order: “A high level of employment; general 


price stability; economic growth and equilibrium in our inter¬ 
national payments.” Pew government or labour leaders would 
disagree with these objectives. The committee holds that the."* 
goals can best be attained in an oivironmcnt of poliiical, social 
and economic freedom. But the CED also realizes that 
of the vast size of the government, with its power to tax and 
spend, to Inid and borrow, the way in which it uses that 
power through its fiscal and monetary policies, will have much 
to do with whether those goals are realized. 

The business leaders believe that the government should 
manage its financial affairs to ensure that the resources of the 
nation are used in the most efficient manner. This means that 
the government must weigh carefully the effects of government 
expenditures against the effects of private expenditures on the 
overall etnnomy, and attempt to maintain tax levels at such a 
rate as not to discourage private investment. They believe, 
too, that government must stimulate the economy if perform¬ 
ance falls short of potential, or restrain it, if inflation threatens. 
But perhaps even deeper than the changed attitude towards 
government is the growing sense of reGtonsiblllly of business 
leaders towards the overall problems of society as a whole. Now 
that they feel that the economy can be managed to prevent 
depressions or inflations, they are turning their talents and re¬ 
sources towards the social problems of the cities: air and water 
pollution, housing and the discontent of many of the young and 
the Negroes. 

This may sound surprising to many—and will be greeted 
with laughter or derision by some, both in the United States 
and other countries, but 'Fortune' magazine, published by the 
same management as 'Time' and ‘Life’, said in an editorial 
calling for increased co-operation among all Americana to 
achieve national goals, that “business is, in fact, rapidly be¬ 
coming the most important activist liberal force in the country,” 


Confidence Nay Follow Convalescence 

E. B. BROOK 


VIENNA: 

WITH THE first month of the year gone the usual flutter of 
estimates and forecasts that come with the sense of new 
beginning around January 1 have disappeared and been for¬ 
gotten. In their place, more helpfully. Is some indication of 
how the year is actually shaping. Fortunately, so far. the 
shape is calm and cautious with conditions less panicky and 
with sensible voices speaking of a need for calm and convale¬ 
scence. 

There are a number of patients, as it were, in the monetary 
world, foremost among them the international mcmetary 
system itMlt. One of Europe’s most level-headed bankers. Dr 
Otmar Emminger, a member of the directorate of the German 
Bundesbank, has advised a fairly long convalescence for the 
monetary system, with no more experimentation, crisis meetings 
■at economists’ bright ideas. What money needs is a fairly long, 
perhaps uninteresting, period of calm so that confidence may 
grow again. 

Dr Emminger is not alone in advocating a iwriod of re-st. 
The Common Market’s finance ministers and the central hank- 
era have showed themselves to be in no hurry, nothing outstand¬ 
ing is ex'pected of the Common Market Commission in its pro¬ 
posals due far mid-February, for meeting currency crises. Presi¬ 
dent de GeuUe, who has made it clear he Is in office till 1972, 
will not let Britain into the Market in the meantime and the 
West Germans wlU do nothing experimental at least until they 
have their September general election well out of the way. 

At the moment, with the new US administration getting 
under way uid the sterling n»klng a sU^t recovery, Europe 


is experiencing an uncommon period of quiet which is almost 
precisely what the banking doctors have ordered. 

There is beginning, as a result, to be a litUe more confi¬ 
dence. Not too much should be made of this, for money markets 
appear to be among the world’s most sensitive institutions. Even 
if there is a little more confidence, so much of it has been 
shaken or lost that rustoration will take a long time. Inter¬ 
national monetary conferences or experts’ mqulries and M> 
commendations would only throw international trade and 
foreign exchange markets into new uncertainties without much 
prospect of practical achievement. 

The Patronat. the French wnployers’ association, is in no 
doubt of the need not only for quiet convalescence but for more 
vigorous recovery. It has stated that, to avoid a devaluation of 
the franc—in spite of superior reassurances from the Elyaefr— 
there must be no increase In French workers' wages this year, 
the French government must make further drastic cuts in ex¬ 
penditure and productivity and sales must be stepped uo suffi¬ 
ciently to absorb the cost of wage increases made since tho 
beginning 1909. 

These minatory remarks may be a tactico! first step to¬ 
wards the tripartite talks coming in March between French 
employers, workers and the government. Bui France and 
Britain remain economically the sick men of Europe and of 
the two, France Is probably more sick than Britain since it 
appears to be the more internally divided In purp is?. Britain 
knows H has an economic sickness and acts according. 

It Is to West Germany that one must turn in Europe to 
find anything approaching the thrusUul American spirit in 
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finance and commerce. In Ilcrc Franz-Josef Strauas the West 
Gernians appear tv have the man lor this Job. Ambitious, 
vigorous and unabashed by opposition or criticism and combine 
ing a degree of ruthlcssneas with much bonhomie he is, with 
his virtues and faults, what west Europe, with its present 
disappointments and hesitations, needs. 

Herr Strauss has Just launched West Germany on its first 
small ste|)6 to increasing its direct investment abroad by intro- 
during a bill to allow West Gnman concerns to offset losses 
incurred on foreign operations against income liable to West 
Gorman corporation tax. His Finance Ministry is working on 
ideas for a much farther reaching system of incentives for 
direct foreign investment, though legislation is unlikely to 
come forward before the September elections. 

The West Germans have been encouraged by President 
Nixon's more welcoming attitude to foreign investment in the 
United States. Increased European participation in American 
Industry will be a welcome offset to US buying of European 
companies, particularly if European subsidiaries can be set up 
in the USA. 

The popularity of Eurobonds with American groups shows 
not cotly their aggressive investment policies but that their 
confidence in Europe is greater than that of the Europeans at 
the moment. During 1968 the overall growth in American in¬ 


vestment in Eurobonds was 63 ner cent, faivolvlng $3,130 mil¬ 
lion. Convertible issues grew in value over seven times during 
the year. The latest Investor of size is the Murphy OH Co. of 
the USA which is Raising $2S million in Europe to finance the 
building of a refinery in Britain. 

Something of the same enterprise may be seen also from. 
Britain. British Leyland has embarked on a massive expansion 
of its major Common Market assembly plant at Senetfe in 
Belgium to increase its capacity by fourfold to 100,000 oara a 
year. Western Europe is regarded as providing the company 
with its greatest growth potential. Similarly. ICI Is moving 
further into Europe with an investment of nearly £2 miU(m in 
pharmaceutical factories in France and Italy. The marketing 
of British pharmaceuticBl products is growing apace in west 
Europe, especially west of the Alps and the Rhine—beyond 
that is mainly a German and Swiss market—with a 50 per cent 
improvement in sales performance last year. 

This growth in British and German enterprise with a. 
thrustful sales and investment policy, ignoring doubts about 
exchanges and currency, promises to do more towards reBtor- 
ing economic health than the theorizing about basic values by 
economists. Europe needs a period of quiet from the experts 
but is wide open to healing by manufacturers and sales teams 
in thrusting Europe's enterprise more vigorously into the 
tougher markets on the other side of the Atlantic. 


IFC’s Role in New Development Investments 


THE INTERNATIONAL Finance Corporation* made 17 deve¬ 
lopment investments in 10 countries during the 12 months ended 
December 31, 1968. The IFC’s new commitments In 1968, 
totalling $47.9 million, helped mobilize $260 million in new 
business investments in the developing countries during the 
year. The IFC’s commitm«mts in 1968 were in Brazil, Colombia, 
Jamaica, Kenya, Korea, Mauritania, Mexico, Nicaragua, Pak¬ 
istan and Venezuela. Other domestic and foreign financial 
institutions and private industrial firms mode separate invest¬ 
ments of approximately $212 million in the projects. 

The IFC’s 1968 Investments in its member countries raised 
its total over the past 12 years to $289 million. Private finan¬ 
cial in.<!tltutions continued to give IFC Investments in less deve¬ 
loped countries a strong vote of confidence, buying for tbeir 
own portfolios about $17 million—or more than a third—of 
IFC’s investments in 1968. Participations in IFC Investments 
came from 38 institutions in 13 countries, and they freed for re¬ 
investment in new projects in the developing countries over a 
third of the investment funds committed by IFC during the 
vear 

First commitments were made by the IFC during the year 
in three countries—Korea, Mauritania and Nicaragua—spread¬ 
ing the Corporation’s investments to 39 countries. By the end 
of 1988, IFC commitments in Africa, over its 12-year Mstory, 
totalled $59.2 million, or 21 per cent, and commitments in Asia 
and the Middle East totalled $69.4 million, or 24 per cent of 
total investment. Commitments in Latin America came to 
$142.6 million, or 49 per cent. The remaining six per cent re¬ 
presented investments in Europe and Australia, 

The IFC entered into eight major new ventures In 1968— 
five in Latin America, two in Asia and one in Africa. These 
investments involved copper mining, fertilizer production, 
chemical products, textiles, steel making, animal feed produc¬ 
tion, tourism and an investenent in an industrial financing insti¬ 
tution. The IFC’s Intnest in tourism as a development indus¬ 


try wa-s reflected in two new commitments, in 1968: An in¬ 
vestment in an $6.6 million, 703 bed hotel in Jamaica, the 
Jamaica Pegasus, to provide tlie Caribbean Island nation with 
convention facilities now lacking, and a commitment, together 
with convention facilities now lacking, and a commitment, 
together with a broad group of Colombian public and private 
organizatims, to sponsor Compania de DesarroUo de Hotelea 
y Turismo Umitada (Hoturismo), a new company formed to 
develop Colombia’s tourism potenUal. 

The commitment to Hoturismo was one of IFC’s first moves 
under a new policy adopted in July, under which the Corpora¬ 
tion is taking on a more active role in the promotion of pros¬ 
pective Investments where good projects suitable for IFC finan¬ 
cing in accordance with its regular criteria could be developed, 
but where they are not moving forward because of the absence 
uf an industrial sponsor committed to the project. In some 
coses, the IFC is acting, under the new policy, as a banque 
d’affaires, giving both financial and technical support to feasi- 
bUlty studies and, in general, helping to pay the costs of putting 
together all the elements—industrial, technical and fin ancial— 
of a promising project. The IFC is now engaged In the banque 
d’affaires promotional role in Indonesia. 

In other cases, the IFC will join other investors in putting 
equity funds into pilot companies intended to carrv out detailed 
negotiations and studies needed to permit expansion of the 
pilot organization Into the full scale project. The IFC has 
agreed to join a pilot company of this type in'Honduras as wdS 
as in Colombia. 

Also during 1988; The IFC made its single biggest invest¬ 
ment to date, a $20 million commitment to a $80 mlQlon Ntouri- 
tantan copper mining project, Societe Miniere de Mauritanie 
(Somima). bn Korea, the IFC participated, together with tite 
World Bank, in financing the Korea Development Corporatioa 
(KDFC), the country’s first private institution tor long-term 
industrial investment. The IFC made its largest underwriting 


IFC is the World Bank affiliate that invests in private enterprises in developing member eounttlee. 
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cominltmeDt to date, cuaranteeinc the sale, In March 1968, of 
half of a $14 million issue of new abates by Compoiiia Fundi- 
dota de Fierro y Acero de Monterrey, S.A., in Mexico. 

In Nicaragua, the IFC made loan and eoulty commitments 
to a new textile project. Textile Fabricato de Nicaragua, SA., 
at Managua, in which, for the first time, a Latin American firm 
—Fabricato of Culombia—was the Industrial sponsor in an IFC 
supported project in Central America. In this investment also, 
for the first time, the IFC joined hands with the Central 
American Bank for Economic Integration, to promote a new 
Industry that will benefit aU five countries of the Central 
American Common Market. 

In July the IFC made its first Investment in a fertiliser 
project in Pakistan, in Dawood Hercules Chemicals Umtted, a 
m million urea fertilizer plant in West Pakistan. In Decem¬ 
ber 1968 the IFC joined Brazilian investors in establishing u 
8eiA million facility called Petroquimica Uniao Ltd., near Sau 
Paulo, for refining naphtha. The project, in itself one of the 


largest Brazilian private businesses, will also permit the esta> 
blishment or expansion of a number of other companies utilizing 
Petroquimica products in the manufacture of a wide variety of 
plastics, synthetic textiles, solvents, pesticides and detergents 
for the Brazilian market. These companies will require further 
new investments in Brazil totalling some $300 million over the 
next decade. The Petroquimica project brought the IFCs invest¬ 
ments in Brazil to $40 million, in 10 Brazilian companies, 

During 1908 the IFC made eight commitments of less than 
$300,000 each, six of them in four private firms in Colombia, 
one in Kenya, and one in Pakistan. These am.dler commit¬ 
ments totalled approximately $533,000. 

Five rountries joined the IFC lii 1968. raising the total 
membership In the Corporation at the end of the year to 90 
countries. Puid-ln share capital rose to $102.4 million. Indonesia 
rejoined the Corponition in April, Yugoslavia l)ecBme a mem¬ 
ber in July, Uruguay in August, and Singapore and Mauritius 
joined in September. 


Breaking the Barriers 


E. F. K. HAUBOLO 


WEST GERMANY'S leading weekly newspaper ‘Die Zrii’ 
recently gave a breakdown of German government credits to 
developing countries since 1060. It showed that between 1961 
and 1967 Asian nations were the main beneficiaries of Bonn's 
development aid. India in every year received the largest single 
share. The average annual figures in million D-mark were: 
India 187, Paldstan 128, Iron 90, Indonesia 60, Korea 60. 

If one accepts the relaUons between total West German 
exports and development aid to one particular country as an 
indicator of the efficiency of development credits given, India 
in comparison to the other nations fares extremely well. In 
her case, the average yearly German credit amounted to 22..'i 
per cent of German exports to India, whereas In the case of 
Pakistan this figure was 34.4 per cent and in the case of Korea 
tt> was 64.9 per cent Other "effident" recipients are the Latin 
American nations; Brazil (15.2 per cent), Mexico (21.8 per 
cent) and Chile (23.5 per cent). 

One remark in the article meutinned above deserves special 
mention: While West German government credits to Asian 
countries developed rather satisfactorily. West German indus¬ 
tries clearly preferred the Latin American nations for their 
investment Indeed, an analysis of present Indo-German eco¬ 
nomic rriations brings two major problems Into focus: (i) West 
German private investment in India; and (li) the trade balance 
between the two nations. 

Gtmim Ventarts 

There are more than 300 Indo-German joint ventures or 
collaborations. And the fact that the leading German firms 
together with their Indian partners at an early stage have 
estabUshed their own manufacturing units in India dearly in¬ 
dicates the interest these companies take in the country's 
economic development and the foith they have in the political 
slabBlty of India. To mention just a few,. Siemens India pro¬ 
duce motors, transformers and switchgear in Bombay; 
Tslefunken manufacture transistor radios near Delhi; AEG 
has a financial and technical collaboration with NGEF, Banga¬ 
lore, to produce etectrlcai equipment; BASF India has just 
started manufacture of polystyram products and tanning agents 
ori a lar^ scale; OHH-Gutehottnungshuette, a major supplier to 
RottriEela steelworks in the late Ttflies has started a joint ven- 
tnie bi Kansbahol, Orissa to supply heavy machinery, equipment 
and spafe parts to the steel plant; Fried Krupp has set up an 
enterprise, Widia India, in Bangalore, which has begun pro- 
-itoctiim of tungsten carbide tool btta. 

Apait from these, however, and althou^ the number of 


This arUcle was read by the author at a recent aemlnar 
Iwld in New Delhi on Indo-German rdnUona. 


ventures undertaken so far, Is quite imprensive, the total German 
private Investment In India amounts to barely 200 million 
D-marks (about Rs 400 million). The reasons for this are 
manifold; 

(1) German economy had to be rebuilt from scratch after 
World War II. Since credits were scarce, German industries 
turned to self-finaneing, ploughing back all profits Into new 
investments within Germany, and iater on, in the neighbour¬ 
ing countries. 

(2) German capital investments abroad were expropriated 
twice. The companies concerned lost investment worth 20 
blilion D-marks (about Rs 4,000 crores) each time. This led to 
considerable shyness on the part of German investors well untQ 
the middle 'flfUes. 

(3) While political stability in India was always rated 
high, the attitude of the (Tovernment of India was not thought 
to be suitable for attracting foreign investment Thus, India 
compared unfavourably with other develonlng countries parti- 
culariy those in Latin America. Furthermore, West German 
investors were afraid of the "bureaucracy” and the "red tape” 
involved in getting a licence to start a joint venture. The reluc¬ 
tance of the Government of India to sanction employment of 
foreign experts, and the restriction on the Import of essential 
raw materials served as an additional hindrance. 

(4) Last but not least the recent rocesslon in the Indian 
economy had led many prospective investors to adopt the 
"wait and see” attitude. 

Fortunately, however, the situation in both counfrles has 
changed In the meantime. As regards West Germany, two 
recent developments are of great significance to all developing 
nations: 

(a) The Free Democrats, forming the oppositioD in Bonn's 
lower house of Parliam«it have recently introduced a bill urging 
the government to provide special incentives and income-tax 
reductions to German firms who wish to tovest abroad, parti¬ 
cularly in developing countries. 

(b) Dr H. J. Abs, West Germany’s leading hanker 
recently granted an Interview to 'Spiegel* a news magazine. 
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which carrie<i p'eot weight because Mr Abs Is not only the chair¬ 
man ot West Germany’s largest private bank (Deutsche Bank) 
but hJso member ol the boards ol directors of such export- 
orientated German firms as Daimler-Benz. Kruw» and Siemens. 
Dr Abs said that while West Germany had become the sectmd 
largest trading nation in the world and the third largest indus¬ 
trial nation, Its economic structure had at the same time become 
extremely vulnerable because of the very high share of its 
industrial prfsluclion that went Into cxjmrts. Because of the 
rather small domestic market, German firms constantly tried 
to lncrca.se their exports In order to keep the cost of produc¬ 
tion low. There were many leading enterprises that exiwrted 
more than 50 per rent ot their turnover, and in tlie case ot 
Volkswagen the share of exports had gone up to over 70 per 
cent at certain times. 

Dr Abs therefore advocated that German industries should 
invest Increasingly abroad, erect tl»ir own manufacturing 
units in-third countries, particularly in the third world. This 
would ultimately put the relationship hetwerm exports and 
production on a sounder footing and make German economy 
less vulnerable to changes In trade policies, trade barriers etc. 
Dr Abs also said that while American firms in third countries 
produced goods worth 400 billion D-mnrka annually, the pro¬ 
duction of West German firms reached only 12 billion D-marks 
per year. In other words, production ol American firms abroad 
was four times as high as total US exports, whereas German 
firms’ pniductlon In third countries amounted to only one- 
eighth of total German exports. It must be emphasized that 
India is only one among many developing countries trying to 
attract capital from German firms. Serious efforts on India’s 
part to improve the Investment climate wlU therefore pay 
high dividends. ’The following steps might be considered 
worthwhile; 

(1) Economic conditions In India have improved recently. 
Recession ^,a number of industries has been overcome. There 
has been remarkable progress on the agricultural front Ex¬ 
ports have Increased slzably. Imports have declined leading to 
a mote favourable balance of payments. Furthermore, the 
Government of India has begun to liberalize economic policies 
in regard to licensing, expansion of capacities, new capital issues 
and Import licences. The new Foreign Investment Board is 
expected to expedite decisions on new collaboration proposals. 

Communication Gap 

AU these recent de^’eloplncnls ate, however, not widely known 
In West Germany's economic circles. The picture the average 
industrialist has of India Is a mixed one. It is extremely diffi¬ 
cult for observers abroad to interpret for the benefit of the 
German firms developments In a democracy of India’s size 
and with problems of .such magnitude. Considerable effort 
should therefore be made to bridge this gap In communication 
between the two countries. 

(2) An opinion research study regarding India’s ranking 
in the competition of several developing countries for more 
private investment from West Germnnj' should be undertaken. 
It will reveal a long list of <}uerics from German enterprises 
and will also lndlc.ate what kind of information was needed 
and which barriers India should remove to make investment 
more attractive. 

(3) An early decision with regard to the pending patent 
law as well as clear indications as to the duration and ceiling 
of royalties would be welcomed by foreign investors. 

(4) A .studv of the already existing Indo-Gorman joint ven¬ 
tures with a view to finding out why they had come to India would 
be quite revealing and help In framing promotional policies. It 
would, for instance, show that the widely advertised advantage 
India offers in terms ot labour cost for the majority of German 
firms was not at all Important for their dedsloo to Invest in 
India. The reasons: Firstly, the more modem an industry, the 
more automated it normally is, and the less manual labour It 


needs. Second, labour productivity ^In India is much lower 
than in tedustriallsed countries. A Gminan firm in Bombay has 
recently found out that a skilled worker hired there reaches- 
(Hily 30 per cent of the productivity of his Gierman colleague, 
and even after comprehensive training romes up to only 05- 
or 70 per c«it. Interviews with leading firms there¬ 
fore reveal that their reason for coming to India was to have 
a foothold in a market which would ultimately develop into ooe- 
of the largest mass markets in the world, with constantly in¬ 
creasing buying power. This is the point which should be em¬ 
phasized when trying to attract foreign capital. Furthermore, 
promotional efforts should be concentrated on large foreign 
enterprises as they only have the means to wait for a number- 
of years until returns on investment start flowing back. 

It needs however to be added that both West German gov¬ 
ernment and industries are keen ,to encourage private invest¬ 
ment in India. Another indication, apart from the ones men¬ 
tioned above, is the plan under discassion to combine long¬ 
term West Gennan government credits with capital from Ger¬ 
man firms for investment in India’s priority industries. 

Hachincry imporb 

Over the last few years, India has had an unfavourable 
trade balance with West Germany owing mainly to the fact 
tiiat it required for Industrialisation increased imports qf 
machinery and equipment from West Germony but was uot 
able to find a foottold in the German market for its non- 
traditional goods. 

Fortunately, last year the gap in the trade balance was- 
reduced by 33 per cent mainly because of increased German im¬ 
ports from India. This is however no reason to be complacent 
in this regard. India must reduce the gap in the trade balance 
further because of its growing needs of foreign exchange to- 
satisfy the requirements ot its new industries for sophisticated 
machinery and Industrial raw materials from West Geranany.- 

Both the government and the Industry in West Germany 
are keen to encourage Imports of non-tradiUonal goods from. 
India. While Bonn has sanctioned five million D-marks for 
export promotion of Indian goods (Vollrath-scheme), private 
companies are co-operating with their affiliates in India for 
the same purpose. 

As in the cose of investment, the main obstacle to export 
promotion of Indian goods is Insufficient communication. Of 
all the western countries, West Germany has the most libera¬ 
lized import policy and Indian goods therefore are not being 
threatened by quotas and other trade restrictions. They must, 
however, compete in on open market. And here the main 
problem comes in; the German buyer might be aware of India 
being a leading producer of tea and jute goods but be bos 
little experience or trust in semi-finished and finished Indus¬ 
trial goods from India, The most urgent task to be under¬ 
taken by India is therefore, to create a “Made-in-India image” 
through a widespread advertising and promotional campaign in 
West Germany. It should convince the German buyer and 
the consumer that goods from India are reliable, of high quality 
and competitive in price. And most important, tiiat Indian 
manufacturers do look- after their customers and afier-salei- 
service is nut an unknown word to them. It is imperative that 
each and every manufacturer who wants to sell in Germaity 
should appoint at least one sales representative or establish aa 
offlco there, preferably staffed with German nationals to over¬ 
come the language barrier.. Apart from eonsiderations of price, 
the German bu^'er wants quality goods delivered in time. Crea¬ 
tion of warehouses in West Germany where Indian goods wouM 
be stored on a consignment basis, would be a successful way to 
woo the German buyer. The warehouses would have to be 
financed and maintained by the Government of India: Then 
only the German importer would have a clear idea about the 
quality of Indian Industrial goods and would be assured of 
continuous supply even if a ship does not arrive In time or, at 
it hatmened some years ago, the Suez Canal is su d de nly dosed. 
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IN AN attempt to anticipate the shape of thiniis to come in the 
OMK, I pictc^ Mr Karunonidhi as Impatiently waitins in the 
wings while Mr Nedunchezhian succeeded the late Annadurai 
as Chief Minister, Here 1 had underestimated Mr Karuna- 
nidhi’s assertiveness. His trump card, of course, was that 
Annadurai had gone without expressing any preference regard¬ 
ing a successor. Had the late leader favoured Mr Medun- 
cbezhian and expressed his support for him, the latter wouid 
have been able, at least temporarily, to maintain his position 
against the rank-and-file support lor Mr Karunanldhi. 

The fact that Mr Nedunchezhian has chosen to stay out of 
the new ministry clearly detracts from the formal unanimity 
o< the party's acceptance of Mr Karunanldhi as its new leader, 
n Is.good that there is a group of persons in the DMK which 
has appar«ttly decided to stand apart and closely watch Mr 
Karunonidhi in his new position of power and responsibility. 
The feeling and the fear that there is a section in the party which 
may not be at'erse to exploiting his errors of judgment could 
be a salutary discipline on the adventurous urges, if any, of the 
new Chief Minister of Tamil Nadu to play up to the DMK 
gallery, 

• • 

A guilt-ridden people fondly hoped to expiate its sins by 
taking the ashes of Mahatma Gandhi to the rivers and the 
seas. This should have made Oandhijl weep; only, by then, 
he was beyond tears—his or anybody else's. 

Jawaharlal Nehru was a different kind of person. Exer¬ 
cising his authority from beyond the grave, he decreed that 
ids ushes should be strewn from the air over this land. His 
personal and political heirs were only too ready to oblige. 
It did nut occur to anybody to ask whether this gesture of 
gross extravagance was just to the man who had gone or 
fair to the men who remained. 

Now comes the decision of the DMK administrat'on burying 
Annadurai on the Madras beach and announcing a plan to 
build a mausoleum on tbe site. Some people have been won¬ 
dering why the dead Chief Minister was not cremated. Th’s 
point does not Interest be. Every man to his taste, although 
I personally believe that the funeral pyre—and, where avail¬ 
able, the electric crematorium—is the most sensible means of 
disposal of human remains. What concerns me here are the 
disturbing implications of the DMK government’^ act in 
misappropriating space on the Idadras beach for a grave for the 
departed leader. 

I use the word “misappropriating” deliberately because the 
area in question is the property of the community and is 
clearly to be used by the public for its own enjoyment. 1 
do not believe that the construction of a mausoleum tor on 
individual, however eminent, on this particular stretch of land 
is consistent with the character of this communal property. 
I doubt that it is even a legal act. Unfortunately, the cir¬ 
cumstances are such that it is just not possible for aggrieved 
citizens to seek a legal remedy or for the courts to decree 
redress. 

It may be argued that there are precedents for the action 
of the Tamil Nadu government in the earlier decisions of the 
central..govemmcnt setting up on public land the Hajghat, tbe 
fHiantl Vann and the injay Ghat in memory of Mahatma 
GgneW, Jawaharlal Nehru and Lai Bahadur Shastri, 'cspic- 
tlvely. The example of tbe “mazer" of Maulona Abui Kajam 
Azad OD the ground before Jama Masjld may also be cited. 

I submit that there is no analogy to be found here. The 


first liirce memorials, whaiever else may be said against them, 
(io not constitute a direct and substantial encroachment on 
lanil which was previously in use for normal communal 
recreation. On the other hand, it could be argued at toast 
on behalf of the Rajghat complex that it has added, al.b ugh 
incidentally, to the recreational facilities available to the public 
In the capital. 

The Maulana memorial is perhaps mure to the point, but 
a proper comparison to the DMK government's action would 
have been a decisSon—it the central government had bean 
foolish enough to take one—to place an um containing the 
ashes of latl Bahadur Shastri at the centre of Vijoy Chowk 
and build u memorial structure over it. 

Even then, the comparison would not have b..en complete 
lor the Marina in Madras is unique as a communal property. 
Celebrated as one of the finest stretches of be.cbwand In. 
the world, it certoinly deserved to remain above the vandalism 
of passing politicians. If Annadurai, why not other leaden, 
of Tamil Nadu, illustrious in their contexts? I shudder at 
the prospect of the Marina gradually being eaten into fty Hie 
inroads of a lengthening graveyard of legendary public nun- 

It has not been very pleasant for me to write this. But, 
then. I find it difficult to tolerate a state of attaia in wtaidi 
even the most outrageous acts of politically powerful mua 
are passed over in silence by other public men and tbe prtM 
mainly and simply because- silence so eonvcnlenOy serves. 

• • 

I suppose that Congress morals are no worse now than 
they were 10 or IS years ago, but then there is cfvtainly much 
more cynicism among Congress leaders these days cbout the 
ethical obligations of their party. Recently, for instance, the 
Congress President seemed to think nothing of it when he 
chose to tell local journalists that the Prime Minister had under¬ 
taken to provide for the party’s eiwtion fund a fairly large sum 
of money received by her as donations towards her iwrtjr’s ex¬ 
penses (HI the mid-term polls. Are wc to believe that the consi¬ 
derable amount which Mrs Gandhi has gathered for her party's 
electirm chest has been made up of 2S-paise coins or even one- 
rupee notes gifted to her by a grateful common man in his 
millions? Arc we to believe, again, that Mrs Gandhi's position 
as Prime Minister or the power and patronage implied In it had 
nothing to do with the calculaticms at tbe subscribers who may 
have been persuaded to loosen their purse strings. 1 am not 
suggesting that Mrs Gandhi is the first Prime Minister who 
has shown an interest in collecting funds for party purposes 
liut this, perhaps, is the first time when the fact that a Prime 
Minister has been operating in a big way in this buslnqsa.bas 
been publicly, disclosed by the president of tbe ruling party, 
Perhaps 1 am wrong in thinking that this indicates another, low 
point in Congress morals. The Inference, quite possibly, could 
be different, lor it may certainly be argued that there bag,, at 
least, been a decline in hyprocrisy. 

* • . . 

Mr M. Cbalapathi Rau, in his communication to tbe Secre¬ 
tary to the President, returning the Padma Bhushan' award 
conferred on him last year, has referred to “a sphere of many 
dimensions'*. 1 am not particularly strqng in geometry, but I 
doubt that Mr Rau is much better. How many dimemrions dobs 
a sphere have beyond three? < . 

▼JR 
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Trade Winds 


fNGINEERING EXPORTS 

EXI'ORTS OF cntiinccring guoUs will touch an all-time high 
during the current Imanctal year as they are expected to 
earn foreign exchonge worth Rs 70 to Rs 80 crotes (100 per 
cent increase over the exports totalling Rs 40 erores during 
1907-88), stated Mr Prem Pandbi, Chairman, Indian Engineer¬ 
ing Association (Northern Region), at a press conference 
recently. During the last IB years, capital investment in the 
engineering industries had increased to Rs 1700 erores with 
an annual output in the neighbourhood of Rs 500 erores. Half 
of the capital invested, he said, was in the private sector. 
The engineering industries had not only come of age but 
were poised for a breakthrough on the export front, he added. 

CREDIT FOR EXPORTS 

Mr L. K. Jha, (Sovemor of the Reserve Bank of India, 
told exporters rcccnUy that the Reserve Bank would consider 
a marginal liberalisation of the credit financing of exports 
in specific cases involving large export orders provided the 
credit tenns souilht to be offered were within the broad credit 
framework existing at present. Mr Jha who was inaugurating 
the half-yearly meeting of the All-India Exporters' Chamber, 
pointed out that this country could hardly compete with rich 
nations in the matter of export credit. But the Reserve Bank 
was anxious to see that exporters were not handicapped by 
the obsence of credit facilities. It would, therefore, consider 
credit relaxation in deserving cases. 

OBLE EXPORTS 

The cable industry ranks second only to the pipes and 
tubes industry in the field of miports among the enidheering 
industries. This is Indeed an outstanding achievement for an 
industry in tho grip of a sev’cre recession. To achieve a 
high level of exports, the idea of a consortium was mooted 
by the Indian Coble Company, It provided the leadership 
but the ultimate success depended on the co-operation and 
support provided the members of the consortium. Last 
year Indian Cable Company alone exported cables worth Rs 
53.51 lakhs. The target for the present year (1968-69) Is 
Rs 1 crate of which Rs 36 lakhs has been achieved in the 
first six months. 

MAMRUF FERTILIZER PUNT 

One of the two streams of the Nomrup unit of the Ferliliaet 
Corporation of India has gone into production using a range 
of Indigenous catalysts produced by the P A O Division. These 
are made up of steam natural gas reformation and secondary 
gas reformation catalysts and primary and secondary HT CO 
convenlon catalysts. Thou^ a number of catalysts developed 
by P &D Division have been in commercial use for the last 
several years in FCI's Stndri urtit, these catalysts have 
now been supplied to public and private sector fSrtlllzer 
plants. Tbe significance especially in this particular case of 
Namrup is that tbe entire stream up to the (X) conversion is 
being operated using indigenous catalysis, along with the. 
other stream which is running with Imported catalyst. 

lOAN TO BANK DIREaORS 

Loans or advances against government securities, life 
insurance policies or fixed deposits are exempted from the 
restiictioiu imposed on banking companies on granting loons 
to their directors or the firms, camples etc., in which they 
are interested. Loans or advances to tbe Agricultural Finance 


Corporation are also exempted from the same reatriettens. 
The corporation had earlier approached the union government 
with a request that loans and advances granted to It should 
not be subjected to tbe restrictions imposed on banking com¬ 
panies on lending to bank directors. 

MERCHANTS BANK 

Mr James S. Raj, Vice-President of the International 
Finance Corporation, Washington, stated recently that he bad 
come to this country on a fact-finding mission before setting up 
a Merchants Bank under the auspices of tbe IFC. At a luncheon 
meeting called by Mr B. K. Dutt, Chairman of the United 
Bank of India, Mr Raj stated that bis discussions with industry, 
government and banks had so far been favourable. He 
mentioned, however, the doubts in banking circles that the 
Merchants Bank might intrude on the ftmetions of bonks. He 
assured them that the question of any overlapping of functiosu 
did not really arise since the proposed Merchants Bank under 
the auspices of the IFC would concentrate upon services in 
which banks at present did not largely participate. The basic 
idea of the Merchants Bank would be to offer a package of 
financial and legal services from one single institution. Tbe 
void which would be created with the disappearance of the 
managing agency system could well be filled up by a merchants 
bank. It would help the reorganisation of companies with a 
view to merging weaker units with stronger companies for 
Improving tlie viability of the corporate structure. 

SEMINAR ON CONSULTANCY SERVICES 

Mr Fakhruddin Ali Ahmed, union Minister for Industrial 
Development and Company Affairs, who was inaugurating the 
symposium on self-sufficiency in consultancy services in New 
Mhi recently underlined the need for the establishment of a 
forum in which Indian research institutions and engineering 
consultancy organisations could come together to consider their 
mutual needs. Explaining the reasons which prompted the 
government to decide that as far as possible turnkey jobs 
would not be given to foreign coUaborators participating in 
any project in Uie country, Mr Fakhruddin Ali Ahmed pointed 
out that the party from this country in any coUaboratian 
arrangement would have to engage an Indian consultancy firm 
for rendering the engineering services for implementing the 
project. He also deprecated instances wherein entire equip¬ 
ment for a plant was sought to be imported in spite of the 
fact that a substantial portion of It could be fabricated with 
the manufacturing facilities available within the country. 

INDUSTRIAL REORGANIZATION CORPORATION 

Industrial Development Bank of India proposes to establish 
an industrial reorganisation divl^on along the lines of the 
Industrial Reorganisation Corporation set up in the UK in 
1966. It is understood that IDBI's board, identical in coropo- 
slUtm wifli the Reserve Bank of India’s board, has approved 
in principle the proposal for an industrial reorganisation 
division, though a precise blue-print for the project has yet 
to be drawn up. Tbe IRC of the UK was established, among 
other things, for seeking out structural changes involving 
mergers between companies, or the hiving off of subsidiaries. 

ALTA ANNIVERSARY 

Alta I^iboratorleB Umited, established in 1954, cetebrated 
recently its fifteenth anniversary. Alta is the producer of 
various fine chemicals such as salicylic add, acetvl salleyUe 
add, soAum aallcylate, methyl adlicylate, sallcylainide and 
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■aUcylic acid B.P. Alta Is preparing to expand its activities 
to meet export lequitements. The total value of Alta EBi:s 
of these chemicals in IMS was over Rs 1 crore. 

EQUIPMENT FOR SINDRi 

A contract for the supply of equipment for the phosphoric 
acid plant to be set up in Slndri was signed in New Delhi 
recently between Sepulchre Freres of Belgium and the Ferti¬ 
liser Corporation of India. The cost of the equipment will 
be about Rs 1.51 crores. The plant, which is expected to be 
commissioned in 1971, will be designed and engineered by 
FACT’S Engineering & Design Organisation, Cochm, and it 
will be based on the Central Prayan process. The Sindri unit 
will produce nearly 350,000 tonnes of triple superphosphate, 
in addition to sufficient gypsum of high quality to solve the 
current raw material difficulties. 

EXCISE ON CIGARETTES 

The country earns as much us Rs 120 crores by way of 
excise duty from the cigarette industry, according to the 
Chairman of the Cigarette Manufacturers' Association, Mr 
P. N. Thacker. Addressing a press conference after a meeting 
of the executive committee at the association, Mr Thacker 
stated that the excise duty on cigarettes varied between a 
minimum of 47 per cent for low-cost cigarettes and 134 per 
cent for top brands. The mid-brand attracted 80 per cent 
as excise duty. He said that the level of taxation in this 
country was higher than in other countries with a similar 
level of economic growth. 

Cigarette production and consumption in the country has 
doubled in the last decade. As against 2,889 crores cigarettes 
in 1957, production in 1967 was over 6.000 crores. In recent 
years, the annual rate of increase in production and consump¬ 


tion is estimated at IS per cent. There are 11 manufactunn 
tn the country producing 83 different brands, 15 of them. 
fUter-tipped. Despite the sharp rise in consumption and 
production, the per capita consiunptlon in India, however, 
continues to be low even when compared to some of the 
developing countries. 

PETROUUN CONFERENCE 

The second Indian petroleum conference during its dis¬ 
cussions in Baroda recently emphasised the need for searching 
new sources of oil. The conference discussed how best the 
cost of drilling could be reduced by applying aoidiisticated 
techniques. Several papers dealing with thi surface and 
sub-surface geology, petroleum potentialities of Gujarat, 
Assam and the Andamans were presented and discussed. Some 
of the papers emphasised the need for expanding the frontiers 
of exploration to new vistas. This may lead to exploration 
in deeper sediments, older than 70 million years where no 
oil has so far been discovered in this country. The basic 
problems of techniques and interpretation were presented by 
the delegates of the Oil and Natural Gas Commlaalon and 
Oil India Ltd. Moreover, methods of stimulations ao aa to 
increase production from every welt and to augment the 
ultimate recovery of oil in fields already discovered were- 
considered. These technical discussions exposed many of th» 
operational difficulties currently experienced by the oil industry. 

NEW A.M). CHIEF 

Pres cient Nixon recently selected a university chairman 
and a Republican as new chief of the Agency for International 
Devp] ..inent. Mr John Hannah, who launched and directed 
Michigan University’s technical assistance pragrammes for 
developing countries, with the help of government and private- 
credits has been selected for the job. 


Readers’ Roundtable 


DONATIONS TO POLITICAL PARTIES 

Sir,™I have read with Interest the article entitled "Company 
Donations to Political Parties" by Prof. R. K. Amin MR. pub- 
INhed in your issue dated January 17. Mr Amin comes to the 
conclusion that companies may be allowed to donate but the 
fact should be widely known not only to the diareholders but 
also to the general public. The latter part of his conclusion 
Is very simple since all companies are expected to disclose this 
important fact in the published accounts and as such any one 
can know of It. So far as donations by companies are consi¬ 
dered, the government has only two rights to exercise. First, 
to ban it under the Companies Act which is possible since com¬ 
panies are not citizens enjoying fundamental rights and second, 
•ot to allow such donations as business expenditure under the 
Income-tax Act. Beyond this the government can hardly do 
anything in any sphere. 

Donations, either to charitable, social, religious, political or 
for that matter any individual, institution or organization should 
be basically a personal and individual choice and not a majority 
decision. Such of the shareholders of a company who joined to 
pay, must be made to pay from their own pockets. The way the 
dharebolders attend the annual general meetings and partici¬ 
pate in proceedings, their contribution to the decision is next 
to nothing and everything rests with the boards of directors 
and therefore, fhetually the dedsion will be always that of the 
management, carrying tiie thumb Impression of the shardiold- 
«n. This la not proper either for a democncy oir an industrial 
institution. 

Strictly speaking the right to contribute to political parties 
should be limited to the voters and to none else. If this is done 
all fears ot malpractices can be checked and at the some time 


fundamental rights of the citizens guaranteed. Since donation 
to political parties or individuals will be a matter of personal 
preferences there need not be any accounting of It and there¬ 
fore no question of exemptiem from income-tax. Mostly it will 
be black money paid to a political party, none of which is re¬ 
cognised or known to the lew of the land. Let these things 
remain obscure as every one expects, and is a fact as weU. The 
logical conclusion is that firms and corporations should not bo 
allowed by law to donate to political parties and only indivi¬ 
duals should exercise this right but such contributions should 
not entitle any benefit of income-tax. 

A MANAGER 

THE ANATOMY OF POVERTY 

Sir,—I am grateful to you for kindly publishing in your 
esteemed journal (January 24, 1988), the review, by Mr S. P. 
Chopra, of my book ‘The Economics of a Backward Region in a 
Backward Economy’. 

There is one error to which I wish to call your atten¬ 
tion. It is this: Mr Chopra writes (P. 142) that the book was 
the product of a research work financed by the RPC of the 
Planning Commission to the extent ot Rs 70,000. This ia not 
correct. It is a different work which was thus financed—my 
report on the research project on the dispersal of industry In 
Bihar (with special reference to Patna and Chotanagpur divi¬ 
sions)—which is going to press shortly. I had a total research 
grant of Rs 300 only from my university towards the work 
I did to write my book. 

Dr KEDARNATH PRASAD 

Dr Prasad deserves praise for his completing a big research 
project on a shoe-string budget The error la regretted. 

—EDITOR 
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Company Affairs 


TATA YODOGAWA 

TATA YODOGAWA I.td will enter the capital market on 
February 17 with an issue ot 93.000 equity shares ol Ks 100 
each offered at par for cash. The issue will close on February 
37 or earlier at the discretion of the directors but not before 
February 19. The entire public issue has been underwritten. 
The company has been flouted by the Tata Iron & Stud Co., 
Yodogawa Steel Works of Japan and Missho-Iwai Co Ltd., of 
Japan to manufacture steel mill rolls of all grades. The 
plant is to be set up at Adltyapur in Bihar with an annual 
capacity to produce 7,800 tonnes of cast iron, steel base and 
cast steel rolls. The company has an authorised capital of 
Hs 6 crares and issued, sub^bed and paid-up capital ot 
Rs 1.59 crores. The total cost ol the project (induding 
working capital) of Rs 705 lakhs, will be financed from the 
issue of equity shore capital to the extent ol Rs 250 lakhs 
and from long-term rupee loans aggregating Rs 405 lakhs 
sanctioned, in principle, by the four financial institutions, 
namely. Industrial Bevdopment Bank of India, Life Insurance 
Corporation of India, Industrial Finance Corporation ot India 
and Industrial Credit and Investment Corporation of India 
Ltd., and the balance Ircmt short-term borrowings for working 
capital. 

UTKAL MACHINERY 

Utical Machinery Ltd, (Utmal for short) the largest Indo- 
German venture In the private sector and its engineering plant 
has earned a satisfactory profit during the year 1967-68. The 
company earned a profit of Rs 24.50 lakhs during the year 
1967-68. After providing lor depreciation, the profit amounts 
to Rs 6.80 lakhs. Much of the Utmal product has been made 
for the first time in India. The company specialises in the 
design and manufacture of equipment for the iron and sted 
mining, pulp and paper industries and structural items such 
as hydraulic gates. Its manufacturing range covers, equip¬ 
ment for blast furnace installations, steel mills, sintering 
plants, pig casting machines, ore preparation plants, equipment 
for chemical and petroleum industries, crushing, screening and 
grinding machinery for ores and minerals and equipment for 
making cellulose, paper and cardboard. The company has 
entered the current financial year with a satisfactory backlog 
of orders both in terms of total value and product-mix. 

WAUHANDNAGAR INDUSTRIES 

Wolchandnagar Industries Ltd has recorded a gross profit 
of Rs 1.52 crores during the year ended September 30, 1968, as 
against Rs 46.19 lakhs a year before. After providing Rs 
33.35 lakhs for depreciation, Rs 12 lakhs for development 
rebate, Rs 48 lakhs for taxation and Rs 7.02 lakhs for managing 
agents, the company has shown a higher net profit of Rs 50.71 
lakhs against Ra 10.32 lakhs In the previous year. The equity 
divided has beoi maintained at 10 per cent, but the directors 
have in addition recommended a bonus dividend ot two per 
cent, subject to tax, making 12 per cent for the year. Sales 
increased during the year from Rs 5.42 crores to Rs 7.80 
crores as a result of partial decontrol of sugar. The company 
crushed 167,000 tonnes of cane against 146,000 tonnes in the 
previous year. The recovery rose from 10.78 per cent to 11J7 
per cent and the production of sugar from 158,102 bags to 
100.908 bags. To the net profit is added a sum of Rs 1.34 
lakhs which is income not relating to the year and Rs 21,106 
which are provislans no longer required. At the some time, 
expenses not relating to the year of Rs 5.66 lakhs are deducted. 

MCKENZIES 

Hie working of Mckenzies Ltd for the year 1968 has 
resulted in a reduced gross profit of Rs 9.91 lakhs against Rs 


16.31 lakhs tor the previous year although there was a rise 
in sales from Rs 2.21 crores to Rs 2.31 crores. Out of the 
profit the directors have provided Rs 3.69 lakhs for depre¬ 
ciation and Rs 11,417 lor development rebate reserve. With 
the transfer of Ra 1.10 lakhs from the reserve for development 
rebate and development reserve and the balance of Rs 3,517 
brought in, the disposable surplus amounts to Rs 7.24 lakhs 
out ol which taxes claim Rs 1.09 lakhs, the bonus to employees 
Rs 3.53 lakhs and the general reserve Rs 1.97 lakhs, leaving 
a balance ot Rs 5,715 to be carried forward. The directon 
have observed that the company had to encounter the strain 
of recession during the year with the railways further reducing 
Uieir orders and the prices of wagons declining in the face 
of an increase in costs. The company has intensified its 
efforts to diversify its activitira and taken up regular manu¬ 
facture of forklifts and other material handling equipment. 
It is trying to enter the export market too. 

GOODYEAR 

Mr C. J. Pilliod, Vice-president of the Goodyear Inter' 
national Corporation, USA, was in Calcutta to study the detailed 
execution of the curroit expansion programme lor implemoit- 
ing the present authorized licence of 513,000 automotive tyres 
and tubes. He will visit the Goodyear factory at BaUabgarh. 
Under the expansion programme, Boilabgarh factory will bb 
Goodyear's largest plant in Asia. The progress of the two 
million bicycle tyre and tube plant will also receive his 
attention. He will discuss the export opportunities of Goodyear 
tyres with the management. 

UNICHEM LABORATORIES 

Unichem Laboratories Limited are proposing to issue bonus 
shares in the ratio of one share for every five shares held 
to mark the company's jubilee year. The directors have, 
however, pruned the dividend from 11 per cent to 10 per cent 
for the year ended September 30, 1968 with a view to conserv¬ 
ing their resources. The working results for the year disdose 
an increase in gross profit from Rs 32.38 lakhs to Rs 41.41 
lakhs. The company’s turnover amounts to Rs 3.12 crore* 
against Rs 2.48 crores last year. After providing Rs 7.86 lakhs 
for depreciation, Rs 18.50 lakhs for taxation and Rs 1.05 lakhs 
for development rebate reserve the net profit is also higher 
at Rs 14 lakhs against Rs 10.24 lakhs last year. After making 
certain adjustments a sum of Rs 15.07 lakhs is transferred to 
general reserve from which the proposed dividend will be paid. 
It will claim Rs 4.50 lakhs. The company has received an 
industrial licence for the manufacture of protein foods such 
as 900 tonnes of protein toffees, 1,500 tonnes of biscuits and 
3.000 tonnes of weaning food for babies. These products wiR 
have 25 per cent protein. The plant is expected to go into 
production before the close of this year. The company’s exports 
went up by 22 per cent over the year. The company has 
established good contacts in several countries in the Far East 
and Africa. 

PRECISION BEARINGS 

Precision Bearings Limited has r^rted an improvement 
in its working during the year ended August, 1068. Tbs 
turnover has risen to Ra 102 lakhs from Rs 90 lakhs in dm 
previous year while the net profit is Rs 1.98 lakhs agaias9 
a net loss of Rs 1.70 lakhs last year, after providing Rs 16 
lakhs for dq)reciation. After adjusting the net profit against 
the accumulated loss of Rs 42.tt lakhs the deficit amounts 
to Rs 40.73 lakhs and is being carri^ forward to next yeariS 
account The directora hope that with the development cf 
new hearings to substitute imports, the company’s pr^tabillty 
would Improve. The company pr^wses to onbark upon a 
phased programme of capital expenditure to consolidate its 
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position further. With the installatiun of certain balancing 
equipment the company hopes to Improve the productivity and 
the quality of its products. 

MUNA SUGARS 

Arana Sugars Ltd has produced satisfactory results with 
a higher gross profit of Rs 68.4S lakhs against Rs 14.89 lakhs 
us a result of increase in sales from Ks 1.86 ernres to Rs 
2.22 crores in 1067>68. Allocations are; depreciation for the 
year and the previous years Rs 40,S7 lakhs and managing agency 
remuneration Rs 3.84 lakhs. No provision has been made for 
taxes as the company has no tax liability. After writing off 
miscellaneous expenditure amounting to Rs 4.13 lakhs and 
providing for the proposed equity and preference d.vidends, 
the company hos transferred a sura of Rs 4 lakhs to the general 
reserve and carried forward the surplus of Rs 20,110. The 
rliroctors have slated that the company’s working results so 
far have been encouraging though the recovery of sugar is 
bound to faU this year because of the longer summer. The 
profitability is expected to be satisfactory in spite of the 
changes in the sugar release policy. The factory has planted 
sugarcane in 7,500 acres and expects to crush about 250,000 
tonnes of cane. It had crushed 100,000 tonnes of cane and 
recovered 101,365 bags of sugar in 1967-68 against 113.000 
tonnea and 106,856 bags respectively in the previous season, 
the rate of recovery amounting to 10.12 per cent against 
0.40 per cent. 

SHIVAIi WORKS 

Shivaji Works Ltd has shown encouraging progress during 
1968, with sales exceeding Rs i crore. The company is at 
present supplying castings to its holding company, Kirloskar 
Oil Engines Ltd, and other companies in the Kirloskar group. 
All these companies have their expansion programmes 
and wimt the company to supply more castings. To cope 
up with the increase in demand, the company has plans to 
expand the foundry capacity by the installation of electric 
furnaces and other foundry equipment. For financing partly 
the proposed expansion programme, the directors have decided 
to issue fresh equity capital of Rs 10 lakhs to be issued as 
rights shares to the existing shareholders at par in the ratio 
of 10 new shares for every 17 shares held. 

SHREE SITARAM SUGAR 

As a result of the rise in sales from Rs 137.36 lakhs to 
Rs 148.84 lakhs. Shree Sitaram Sugar Co., Limited has made 
a net profit, alter providing for depreciation, and development 
rebate reserve, of Rs 7.88 lakhs lor the year ended August 
31, 1968, against a loss of Rs 2.88 lakhs incurred in the 
preceding year. In respect of allocations, depreciation is 
reduced to Rs 1.15 lakhs from Rs 1.30 lakhs, while development 
rebate reserve is raised to Rs 26,000 from Rs 20,000. A sum of 
Rs 3.00 lakhs is provided for taxation. The directors have pro¬ 
posed to pay a dividend of 50 paise per share as against nil 
previously. The quantity of cane crushed is lower at 671,000 
quintals against 813,000 quintals and so also sugar manufactur¬ 
ed at 64,633 quintals against 76,478 quintals. 

HINDUSTAN TWYFORDS 

Subject to the approval of the central government the 
directors of Hindustan Twyfords Limited have a proposal to 
change the name of the company into Hindustan Sanitaryware 
and Industries Limited. There is also a proposal to convert 
20,000 preference shares of Rs 100 each, which have not been 
issued by the company and have not been taken up or agreed 
to be tiAen up by any peraon, into 200,000 equity shares of 
R9 10 each. 

ANGELO BROS 

Angelo Brothers Limited baa, during the year ended Auguat 
31, 1968, recorded a net profit, after providing for depreciation, 
of Ra 25.19 lakhs against Ra 19.66 lakha in the preceding year. 


Adding Rs 17,878 being the balance brought forward ttam 
1966-67, there is an available sum of Rs 25.37 lakha. From 
this Rs 15.71 lakhs is provided for taxation, Rs 7,037 for 
development rebate reserve and Rs 1.62 laUis lor general 
reserve. The directors have proposed to raise the dividoid 
from 16 to 17.5 per cent. This is payable on or after the 
general meeting, the date of which will be fixed later on. 

CALCUTTA SHIPPING 

The Calcutta Lading and Shipping Company Umited baa 
.’made a net profit of Rs 53,132 for tbe year ended October 
31, 1968, against a loss of Rs 49,108 incurred In the preceding 
year. A sum of Rs 21,250 is provided for taxation. The 
directors have proposed a dividend of 3 per cent after a lapse 
of four years as last dividoid of 11 per cent was paid lor the 
year 1964-65. 

INDIAN ALUNINIUM 

The Indian Aluminium Company Limited has applied to 
the Controller of Capital Issues for permission to make an 
issue of Rs 7 crores (7.75 per cent) debenture stock 1980-84 
at par, by way of a public issue. The issue, which will be 
fully underwritten, is expected to be made during April this 
year. The company’s proposal is to moke tbe issue on a 
deferred payment basis, that is to say, that 50 per cent of 
the issue price will be payable on application and the balance 
so per cent on a fixed date to be named tn the prospectus, 
approximately, six months after the date of closing of the 
subscription list*. 

HONGKONG AND SHANGHAI BANKING 

The directors of The Hongkong and Shanghai Banking 
Corporation have announced that the profit of the bank. 
Including dividends from subsidiaries, for the year ended 
December 31, 1968, after providing for taxation on profits 
on tbe same basis as in previous years and ofter making 
transfers to inner reserves out of which provision for diminu¬ 
tion in the value of assets has been made, amounts to HK 
$74.89 million. These figures are subject to audit. The group 
accounts will be published at a later date. It is proposed 
to make a transfer of HK $10 million to the published reserves 
and to write HK $2 million off bank premises. It- is then 
proposed to pay a final dividend of seven shillings and two 
pence per share costing HK $36.57 million and a special cash 
bonus for the year ended December 31. 1968. of one shOling 
and one penny per share costing HK $5.52 million leaving a 
balance to be carried forward of HK $10.44 million. It is 
further proposed to recommend to shareholders at an extra¬ 
ordinary general meeting to be held on March 28, 1969. that 
a free scrip issue be made of one new share for every ten 
held on that day, by the capitalisation of HK $17.39 miUlon 
of the reserve tod. 

CAPITAL AND BONUS ISSUES 

Consent has been accorded to six companies to raise capital 
amounting to over Rs 1.86 crores. Five of them are to issue 
bonus shares amounting to Rs 91.87 lakhs. The amount of 
bonus shares ranges between Rs S lakhs and Rs 37.87 lakhs. 
The consents are valid lor 12 months. ’The following ate 
the details: 

The Empira Dyeing & Mannfactariag Co. Ltd, Bombay, 
has been accorded consent to capitalise Rs 9 lakhs out of its 
general reserve and issue fully-paid equity shares of Bs 15 
each aa bonus sharos in the ratio of one for two equity shares 
held. 

Aslan DMrlbntora Ltd, Bombay, has been given consent 
to capitalise Rs 10 lakhs out of Ita general reserve and issue 
fuUy-pald equity shares of Bs 100 each as bonus sbstes in 
the ratio of two for five hddT. 

The Indian AInmInhim Cables Ltd. IMM, is granted 
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VDsent to caidtaliM Rs 30 lakhs out of its general reserve and 
ttaue fuUy-pald equity shares of Rs 100 each as bonus shares 
in the ratio of thm for four held^ 

UOttnr Industries Ltd, Madras, has been granted consent 
t 0 capitalise Rs 37.87 lakhs out of its free reserve and issue 
Riliy-paid equity shares of Rs 100 eiich as bonus shares in 
the ratio of one for two held. 

Sundarani Finance Ltd, Madras, having a subscribed and 
paitkip capital of Rs 90 lakhs, is accorded consent to issue 
further cajdtal of Rs 10 lakhs in equity shaies of Rs 100 
qpch, of which shares of the value of Rs 6 lakhs will be 
Igoued for cash at par on rights basis and the balance of 
-Rs 5 lakhs as bonus shares by capitalising a like amount out 
df Its general reserve in the ratio of one bonus share for 
every IB equity shares held. 

The Thana Electric Supply Co, Ltd, Bombay, has been 
l^anted ‘No Objection’ to iraue capital of Rs 1 crore in 
7.79 per cent debentures of Rs lOu each, for cosh at par. 
Of this, Rs 50 lakhs will be offered to public for cash and 
die remaining deposited with banks and financial institutions 
mi collateral security for castipcredit facility. The proceeds 
are to be utilised for meeting capital expenditure for the 
esqiansion programme for development and distribution system 
of electric supply. 

UCENCES AND LETTERS OF INTENT 

The following licences and letters of Intent were issued 
under the Industries (Development and Regulation) Act, 1951, 
during the four weeks ended December 28, 1968. The 
Hat contains the names and addresses of the licensees, articles 
«f manufacture, types of licences—New Undertaking (N.U.): 
New Article (NA.); Substantial Expansion (S.E.): Carry on 
Business (C.OR.): Shifting—and annual installed capacity. 

During the Week ended December 7, 1968 

LICENCES raSUED 

Telecommnntcatioiia 

M/s T. R. S. Goel, S3. Dwarkapur, Muzaffarnagar, (Uttar 
Pradesh)—Silicon Semiconductor Deices (Transistors & Dio¬ 
des)—6.5 million devices: High Stabllitv/Precision Resistors - 
10 million nos. (N.U.); M/s Hindustan Conductors Pvt Ltd, 24. 
Srelvt Sayed Abdulla Road, Bombay-1. (Gujarat)—Semicon¬ 
ductor Devices. (Transistor Sc Diodes). (NA.); 

Sugar 

M/s Ashok Sahakari Sakhar Karkhana Ltd, Ashoknagar, 
P.O. Karegaon Factory, Taluk Shrirampur, Dbtt. Ahmednagar, 
(Maharashtra)—Sugar—Crushing capacity of sugarcane 1100 
tonnes per dB,v. (2600 tonnes per day after Mansion). S.E.). 

CHANGE Df NAMES (Owners or .UndettaUngs) 

({(uomiaOoii pertalna to parUealar liconecs only) 

Trom M/s Jaipurla Kajora Collieries Ltd. to M/s Jaipur 
3amla Amalgamate Collieries Ltd. 

LICENCES REVOKED OR SURRENDERED 
(laformatfam pertalm to particular licences only) 

M/s The Empire Dyeing and Manufacturing Co. Ltd, Bom¬ 
bay-83.—Penicillin Vials. 

During the Wnek dndtd December 14, 1966 

LICENCES ISSUED 

Fuels 

Shrl Satya Kumar Dutt, (M/s B. N. Dutt & others) Chapa- 
pur Colllqry, P.O. Nirsachatti, Dhanbad. (Bihar)—Coal—24,000 
tonnes. (C.OJI.). 

TeztIIw 

M/s Joy Silk MiUs, Lai Danvaja, Vadtal Devi Road, Rirat. 
XCujant)—Art Silk Fabrics—99 Power looms for the manu¬ 


facture of Art Silk Fabrics acquired from M/a Wintese Mills, 
Surat. (C.O.B.). 

Sugar 

M/s Rahuri Sahakari Sakhar Karkhana Idd., Mvi Shlvajt- 
nagar, Rahuri Factory Sub-post Offke, Taluka Rahuri. Distt. 
Ahmednagar, (Maharashtra)—Increase in crushing capacity by 
1100 tonnes per day. (Capacity after expansion 3600 tonnes per 
day). (S.E.). 

Food Processing Indnstriet 

M/s Vlsakha Flour Mills, AUurt Seetharamaraj Road, Suryo 
Bagb, Visakbapatnam. (A.P.)—^Wheat Produdts— 18,11)0 ton¬ 
nes on three shift basis. (C.O.B.); M/a S2gln Sleetrle Flour 
Mills, 11, Hosur Road, Bangalore. (Mysore)—Wheat Product*— 
4920 tonnes on three shift basis. (C.O.B.); M/s Dhaaraj Sagar- 
mul Roller Flour Mills, Sahlbganj, (Bihar)—Wheat Product*— 
10464 tonnes on three shift basis. (C.03.). 

Rubber Goods 

M/s Goodyear India Ltd, R-9B1. New Rajinder Nnnar, Now 
Delhi-9. (Haryana)—Bicycle tyres—2 M. Nos; Bieyda tiibos—2' 
M. Nos. (NA.). 

LETTERS OF INTENT 
Drugs & Fharmaceuticals 

M/s Bharat Starch St Chemicals Ltd, 25, Brabounie Road. 
Calcutta. (Haryana)—Glucose— 3000 tonnes; Dextroao— 2000 
tonnes. (NA.). 

Food Prooesaing Industries 

M/s Kaira District Co-operative Milk Producers Union Ltd, 
Anand. (Gujarat)—Baby Food—2500 tonnes. (SJB.): M/s 
Nawah^ nrij Sugar Mills Co. Ltd. P.O. Box No. 2028, I, Cavalry 
Lines. Dethi-7. (Uttar Pradesh)—^Frult & Vegetable Products— 
7500 tonnes. (N.U.). 

LICENCES REVOKED OR SURRENDERED 
(Information pertalna to particular lioenoea only) 

M/s Velmurugan Mills (P) Ltd—Cotton Yam; M/s Asian 
Industries Corporation, Bombay—Cotton Yarn. 

During the Week ended December 21. 1968 

LICENCES ISSUED 
Agricnitaral Machinery 

M/s Escorts Limited, 6 , Pratap Building, Connaught Circus, 
New Delhi-l. (Haryana)—Hamilton Petrol Graders (50 MP)— 
100 nos; Hamilton L.B. Loader attachment (10 c.ft.)— ^200 Nos; 
Hydraulic Digger Excavator attachment (MX-21}— 600 Nos; 
HydrauUr Pump Units—600 Nos; Hydraulic Control Valves— 
1500 Nos: Hydraulic Cylinders—2000 Nos. (NA.). 

Earthmoviag Machinery 

M/.S Bird & Co. (P) Ltd., Calcutta. (West Bengal)—Craw¬ 
ler Tractors KS Model (50 IIP) & Hanomag K7 (84 HP) witb 
Dozer and leader attachments—150 nos. (N.A.). 

Chemicals 

Dr Beck & Co. (India) Ltd, Bombay-Poona Road, Pimprl, 
Poona. (Maharashtra)-Wire Enamels and Impngnating Var¬ 
nishes—4500 tonnes after expansion. (S.E.). 

Food Processing Industries 

MAs Maize Products, P.O. Kathwada—Ahmedabad-9. 
(Gujarat)—Anhydrous Dextros—1000 tonnes. (N.A.). 

LICENCES REVOKED OR SURRENDERED 
(Information pertains to particular Ucenoea only) 

M/s Wyeth Laboratories Ltd, Bombay—Cycloserdne Tab¬ 
lets and Capsules; M/s Wyeth Laboratories Ltd, Bombay— 
Ethylestrenol Tablets; M/s Prag VanaspaU Products—Oxygen 
Gas. 

During tht Week ended December 28. 1968 

/ CHANGE Df NAMES (Owners or UndertaUnga) 
(Information pertains to particniar Uconcea on^) 

Prom M/s East Asiatic Company (India) Umlted to M/s 
Tata Oil Mills Company Ltd; From M/s Mahindra en giwrifn . 
<^). Ltd to M/s Mahindra St Mahindra Ltd. 
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the House of Kores has 
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Behind the Kores emblem 
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A Nixtd Bag 


SwanJjra, Annual Number, 1969; Edited by Pothan Joseph; 

Printed and Published by T. Sadasivam on bthall of 

Messrs Bharathan Publications Private Ltd, at the Kolki 

Press, Chetput, MBdras>31; Pp. 240; Price Rs 5. 

Swarajya's annual number for 1960 covers, in 46 
different articles, not only political and economic prcbl^ms 
fadtia this country but religious, scientific, administrative and 
social aspects as weU. This annual appears every year on 
the birthday of Kbasa Subba Rau, the founder editor ot 
'Swarajya', as “a memorial and also an occasion for grief that 
this champion of English journalism is no more with us". 

Mr Pfalron J. Siroft has paid well-deserved, rich tribute 
to Rajaji "for his matchless service to the nation". Discussing 
the new liberalism In this country, Mr M. R. Masani has 
pleaded for a decent society by decent methods. "We cannot 
create a free and equal society by expropriation, liquldaton, 
lying. as the communists claim they can" opines Mr Mtuani. 
In Mr K. Santhanam's view, “the promotion of social justice 
has been d^yed in India owing to the foolish obsession in 
favour of nationalization and government undertaking”; he 
has expressed the hope that some members of the Planning 
Conunission and of the central cabinet who have realised this 
fact, "will be able to face the faddists, reduce the range of 
bureaucratic production to the minimum, and induce the 
central and stote governments and local bodies to concottrate 
on their true function of securing social justice". Mr K. M. 
Munshi has lamented the “widespread assault on the rule of 
taw". Commenting on the students’ behaviour in recent years, 
he has held “the decline of the moral authority of the h.me 
and the family" responsible. Mr M. A, Sreenivasan has high¬ 
lighted the region^ problem in an interesting manner by 
foreseeing the response of different states on man’s yet-to-be- 
attained success in rain making, 

Mr B. Shiva Rao has reviewed the working of the United 
Nations during the past two decades and has come to the 
conclusion that under the present circumstances "it is futile 
to expect the UN to develop into a world government". The 
list of contributors includes such versatile writers as P. Kodanda 
Rao. R. R. Diwakor, P. Spratt, N. G. Ranga, M. Ruthnaswamy, 
S. Bhoothalingam, C. H. Bhabha, S. Narayanaswamy and many 
oChera. 

FOR THE CHILD 

Aumal Nambnr: Chief Editor. Saradindu Sanyal; 

Published by the Director, Publications Division, Patiala 

House, New Ddhl; Pp. 70; IMce 25 paisc. 


This annual number of ’Yojna’, fortnightly journal publish¬ 
ed on behalf of the Planning Commission, deals with the theme 
"Child in developing India”. A series of articles focus at’en- 
tion on the need for fair deal for children and the importance 
ot adequate diet in childhood. In an interview. Dr P. V. 
Sukhatme, director ot the statistics division of PAO in Rome 
says that “diet protein deficiency if it is allowed to develop 
is certainly a very deadly thing. It will retard the growth of 
a child and result in low weight, low height, thin limbs, swollen 
stomach, and possibly retard even his mental development 
which cannot be made up in lat« life." An attempt has been 
made in this special number to show the steps which ate being 


taken in this country to provide nulrittou^'dedir to children, 
including the mid-day meals scheme. The child welfare work 
currently being done in some states has been described. The 
problems of delinquency, the drop-outs In school, the special 
needs of the tribal communities and the Importance of a national 
policy for child welfare have also bera covered. Recom¬ 
mendations of the committee set up by the Government of 
India in October, 1967, to study the problems of child welfare 
have been listed in a special article 

THE AGRICULTURAL REVOLUTION 

Explosloa Haager—1975: Edited and Published by L. T. 
KaramehandanJ, Seema Apartments, Bullock Road, Bandra 
Bus Stand, Bombay-50; Pp. 60; I^tce Rs 5. 

At a time when the foodgrains position in this country 
is looking a little brighter, this publication spotlights the 
gigantic food problem which this country ts likely to face In 
the coming years unless certain essential steps are taken., 
especially in regard to agricultural inputs and family planning . 
It covers ail aspects ot the food problem such as seeds, ferti¬ 
lizers, pesticides, livestock, credit, transport, consumers, family 
plannin; and international co-operation. The list of contrl* 
butoiL includes Jogjivan Rom, J. R. D. Tata. M. S. Swaminathan,. 
L. N. Birla, Homi J. H. Taleyarkhan, Shah Nawaz Khan and 
many others. The moral is that the spectre ot hunger will 
vanish only if we are able to reach self-sufficiency in foodgrains 
by 1970-71 which implies our producing not less than 120 million 
tonnes ot foodgrains in that year. 

ENGINEERING SERVICES 

Technical and Engineering Services Directmy: Ihiblished by 
the Indian Engineering Association, 0, Netaji Subhas Wnw rf, 
Calcutta-]; Pp. 60; I^lce Rs 5. 

The Indian Engineering Association has brought out in 
recent months some useful pamphlets. The Directory under 
reference describes the services offered by 23 engineering 
companies. The appendix to this booklet assists in locating 
the companies which are in a position to offer specific services 
in different industries. For example, under “market survey’' 
no less than nine companies have hem listed but the services 
available from each are confined to specific industries. Thus 
there Is only one company, namely, McNally-Bird Engg. Co. 
Ltd, which has facilities for conducting market surveys In 
electronics. 

FASIC INFORMATION 

Trading with the World (Country ProflIes): Published by the 
Indian Institute of Foreign Trade, 41-A, Friends Colony, 
Mathura Road, New Delhi; Pp, 560; Price Rs 19.75. 


This is a useful publication for exporters as "it brings 
together in one cover comparable, basic, economic and mar¬ 
keting Infonnafion in relation to various countries”. For those 
who are out to explore new markets for our traditional and 
non-traditional goods it will prove a handy companion as It 
describes in brief the economy, tiie foreign trade, the import 
policy and specifically our trade with each of the 100 countries 
listed here. 
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RECORDS AND STATISTICS 

Mobilising Idle Capacity for Exports 


DISCUSSIONS HAVE been held between the Secre¬ 
tary, Ministry of Industrial Development, Mr N. N. 
Wanchoo, and representatives of five industries (wire 
ropes, arc welding electrodes, commercial vehicles, cast 
iron spun pipes and house service electricity meters), 
for mobilising idle capacity for stepping up exports. 
Certain sectors of the engineering industry have been 
facing the problem of idle capacity for the last two 
years. Although there arc indications of recovery in 
a few industries, estimates for the next three to four 
years -show that the capacity already built in these 
industries cannot be fully used. It was decided in 
November 1968 that the Ministry of Industrial Deve¬ 
lopment should take the initiative in organising a series 
of dialogues with the representatives of selected 
industries. These dialogues have spotlighted specific 
areas in which exports can be increased. The high¬ 
lights of these discussions are given below: 

Wire Ropes: The capacity utiUsatinn in the wire ropes 
industry is less than 40 per cent. The prospect of steppins up 
this rate of utUlsatioa by domestic demand alone is not very 
bright, as its major product, haulage ropes, caters to the coal 
industry. It is possible to step up the current exports of the 
indtistry from the existing 5,000 tonnes per year to approxi¬ 
mately 20,000 tonnes a year by the end of the fourth Plan, as 
considera^ export markets exist in eastern and western 
Europe and the American continent. The opening up of these 
distant foreign markets for our wire ropes is somewhat in¬ 
hibited by high ocean freight rates. In order to obviate this 
problem, the industry has agreed to study warehousing opera¬ 
tions abroad wherever feasible and to co-ordinate shipments 
of wire ropes with those of rolled steel and steel tubes with a 
view to negotiating favourable freight rates with the shipping 
companies. It has also agreed to study the po.ssibiUttes of 
diversifloation of wire ropes for export markets by going into 
it«ns such as auto control cables. Certain requests received 
from the industry for additional export assistance are under 
govenunent consideration. It is proposed to sponsor a dele¬ 
gation of the wire rope manufacturers alotyt with a representa¬ 
tive of the government to establish commercial contacts in 
eastern Europe, particularly Poland and the USSR. In the 
meantime, arrangements have been and are bdng made to in¬ 
clude this item in the bilateral trade protocols between our 
country and east European countries. 

Are Welding Electrodes: The percentage utilisation of 
capacity by the older established units in this industry is 40 
while that for the newer units is less than 30 per cent. 
The outlook for a spurt in internal demand in the near ftiture 
is not hopeful, as the industry to which it caters viz., the struc¬ 
tural fabrication Industry, is itself faced with the problem of 
idle capacity. There has been an improvement in exports of 
arc welding electrodes from Rs 7 lakhs in 1967-68 to over Bs 21 
lakhs in 1968-69. The International market for arc welding 
electrode has been reported to be considerable; but the industry 
has hitherto not surveyed all the potential markets. The re¬ 
presentatives of the industry present at the meeting agreed to 
take immediate steps to collect and collate foreign market in¬ 
telligence as a first step in its export drive. Possibilities for 
export in this field are however not limitless, as some of the 
developing countries are putting up their own electrode plants. 
But, on the other hand, for these very countries, considerable 


export pos.sibiUtics exist through supply of core wire and 
readymix flux powder. The industry has agreed to consider 
collective export marketing of electrodes and electrode mate¬ 
rials. The price competition in international markets being 
very keen, the industry has made a request to the government 
to supply indigenous rutile at international prices and also to 
refix the current concessional price of in^genous electrode 
quality steel blllets/wire rods truly in line with international 
prices. This request is receiving the attention of the govern¬ 
ment and will be processed os soon as some further data asked 
for from the industry is received. 

Commercial Vehicles: Two of the four major units in the 
industry have practically no idle capacity whereas two others 
are working to SO per cent or below their capacity. All the 
manufacturers of commercial vehicles and Jeeps are keen to 
export and have expressed their readiness as a matter of 
company policy to promote exports. In the current year 1968-89 
approximately 1000 vehicles are expected to move in exports, 
partly because of the favourable climate in the Ceylonese 
market through the Rs SO million Indian government credit to 
the Ceylonese government. The industry expects to be able 
to sell for export by 1973-74, 12,000 commercial vehicles per 
year. While the current export prices for sales to certain 
markets do not present a problem, sales of vehicles to certain 
others are beset with very severe competltim from Japan. 


The industry has made certain reouests to the govern¬ 
ment for additional export assistance, which is being consider¬ 
ed. There are serious problems in the export market. These 
are the reluctance of shipping companies to carry built up 
vehicles, high ocean freight rates and the challenge of inter¬ 
national competition including deferred payment and hire- 
purchase fadlities given to buyers. These problems are being 
taken up with the appropriate authorities in order to enable 
our industry to compete ^fectively. One of the Indian manu¬ 
facturers has participated in a joint venture in Ceylon in the 
establishment of an assemblywnnn-manulacturing plant tor 
vehicles and this is expected to pave the way for conslderaUe 
exports of automobile ancUlaries from this country, apart 
from the spare part.s exports which would follow in the wake 
nf complete vehicles being exported. 


Cast inm spun pipes: The average capacity utilisation 
in this industry is .30 per cent. Six units in toe Industry 
have cither already clos^ down or are on toe verge of closure 
for lack of domestic offtake. Unless investments In the fourth- 
five-yoar Plan in water supply and sewerage schemes are 
considerably stepped up, this industry will have to live with 
the problem of considerable idle capacity for the next five 
years. The current export of 4000 tonnes of cast iron spun 
pipes from the country is about one per cent of its capacity. 
The industry is now aware that its survival rests on its 
capacity to export. It has been agreed at the meeting that 
toe indusry will present concrete proposals to the government 
within a short time about its propos^ to organise its export 
drive. It has further been agreed that an officially sponsored 
delegation of the cast iron spun pipe manufacturers along 
with representatives of public health consultancy firms and a 
government representative in the Ministry of H^to spedaUs- 
ing in public health engineering should >^t potential markets 
in South-east Asia, west Asia and Africa for assessing foreign 
demand for our spun pipes. The ddegation will not only 
confine itself to extensions to existing water supply and 
sewerage schemes in those countries but will also present to 
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the iHibUc health engineering authorities in those countries 
complete blue>prints for undertaking new schemes. In this 
process, it is hoped not only to sell spun pipes abroad but 
idso public health engineering plants such as water treatment 
plants, sewerage treatment plants and pumping plants tor the 
manufacture of which considerable capacity exists in our 
country- A substantial maiket exists in the USA, Kuwait and 
other countries for spun soil pipes of small diameters for 
which the industry has agreed to equip Itself technically. 
Moulds for catering to foreign markeia demanding inch size 
pipes wUl oe aUowed to be unported or metric moulds con¬ 
verted for the purpose. As most of the foreign markets for 
Spun pipes eliminate lead joints and call for ‘ryton joints, 
arrangements have been made by the mam licensee of Tyton 
joints in our country to snare the Know-how with other spun 
pipe manufacturers. This step u expected to open up new 
markets for spun pipes from tms country. 

Haase sarvlce electricity meters: The capoclty utilisation 
In this industry is approximately 7u per cent. There is same 
recovery in home demand; but the industry will nave a 
comfortaUe minimum annual surplus of 300,ouo meters for 
export throughout the period of the fourth Plan. Foreigu 


markets exist for absorbing this surplus in Asia, Africa ana 
Latin America. The foreign donana for meters ts both m the 
category of 120 per cent overload and 400 per cent to TOO 
per cent overload meters. The Indushry has agreed at tbe 
meeting to take immediate steps to orgamse an export pooi 
scheme by levying a small surcharge on its domesUc sate* 
and using the funds so ccdlected to support exports. 

This has become necessary, as ihe current export asaiatance 
from tile government has been considered somewhat inadequate 
to bridge the difference between the f.o.b., costs and f.a.b., 
recoveries, because of severe international competitfon. The 
Industry has also agreed to place at the disposal of the State 
Trading Corporation meters for export on the basis of marginii i 
costs. The industry is lacing certain critical shortages of 
raw materials and components such as CRCA sheets, magnets,, 
aluminium alloy strips and resistance wires. The government 
has agreed to consider their imports (to supplement domestic 
supplies) within the import replenishment earned by the 
industry on Its exports of meters. It is also proposed to- 
consider the feasibility of integrating Indian spedflcatlona 
with export specificotlons for meters to' the extent ao 

as to avoid extra tooling costs. 


A Plea for Sustained Export Efforts 


THE UNION Commerce Minister, Mr Dinesh Singh, 
called for an aggressive export drive to be mounted 
on the basis of the policy framework and the favour¬ 
able economic conditions which now prevailed in the 
country. Speaking at the third meeting of the Board 
of Trade held in New Delhi, on January 23, the 
Commerce Minister suggested that this effort should 
be directed mainly towards the developing countries. 
“This would enable us to achieve our objectives in the 
export field quicker and in a more enduring fashion”, 
he said. 

Referring to the poor response from the big indus¬ 
trialists in taking advantage of the facilities provided 
by the government in the Kandla Port, he said: “The 
response for the use of these facilities has so far been 
somewhat discouraging.” He said tha^ whenever he 
discussed this question with industrialists, especially 
those non-resident Indians who were abroad, they were 
only making further suggestions for improving or 
increasing the facilities without coming out with sug¬ 
gestions for starting industries. The government could 
not, he said, be giving concessions unilaterally; there 
had to be some concrete response to what had been 
offered so far. 

The following is the full text of the Commerce 
Minister’s speech: 


Ra »08 crores as against Ra 797 crorea in the tame period of 
1967-68, that is, higher by as much as Rs 112 crores. This In¬ 
crease of over 14 per cent in exports has been fairly 
except in the month of June 1968 when the exports were only 
marginally higher than June 1967 and there has been conala- 
tently a belter performance in every month of 1988-69. 
the trend has been sufficiently sustained to make ua look for¬ 
ward to its continuation and if we continue to make the same' 
determined effoits for export promotion as in the past catip; . 
of years, we may evei succeed in accelerating the upward 
trend. 1 would, however, like to emphasise that, unless w« pur¬ 
sue efforts to step up exports with vigour, determination and 
imagination, it is easy to lose the gains which have been secur¬ 
ed in the past lew months. 

Proper Climate 

The fact is that the improvement in exports this year has 
been achieved for the most part under the non-lradltlonal 
especially engineering goods. Iron and steel, chMair.i.if usd 
nUiea products. Tms au„urs well for the future of txiorta 
because international trade In primary products has been hi 
the doldrums for a long time and the growth of industrial ex¬ 
ports Is the only enduring solution of the balance of payments 
problem of an industrialising country such as oura. As much 
as 57 per cent of the increase In exports during the current 
year as compared over the same period of the preceding year 
is accounted for by non-tradlUonal exports. This Is not merely 
a reflection of the fact that after nearly two decades of 
sant efforts, our industrialisation appears, at last, to have 
come of age but also of the fact that a proper cUmate of ex¬ 
ports has been created by government’s efforts and the co¬ 
operation of the manufacturing and exporting community over 
the past few years. 


"I have great pleasure in welcoming you today at the third 
meeting of the Board of Trade. It is more than six months 
since we met in this Board last and my pleasure in meeting you 
after such a long interval is heightened by the events in the 
Intervening six months in the field of exports which must 
necessarily be uppermost in the minds of all of us. 

During this period, exports have reached record Ievel.<i 
never matidied before even in 1964-65 which was the best year 
for exports. 

Total exportf durtog the period April-Novcmber 1888 were 


At the last meeting of the Board, the need for broad 
stability and continuity in export policies was emphashed I 
should like to take this opportunity of re-affirming govern¬ 
ment’s concurrence in thU view. At the same time, steadily 
if in a somewhat unspectacular manner, government ia trying 
to construct a .solid toundaUon tor a viable and vigorous 
growth of exports. ^ 


In these efforts, I derive invaluable'aiaistance from th* 
ddiberaOona rf this body which have aucceeded in ptn^ntt^ 
attention on the major problemB whlidi the exporting comrau- 
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ntty enrounten and in devising constructive solutions for those 
problems. Without going into the philosopitQr of exports, 1 
would wish to stress the fact that while goveminent, with the 
best will In the world, can do no more than create congenial 
oonditiorui for exports, the actual task of affecting exports 
would always have to be the rcsponalbility of exporting com¬ 
munity. It is also because of the frank (Useussions in depth 
with you in this body that government is able to keep in touch 
with the problems which exporters encounter from day to day. 

Our achievements so far are certainly a matter of grati¬ 
fication but do not warrant any relaxation of our efforts. 

Indian Export Service 

An example of the consistent endeavour of government to 
build up the infrastructure of exports is provided by the steps 
wliicb have been taken to improve the overseas information 
basis of exports by the circulation of the tender' notices of 
foreign countries in the most expeditious manner. As you 
would' no doubt have seen the agenda papers circulated to you, 
the principal channel tor disseminating information regarding 
foreign tenders is our weekly publicotlcm, namely, the Indian 
Export Service Bulletin. The weekly publication of this bulletin 
sometimes does not permit Information regarding foreign ten¬ 
ders to be furnished in time in the case of short-timed tender 
notices. 

In such cases, the notices are despatched Immediately 
to the Export Promotion Council concerned, or, where appro¬ 
priate, to the STC or to the only manufacturer, if such is the 
case, of the product concerned. In 1068, over 3000 items were 
published regarding tender documents or invitation to global 
bids in this bulletin. Efforts are also made to furnish infor¬ 
mation for the benefit of newcomers to global tendering, on 
such plere.s of information as bid bond, performance bwd. 
security, basts of quotations, etc. The description of the 
requir^ product including its specifications is also given to 
the extent possible. It is the hope of government that you 
Would find this particular service useful which may perhaps 
be considered to be your window on the world. I should wel¬ 
come suggestions from the members of this Board for improve¬ 
ment of this service which constitutes an important rung of 
the ladder of export success. 

Kaiidla Free Trade Iona 

As you are no doubt aware, another important step in 
the building up of export infrastructure is the setting up of 
ttie Kandla Free Trade Zone since 1965. It is the first experi¬ 
ment of its kind in India and it is a matter of some concern to 
government that the industrial and trading community of this 
country has not so far taken sufficient advantage of this faci¬ 
lity. The zone covers an area of 320 acres where it Is possible 
to produce goods for export at competitive rates without going 
through the processes of first paying duties and taxes leviable 
In this country and then securing their reimbursement. Apart 
from the fact that all plant, machinery, components and raw 
materials imported into the !u>ne are completely ex^pt from 
customs and excise duties, other facilities for exports are also 
generally extended to this zone. Thus, the policy of Import 
replenishment for registered exporters not only applies to units 
located in the zone, but, in fact such units can ask for a higher 
rate of replenishment than is permissible outside. At the same 
time, the screening committee which can gront such higher 
replenishment rates would also have the discretion to make 
appropriate downward adjustments in the rates of cash assist¬ 
ance including in extreme cases even denial of cash assistance. 
Besides this, advance import licensing for the raw materials, 
components and spares from the most preferred sources is 
also allowed on the merits of the case. Import licensing In 
general is allowed more liberally for units within the zone than 
outside it. Finally, production of goods falling below the re¬ 
quired international standards is allowed to be disposed of 


within the country subject to the discretion of the authorities 
end payment of the normal duties^ Over and above these faci¬ 
lities, the zone is served by a first class modem port with up-to- 
date mechanical cargo handling facilities. 

The response lor the use of these facilities has so far been 
somewhat discouraging. Since the establishment of the zone 
nearly four years ago, less than 400 applieations have been 
considered and only 160 schemes have been approved by the 
selection committee. The names of a number of approved ap¬ 
plicants have had to be struck off the Itet lor foilure to take 
action to set up their industries. Again, while the import 
licences for machinery have been approved for units in the 
zone up to Rs 146 crores, the actual Imports had not exceeded 
Rs 2.5 lakhs by the end of September. While I do not wish 
to go into further details, it is necessary to express govern¬ 
ment's dissatisfaction with the results of tUs experiment so far. 
1 shall be grateful for a thorough discussion of the difficulties, 
if any, which industry is experiencing to setting up industrial 
units in the zone so that we could strive to bring about the 
required improvement and make a success of this worthwhile 
fadlity. 

I have referred earlier in my speech to the increase In non- 
tradiUonai exports through which we are currently passing. Of 
these engineering goods which have shown the highest rate of 
growth during tl» past six months have undoubtedly benditod. 
from the financial facilities which the government has sought 
to orovlde. 

Export Finance 

The further development of aU non-traditional exports and 
of the export of capital goods in particular Is apt to hinge 
significantly on the adequacy of export finance. The problem 
arises because our prindpai markets for capital goods lie in 
the developing countries which tend to run into balance of pay¬ 
ments difficulties sooner or later after the beginning of tte 
process of planned development. Recognising this, developed 
countries exporting capital goods have created an daborate 
framework of export credit facilities with which we shall have 
to compete increasingly if our exports of non-tradltional goods 
are to be developed further. 

Quite clearly, the commercial banking system is not yet 
equipped to meet the somewhat exading requirements of export 
finance. 

It is in view of this that since the middle of 1961 a number 
of steps tove been taken to ease the position In this respect. 
These steps Indude the provision of re-financing fadlity by 
the Reserve Bank at concessional rates to commercial banks in 
respect of export bills, the extension of the period of deferred 
payment from five to seven years and even up to ten years in 
exceptional cases, exclusion of export financing by commer¬ 
cial banks from the computation of their net liquidity ratio 
the grant of credit on concessional terms by the Reserve Bank 
to the commerdal banks in respect of the excess of their ad¬ 
vances to exporters over a base period, further reduction in 
the concessional rates for export cr^t, the budgetary provision 
by the central government of an Interest subsidy in respect of 
advances to exporters and finally direct partidpatlon in export 
financing by the Industrial Devdopment Bank of India. As 
you are already aware, effective export flnandng calls fw 
adequate risk cover of the appropriate kind which, under our 
conditions, is provided by ^ foport Credit and Guarantee 
Corporation. The ECGCs Insurance policies cover 80 par cent 
of the commerdal risks and 86 per cent of the poUtieal risks. 
These fadlitin have produced a perceptible impMt on the 
growth of the exports of nm-traditlonal Items in general and 
engineering goods in particular. Here, again, I ■bail vary 
much arelcome discussion in depth of the subject end construe- 
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tive ■uggestioM for a lurthar Improvement in the eiaberate 
financial framework for exports that we have constnicted. 

Another eidufion of the sumc problem of demand for 
Imporu from developing countries being tied up with the 
avaiUbillty of credit facilities is the practice of setting up 
Jotait ventures which has become exceedingly pcunilur in recent 
ftBtt. The government has always given every encouragement 
far letting up joint ventures abroad in a judicious manner. 
The purpose of such ventures should be not so much to eontrul 
the policy of the venture in the country of investment as 
so promote tt» export of goods and technical know-how from 
fhla 'country. This mode of export has evened encouraging 
response in developing countries and in the past five years 
M projects have been approved for the setting up of joint 
wntures in various countries. In devrioping countries we 
itaotdd be careful to see that we don't give an impression of 
«!(plottatlan. 


We are there to help increase economic -activity and ought 
to provide the tools, the know-how and the professional 
expertise. 

It is significant 'ttmt some of these projects are also 
located in such advanced countries as the UK and Canada. 
The government's policy is distinguished by the following 
main features. 


<iovernmcnt Policy 

While equity investment up to 49 per cent is permitted 
frdm India in joint ventures abroad and while the value of 
indigenous machinery, components, etc., can exceed the value 
of Indian capital participation, the latter is not allowed to 
exceed the foimer. We do not allow cash remittances for 
such Investments. The usual import replenishments are allowed 
as the export of capital goods as part of a joint voiture is treat¬ 
ed as export per se. We also would prefer participation on 
the basis of turn-key jobs. This practice not only helps to 
promote exports of Indian products in foreign countries, at the 
time erf export, but. In tact, creates a permanent demand for 
Indian spares and components as well as Indian technical 
know-how. 

For an industrial economy which is fast reaching a level 
of maturity, this must be regarded as a most Interesting outlet 
for BophistlcBted production and technical know-how. It is 
government's sincere hope that the industrial and trading 
ctimmunlty. which has already shown signs of becoming increas¬ 
ingly outward looking, will take a keen interest in this mode 
oC export and develop it rapidly. 

Today, 1 have touched upon a good many problems in the 
tieid of exports. As you will have noticed, the main accent 
of the problems which 1 have chosen to discuss today Is on 
exports to developing countries. During the current year, 
exports to the ECAFE countries have increased Iw 32 per cent 
while those to the west Aslan Arab countries have increased 
by over 75 per cent. Exports to Africa and Latin America, 
however, have shown a decline. Exports to Latin America 
certainly do require greater attention, and. indeed, the infra¬ 
structure for exports to these countries such as shipping 
facilities, trade channels, etc., is yet to be developed. It l.s. 
however, important to pay immediate attention to trade with 
Africa, not merely because that part of the world with its 
rich ixitcntial for the absorption of Indian products has not 
yet begun to loom prominently on our export map, but also 
because titers exists a considerable infrastructure for exports 
to that region. Yet another facet <rf the some question is 
the fact that with the exit of the European colonial powers 


from Africa, a considerable pbUtlca! and economic void has 
been created in those countries and unless we step into the 
latimr immediatei)', it may be too late to cultivate marfcets 
In those coimtries. 


You aw already aware of the fact that French franc 
area In Afrfca is closely knit with France. The west African 
countries are already looking to the European Economic Com¬ 
munity and some of them have association arrangements with' 
EEC while the east African countries also have already begun 
to think .n those terms. In addition to these cross-currents, 
there is also a fairly strong and deep rooted movement dt 
economic integration in Africa, either on regionrd or sub¬ 
regional basis. For these reasons, it is necessary to take a 
more active and positive interest in developing our exports 
to Africa and it is worth reiterating that this imun be d<me 
immediately before the hindrances which I have referred to 
become too firmly entrenched. 


Tncreasinidy. it ia becoming clear that for the future gsewth. 
of our exports we must look to developing coimtriM mi nrit 
merely to developed ones. Efforts are under way in VNCTAD, 
GATT and ECAFE to devise wuj's and means of bringing 
about the trade expansion -of devehtplng countries. Our own- 
tripartite agreement with Yugoslavia and the UAR has osr- 
tainly shown the way. Nevertheless, we cannot afford to reet 
on our laurels. An aggressive export drive needs to be mounted 
on the basis of the policy framework and the favourable 
economic conditions which now prevail in the country and 
this erroi t has to be directed chiefly towards developing coun¬ 
tries. This would enable us to achieve our objectives in the- 
export field quicker and in a more enduring fashion." 
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A Quarterly Bulletin of "Baetem Economist/’ 
this publication surveys important deoclafimtntf 
in each quarter in (he various fields of the natio¬ 
nal economy as ivell os in the world economy. 
organizes its material in a convenient form nnd 
illustrates it with diagrams, graphs and charts. 
Its features are a business roundup, an analysis 
of markets and an investment supplement. 

The Bulletin averages 84 pages and is priosd 
at Rs 4 per copy. The annual subscription is 
Rs 16. 

Inquiries regarding subscription and odwr- 
tisements may be addressed to; 

The Nmager, 

The Eastern Economist Ltri., 
fwt Box Mo. H 
Now Oelhi-I. 




294 


EASTERN ECONOMIST 


February 14, 1969 


Wholesale Prices 


WHOLESALE FltlCES as measured by the ottieial index (with 
ibe year ended March, 19S3 as 100) receded by 2.6 per cent 
to 206.5 during December 1068, as compared to 212.1 for 
November 1068, The index lor D^sember 1968, was lower 
by 2.2 per cent when compared to 211.2 for December 1967. 
During the month under review ‘food articles’ declined by 
S.O per cent to 217.9, ‘fuel, power, light end lubricants’ by 
0.2 per cent to 102.7 and ‘industrial raw materials’ by 1.6 per 
cent to 231.1. However, the indices for ‘liquor and tobacco* 
advanced by 14.7 per cent to 248.6 and ‘manufactures’ by 
0.1 per cent to 171.8 when compared to November 1968. 

Food Articles 

Ix>wcr prices of all the cereals brought down the index 
for 'cereals’ sub-group by 4.2 per cent to 192.2 (At this level 
the index was lower by 3.9 per emit when compared to that 
of a year ago.) A fall in the prices of all the pulses indudlng 
gram was responsible for a decline in the index for ‘pulses’ 
sub-group by 8.7 per cent to 187.7. As a result of a decline 
in both cereals and pulses the sub-group index for ‘foodgrains’ 
moved down by 3.1 per cent to 191.4 as against 201.6 for Ute 


earlier month. The sub-group index for ‘fruits and vegetables' 
fell by 9.3 per cent to 212.5 due to lower prices of all the 
fruits and vegetables except cashewnuts which rose slightly. 
In December, 1968, the prices of both milk and i^ee receded, 
with the result that the index for this sub-group declined 
by 3.9 per cent to 220.2. Lower prices of alt the edible oils 
brought down the index for ‘edible oils’ sub-group by 6.3 
per cent to 254.8. The sub-group index for ‘fish, eggs and 
meat’ advanced by 4.0 per cent to 223.4 owing to an increase 
in the prices of fish, eggs and meat. The prices of bo,t 
sugar and gur receded during December, 1968; consequmtly 
a significant fall of 9,1 per cent was reidstered in ‘sugar and 
gur’ sub-group index. Among the other food articles, the 
prices of tea, black pepper, chillies, turmeric and salt fril 
while those of coffee, cloves, cummin and cardamoms registered 
a rise with the result that the index for this sub-group moved 
down from 256.6 to 254.2 during the month. 

Uqnor and Tobaeco 

Due to a rise in the price of tobacco raw the index for 
‘tobacco’ sub-group advanced by 16,0 per cent to 245.4 end 


INDEX NUMBEBS OF WHOLESALE PRICES BE GROUPS AND SUB-GROUPS OF COMMODITIES 

(Base: 1952-53^100) 


Monthly Average % Increase (-(-) Decrease 

Groups and sub-group December November December (—} in Dec. 1088 as 

1968 1068 1067 compared to 


November December 

1968 1967 


Peed artldes 

•. t 

... 

217.9 

220.3 

239.3 

- 5.0 

— 8.9 

Foodgrains: 

. «. 


191.4 

201.6 

215.1 

— !i.l 

—11.0 

Cereals 



192.2 

200.7 

199.9 

— 

— 3.9 

Pulses 

• • t 


187.7 

205.6 

284.1 

~ 8.7 

—33.9 

Fruits and vegetables 

• «. 

... 

212.5 

234.9 

221.6 

— 9.5 

— 4,1 

Milk and ghee 


... 

220.2 

229.2 

223.4 

— 3.9 

— 1.4 

Edible oils . 

• •• 

••4 

254.8 

271.8 

280.7 

— 6.3 

— 9.2 

Fish, eggs and meat 



223.4 

214.9 

244.7 

•+ 4.0 

— 8.7 

Sugar and gur 

• «s 

• •4 

270.0 

297.0 

355.0 

— 9.1 

—23.9 

Other.s . 

... 

... 

254.2 

25G.6 

236.5 

— 0.9 

-t- 7.5 

Uqnor and tobacco 

... 

... 

248.6 

216.7 

138.8 

-1-14.7 

f-79,1 

Tobacco 

... 

... 

245.4 

211.6 

130.3 

-fl6.0 

H88.3 

FML power, Uidit and Inbricanta 

... 

... 

192.7 

193.1 

189.0 

— 0.2 

+ 2.0 

Indudrlal raw materiala 

... 

... 

231.1 

234.9 

221.1 

— 1.6 

4.5 

FtbrM 


oeo 

241.6 

238.9 

189A 

+ l.l 

+2,13 

Oilseeds 


• * • 

246.6 

261.3 

276.2 

— 5.6 

—10.7 

Minerals 

• •• 


146.2 

144.6 

148.9 

-1- 1,1 

— 1.8 

Others 

... 

... 

187.2 

183.7 

181.4 

+ 1.9 

-b 3.2 

Mannfaetnrco 

... 

... 

171.8 

171.6 

164.6 

■¥ 0,1 

-1- 4.4 

Intermediate products 

• •• 

a.s 

204.8 

204.9 

207.4 

— 

— 1.3 

Finished products 

... 

• •• 

186.4 

166.2 

157.6 

-t- 0.1 

+ 5.6 

Textiles 

... 

... 

164.6 

164.3 

150.4 

-f- OJI 

-t- 9.4 

Cotton manufactures 



160.3 

160.1 

156.8 

+ 0.1 

-1- 2.2 

Jute manufactures 

... 

• •• 

179.6 

179.4 

t25Ji 

■+ 0.1 

•i-43.S 

Woollen manufactures 

**• 

.4. 

193.8 

lOSA 

204.2 

— 

— 5.1 

Silk and rayon manufactures 

s*. 

... 

148.0 

147.6 

160.0 

-t- 0.3 

— lA 

Metal products 

... 

... 

224.1 

224.1 

213.1 

— 

-i- 5.2 

Chemicals 

• •a 

... 

155.7 

154.6 

149.0 

+ 0,7 

+ 4.1 

Oilcakes 

• •• 

... 

250.0 

262.4 

294.4 

— U 

—12j0 

Machinery and transport equipment 

... 

... 

158JI 

158.1 

154.7 

4- OA 

+ 2.7 

Others 

... 

... 

137.7 

137.6 

135.3 

+ 0.1 

+ lA 

AD commodities 

... 

... 

206.5 

212,1 

211.2 * 

— 2.6 

— 2.2 


Sooree: Economic Adviser to Govmunent of India. 
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the group index for ‘liquor and tobacco* was marked up by 
14.7 per cent to 248.6 as compared to 216.7 for the preceding 
month. 

Fuel, Power, and lAbrieanta 

The index for ‘fud, power, light and lubricants' group 
receded by 0.2 per cent to 192.7 due to a fall in the price 
of castor oil. The prices of all other items, however, remained 
stationary at their earlier month's levels. 

Indotrlal Baw Materials 

Higher prices of jute raw, hemp raw and wool raw pushed 
up the index for ‘fibres' sub-group by l.l per cent to 241.6. 
The prices of cotton raw and silk raw, however, recced. The 
prices of oilseeds including copra fell and the index for ‘oilseeds’ 
declined by 5.6 per cent to 246.6 as against 261.3 for the 
earlier month. The sub-group index for ‘minerals’ advanced 
by 1.1 per cent to 146.2 due to a rise in the prices of manganese 
ore. Among the other industrial raw materials the prices 
of hides raw, skins raw, tanning materials, rubber and lac 
advanced while sugarcane and logs and timber remained un¬ 
changed at the earlier month’s level; consequoitly the index 
for this sub-group rose by 1.9 per cent to 187.2. 

Intermediate Prodnets 

The index for ‘intermediate products' worked out to 204.8 
as compared to 204.9 for November 1968. Items which showed 
variations during the mrnith were linseed oil, zinc and coir 


yam which depicted a fall, while leather, rayon yam, alu¬ 
minium and copper advanced. 

Ptnlshed Prodnets 

The sub-group index for textiles’ advanced by 0.2 per 
cent to. J64:6 due to higher prices of cotton manufactures 
( f 0.1 per cent to 160J) and Jute manufactures (4>0.1 per cent 
to 179.6} and silk and rayon manufactures (+0.3 per cent to 
148.0). The price of woollen manufactures, however, stood 
stationary at its earlier month's level. Among the cotton manu¬ 
factures, the price of cotton cloth (mills) rose foactionally 
while handloom doth fell slightly. 

The sub-group index for ‘metal products’ remained sta¬ 
tionary at its previous month’s level of 224.1. Due te an 
increase in the price of soap, the index fur ‘chemicals'advanced 
by 0.7 per cent to 155.7. The index for ‘oilcakes' aub-.v'roup 
receded by 1.3 per cent to 259.0 as compared to 262.4 for the 
earlier month. Higher prices of machinery and rubber tyres 
and tubes pushed up the index for 'machinery and transport 
equipment’ by 0.5 per cent to JS8.9. The prices of cyclos, 
however, declined fractionally. Among the ‘other finished 
products’ the prices of bricks and tiles and pottery goods 
advanced fractionally while all other items remained unchanged 
at the previous month’s level with the result that the index 
tor this sub-group worked out to 137.7 as against 137.6 for 
November 1968. On the whole the index for 'finished ‘products’ 
advanced from 168.2 for the preceding month to 166.4 during 
December, 1968. The group index for ‘manufactures' (com¬ 
prising of intermediate and finished products) odvenced by 
0.1 per cent to 171.8 due to higher prices of finished products. 



Money Supply With the Public 


(lla eroraal 

Ust Friday 

Money Supply 

Total Currency 

with Public 

Deposit Money with the Public 

Total Net Demand Other Dcpoilts 

Deposits of wlthKeserve 

Banks Bank 

Total 

Variation* 

in Money 
.Supply 

I960-0t 

2,668.81 

2.098.05 

770.56 

757.10 

13.46 

4 199.16- 

1961-62 

3,045.82 

2.301.16 

844.68 

827.43 

17 2.3 

f 177.21 

1962-63 

3,309.97 

2.379.47 

930.51 

907.98 

22 53 

1 264.11 

1963-64 

3.752.12 

2,603.86 

1,146.56 

1,114.66 

31.91- 

i 442.16 

1964-65 

4,080.28 

2.769.05 

1.311.23 

1.289.52 

21.70 

1 328 16 

1965-66 

4,529.39 

3,034.28 

1.405.10 

1.478,38 

16 V2 

4 441.11 

1000-67 

4,949.20 

3,196.80 

:.752.40 

1.710.09 

41.41 

4 419.81 

1967-68 

5,861.77 

3,876.08 

1.975.69 

1,919.36 

56.32 

1 402.57 

1967 November 

4,049.44 

3,136.90 

1,812.54 

1.787.57 

24.97 

1 47.53 

1968 June 

5,476.71 

3,447.94 

2.028.76 

1.968.47 

60.29 

4- 64.07 

., July 

5,388.10 

3J173.29 

2,014.81 

1,957.99 

.56.61 

— 88.61 

„ August 

5,260.97 

3,323.67 

1.367.30 

1,912.32 

54.98 

~ 97.1.3 

,. September 

5,251.25 

3,334.30 

1.896.93 

1.8-12.00 

54.35 

— 30.72 

„ October 

5,316.03 

.3,358.75 

1.957.28 

1.902.83 

54.45 

t- 84.78 

„ November 

SJ!83.39 

3,318.33 

1.965.06 

1.903.05 

62.02 

— 3164 


Sonrea: Heserve Bank of India 
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CONSUHER PRICE INDEX NUMBERS 

(Waridag elMa) 


Centre 

INl- 

92 

loos¬ 

es 

1963- 

64 

1904- 

69 

1N5- 

66 

1906- 

67 

1N7- 

68 

1967 

Oct”” 

June 

July 

1868 

Aug. 

Sept. 

Oct. 






(Year 1949a 

100) 







All lodia 

127 

131 

137 

157 

160 

191 

213 

217 

214 

213 

216 

218 

219 

Cuttack 

134 

142 

191 

178 

IN 

213 

244 

232 

249 

242 

241 

244 

249 

Gauhatl 

107 

112 

112 

128 

139 

158 

194 

203 

233 

227 

224 

227 

220 

Jabalpur 

US 

133 

143 

160 

168 

207 

231 

247 

215 

217 

221 . 

229 

229 

Ludhiana 

100 

112 

119 

131 

139 

179 

199 

201 

204 

209 

209 

215 

216 

Madras Oty 

149 

190 

193 

177 

192 

207 

217 

220 

214 

211 

215 

220 

220 

Trlchur 

130 

137 

146 

164 

180 

199 

214 

217 

216 

223 

230 

232 

234 






(Year 1060 a 

100) 







Atunedabad 

103 

109 

110 

124 

130 

148 

168 

174 

161 

162 

166 

172 

174 

Ajmer 

lOS 

106 

108 

123 

132 

156 

176 

179 

173 

172 

176 

183 

184 

Bcmbay 

104 

100 

100 

119 

130 

147 

102 

162 

167 

166 

166 

167 

166 

Bangalwe 

100 

109 

114 

124 

144 

199 

172 

178 

178 

179 

180 

184 

186 

Calcutta 

102 

109 

114 

124 

131 

148 

163 

171 

169 

172 

174 

174 

176 

Delhi 

104 

108 

114 

126 

136 

152 

172 

178 

174 

178 

180 

183 

185 

Hyderabad City 

104 

108 

119 

128 

140 

198 

167 

169 

166 

169 

176 

182 

183 

Jamshedpur 

102 

109 

109 

122 

130 

198 

183 

194 

175 

175 

178 

173 

176 

Kanpur 

102 

109 

113 

136 

146 

193 

174 

187 

171 

172 

176 

180 

181 

Nagpur 

97 

98 

100 

181 

138 

148 

164 

168 

166 

161 

169 

183 

172 

Sholapur 

00 

109 

106 

123 

128 

ISO 

16S 

170 

164 

164 

166 

168 

170 


Source: Lal>eur Bureau. 

CONSUHER PRICE INDEX NUMBERS FOR URBAN NON-MANUAL EMPLOYEES 


(Base: 19N«1W> 


Centre 

1960-61* 

1901-02 

1M2-0S 

1903-04 

IN4-89 

1965-61! 

1960-67 

1967 

Sept. 

June 

July 

1968 

August 

Sept. 

AU-lndla 

100 

104 

108 

113 

124 

132 

146 

161 

160 

161 

163 

163 

Bombay 

99 

103 

107 

114 

129 

132 

142 

152 

157 

155 

159 

1.59 

Delhi-New Delhi 

100 

105 

111 

110 

125 

131 

142 

155 

161 

162 

164 

165 

Calcutta 

98 

102 

107 

112 

118 

126 

139 

155 

156 

158 

160 

ICO 

Madraa 

103 

100 

111 

118 

125 

133 

147 

lS.i 

154 

ISO 

150 

153 

llyderabad- 

Scrunderabad 

101 

104 

107 

111 

122 

133 

147 

153 

156 

157 

160 

163 

Bangalora 

102 

IN 

111 

115 

124 

133 

143 

156 

158 

158 

160 

164 

Lucknow 

too 

102 

10.1 

no 

129 

132 

146 

163 

155 

157 

157 

180 

Ahmedabad 

100 

103 

105 

112 

129 

131 

146 

163 

157 

160 

164 

166 

Jaipur 

101 

109 

101 

111 

128 

133 

150 

166 

165 

167 

171 

174 

Patna 

90 

102 

100 

111 

124 

139 

160 

187 

174 

174 

178 

176 

Srinagar 

109 

lOS 

111 

120 

121 

134 

MS 

155 

166 

160 

104 

169 

Trivandrum 

103 

105 

110 

119 

122 

131 

146 

163 

167 

166 

167 

1G9 

Cuttack-Bhubniieswar 100 

107 

113 

122 

189 

142 

154 

166 

167 

167 

168 

169 

Bhopal 

102 

109 

111 

US 

128 

133 

144 

167 

162 

167 

171 

173 

Chandlgarb 

101 

IN 

108 

114 

124 

129 

113 

158 

158 

161 

164 

166 

ghlUong 

101 

103 

107 

114 

121 

123 

134 

155 

163 

164 

165 

166 


* Relates to the period January to Mareh INI. Soww: Central Statistleal Ocganisation. 
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The Revolt of the Region 

IN A leading article in the issue of January 31, this journal, looking 
into the crystal glass of the mid-term elections, suggested that the 
Congress party was being foiued to fate consciously for the first time 
a challenge to its survival as the premier political party in the nation. 
It was then explained that, while the last general ele^on had ended 
the domination of the political scene by the Congi-ess party as a mono¬ 
polist of political authority and governmental status at the central and 
state levels, the mid-teim elections would be decisive in determining 
whether the Congress might expect to survive as the major political 
force in national affairs. Their verdict or verdicts have clearly not gone 
in favour of the Congress party. 

To put it bluntly, the Congress is not to be regarded any longer 
as the overlord or even the overseer of the course of national affairs 
or the shaping of its political ctestiny. In West Bengal it has lost to 
the communists and in Pimjab to the Akalis. It has not succeeded in 
Bihai- in obtaining a mandate to govern and even in Uttar Pradesh, 
where it has scewed enough seats in the legislature to be able to form- 
a ministry with marginal support from outside its ranks, it has nut been 
able to bring about a definite reversal of the alienation of the electorate 
so painfully brought home to it in the general election of 1967. 

The question is: What precisely has hit the Congress party? For 
an answer, we have perhaps to start with the failui'c of the Congress 
party over a period to find firm ground in the politics of Kerala where 
it had at no time enjoyed the kind of primacy in the political affections 
of the people which was its lortimate lot in most of the rest of the 
cuuntiy. It was, however, through the general election of 1967 that the 
story took a really dramatic turn. The most pronounced change in the 
Congress fortunes was registered in what was then the Madras state 
and what is now Tamil Nadu. The victor here was a local party with 
a very pronounced local habitation and a local name. A .similar reverse, 
although less striking in its appearance, was suffered by the Congress 
in Orissa, where it was mastei^ by what was essentially a local force, 
viz,, the erolwhile Ganatantra Parishad, attired in the garb of the all-India 
Swatantra party. In Rajasthan, where the local challenge to the Congress 
also chose to wear the Swatantra attire, victory came tantalizingly close 
to the reach of the challenger. 

In Madhya Pradesh, a wimbinatidn of local forces, uniting the 
popular as well as class support commanded by the House of Gwalior and 
the Jana Sangh functioning in this state essentially as a local rather 
than an all-India party, was able to displace the Congress from power. 
In Punjab, the majority of the electorate had already begun showing 
an unm is taka ble preference for the local party, viz., the Akali Dal. In 
Gujarat, with better organisation and more professionally competent 
leadership, the Swatantra party, appealing to the electorate in the state 
more as a local parfy than as an all-India one, might easily have made 
a better showing against the Congress than, in fact, it did. In Uttar 
Pradesh and Bihar, the absence of strong local challenges, while not 
helping the Congress to maintain control of the legislatures, contributed 
to a splintering of political authority among a multiplicity of parUea 
following a surge of popular disaffection towards the Congi^ss. The 
situation in West Bengal was rimilar to this except to the extent that 
a trend towards accepting the communist movement in the state as an 
authentic local alternative to the Congress bad begun takbig shape. The 
sum and substance of these results of the last general election were 
that in various parts of the country, where hitherto large numbers of 
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people were willing to Identify theno^lves With the 
all-India Congress party, a subtle and strong preference 
was developing for regional idteraatlves, actual or 
potential, which could help the regional electorates 
concerned to acquire distinctive, even if not separate, 
political identities. 

The mid-terxn polls have only taken this process 
a stage further. In Punjab, the regional party, the 
Akali Dal, has come into its own almost as decisively 
as the DMK had done in Tamil Nadu two years ago. 
In West Bengal, the communists, similarly, have been 
given by the electorate the role of the regional party 
of the state. This pursuit of a regional identity rather 
than any deliberate acceptance of ideology or pro¬ 
gramme seems to be the real explanation for the recent 
turn of events in West Bengal as well as for the baac 
communist bias of Kerala politics over the years. It 
is, no doubt, unfortunate that the communists happen 
to have qu^fied for the regional role in these two 
states, but, for a proper understanding of the present 


The "cabtaet reshuffle” Is diseassed on panes 311 and 313. 


posture of our political affairs, it is clearly necessary 
for us to appreciate correctly the implications of the 
communist triumph, earlier in Kerala and now in West 
Bengal. The Congress retreat before the communist 
forces in these two states is less of a surrender in the 
face of a preferred political and economic ideology than 
the withdrawal of an essentially all-India paity less 
able to help the electorates of those states in ^veloping 
their respective regional identities than the communist 
movement effectively oriented towards the respective 
regional needs and aspirations of those states. 

This interpretation would also seem to apply to 
Uttar Pradesh, although in that state the Congress has 
been able to emerge as far and away the largest single 
contender for the control of the legislature. It is 
significant that the second largest party in the new UP 
legislature will be the BKD. It seems to have acquired 
its strength essentially at the expense of the various 
non-Congress parties, the Jana Sangh, the Swatantra, 
the PSP, the SSP, the CPI and the Republican party. 
The BKD, strictly speaking, is not a state party, but 
in reality it does not have much strength outside 
Uttar Pradesh and in the state itself it is identified 
with the personality and personal leadership of Mr 
Charan Singh, one of the most respected figures on 
the UP political scene. As at present, the BKD in 
UP shows every sign of developing into a state paity 
with roots which are predominantly local. In Bihar, 
once again a local alternative to the Congress party, 
capable of commanding sufficiently broad-based local 
loyalties, has failed to emerge and this has led to a 
continuance of the confusion and instabUity which has 
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been plaguing Bihar politics since the last general 
election. 

In the light of this analysis, it would be reasonaUe 
to conclude that the main ch^enge to the Congress 
today springs from the regional sentiment and that 
wherever the Congress has been retreating, this with¬ 
drawal is being forced on it by the gathering momentum 
of this emotive political force which seeks to find 
fulfilment by establishing a regional identity through 
a regional political party. This process has taken long 
in its incubation, but its emergence has been startling 
and its success strikingly rapid. It is, however, still 
far from being completed. 

If the current trends continue, the BKD should be 
able to challenge the Congress successfully next time 
for supremacy in Uttar Pradesh. In Maharashtra, it 
is not improbable that the mantle of victory mayfaD 
on the Shiv Sena as the successful local challenger to 
the Congress party, and it is not impossible that, given 
reasonable political wisdom and skill in the leaders of 
the Swatantra party in Gujarat and Rajasthan, the 
electorates in those states may be persuaded to seek 
their regional aspirations through that party. This, 
in our view, is what has hit the Congress and may Ut 
it again at the roots of its political authority in the 
nation. In the midst of her many anxieties, both 
political and personal, the Prime Minister has com- 
mendably shown concern for national unity. May we 
submit to her that, in the context of the series of 
regional confrontations which is being forced on her 
party, it would survive only if it promptly recognises 
in that slogan the imperatives of its own title to exist¬ 
ence? 
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THE DEVELOPMENTS in the current 
iuve not taken place according to earlier expectations. 
Far from there being a squeeze in the money market 
as a result of an unexpected demand for funds from 
industry and trade, some banks have even a problen\ 
of utilising resources. This impression has gained 
.ground because the increase in advances in the first 
three nwnths of the busy season has been on a very 
small-scale as compared to the rise under this head 
in the corresponding period in 1967-68. The advances 
of member banks have risen by only Rs 79.12 crores 
to' Rs 3,127.70 crores while the increase was as much 
as Rs 197.65 ci-ores to Rs 2,795.82 crores p:eviously. 
The slow growth in advances, howcve,-, has been 
mainly due to the sluggishness in the activities of 
the State Bank of India which has reported a decline 
in. its advances by Rs 3.02 crores in the period under 
reference against a significant improvement of Rs 97.15 
■crores in the corresponding period in the prccedng 
year. It must be pointed out, however, that the net 
decline in advances of the State Bank of India has 
been due to an adjustment carried out by this institu¬ 
tion during the week ended January 17, when there 
was a big drop in this portfolio by Rs 47 crores. This 
operation was put through perhaps in connection with 
buffer stock purchases as otherwise there is no rational 
explanation for a drop in advances of a major bank 
during the busy season. The-net decline allowing for 
this adjustment is not, thei'eforc. so pronounced as it 
would appear at first sight. 

There was, however, a rapid growth in a-dvanccs 
of the State Bank of India in December 1967 and 
January last year perhaps due to th? heavy inflow 
of imports and large procurement purchases. The 
question now asked is what will be the growth in 
advances in the next few weeks and whether any new 
trends have emerged which call for a reassessment 
■of the requirements of the priority sectors. No ready 
answer can be given as the adjustment to the new 
situation arising out of the policy of social control 
has not been completed. Even otherwise it is incorrect 
to presiune that the banking system is in a position 
to meet the needs of agriculture, small-scale industries 
and others without being obliged to secure assistance 
from the central banking institution in a big way. 
Even thoi^h many banks have been granting block 
loans to the state electricity boards and extending 
liberal credit for enabling the distribution of agricul¬ 
tural inputs in the interior areas the limits have not 
been utilised fully in many cases while the machinery 
also has to be geared up for meeting the needs of a 
large number of small borrowers. It will probably be 
necessary to co-ordinate the activities of the distributive 
trades, co-operative credit and consumer societies and 
the scheduled commercial banks for eliminating the 
gaps in credit availability in some directions. This 
process will necessarily take some time to be completed. 
But it can be expected that, with the gaining of experi¬ 
ence, even during the current 3 rear there may be a 


Apari from the new demands that may arise on 
account of the new strategy adopted to liberalise credit 
facilities for agricultural sector and small entrepreneurs 
it is likely that a sustained revival in economic activity 
and the prospect of a higher level of maintenance 
imports in the coming months will lead to a larger; 
demand for funds. Besides, in February-March ■ last, 
year advances of scheduled banks recoided a big rise, 
the additional demand in a two-month period being 
Rs 224 crores. It is reasonable to expect that a similar 
growth will take place in the current season also. 
Indeed, if in April and May it became necessary to 
purchase large quantities of foodgrains, the demand for 
ci-edit may be even larger. ■ • 

At the end of January it cannot be said that the 
scheduled commercial banks were flush, of cash as 
advances at Rs. 3,128 crores worked out to be 73.5 per 
cent of deposits while in the corresponding period in 
1968 the ratio was only slightly higher at 73.8 per cent. 
It can only be said that, but for the amount locked 
up in advances against procured foodgrains the credit- 
deposit ratio would be even lower. Assuming that 
there has been an exaggeration in advances of the 
banking system on account of the special credit at¬ 
tended to the Food Corporation of India and the central 
and state governments by about Rs 100 crores, the 
credit-deposit ratio would still be fairly high at 71.1 
per cent. The cushion left for effecting advances out 
of the resources of member banks is. therefore, only 
about Rs ISO crores, on the basis that a 75 per cent 
credit-deposit ratio is not unusual. It was even sug¬ 
gested at one stage that this ratio may go up to 80 per 
cent in the cun-ent busy .season, if it l^came necessary, 
by utilising also the rediscounting facilities afforded 
by the Reserve Bank of India. This high ratio is not 
likely to be reached as the increase in advances between 
now and the end of June may not exceed Rs 350 crores 
even granting that there was a repetition of the hap¬ 
penings of last year. As there will also be a growth 
in deposits proltobly to the extent of Rs 200 crores, 
the borrowing from the central banking institution may 
not exceed Rs 200 crores. With a further rise in deposits 
and a contraction in advances in the ensuing busy 
season the credit-deposit ratio may again decline to 
normal levels. But, as in the last slack season, there 
may be unexpected trends if there was no outgo against 
procured foodgrains and there was also an unusual 
increase in farm credit and liberal loan to small-scale 
industries. 

In any case the developments in the current year 
promise to be very interesting. The scheduled (Som- 
mercial banks may expect to establish a new record 
in respect of depots with additions of over Rs 500 
crores against Rs 442 for 1968. There may also 
be good use for fuhds and if there was a rationalisa¬ 
tion of the methods of working, there may also be 
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an impi'uveinent in profitability. It would, however, 
be interesting to know whether with the activisation 
of the economy and the expansion of the activities of 
the banking system new trends emerge in req>ect of 
deposits as well as advances. The future of banking 
is bright and the present suggestion of “sluggishness” 

Financial 

ONE OF the important issues discussed at the confer* 
ence on economic outlook held in Calcutta last month 
was the inadequacy of financial facilities in the eastern 
region. Despite Calcutta’s unique importance in the 
country’s commerce and industry, the Government of 
India has not located the headquarters of even a single 
national financial institution in West Bengal. The 
Reserve Bank of India, the State Bank, the Life Insur¬ 
ance Corporation, the Industrial Finance Corporation, 
the Unit Trust, the Industrial Credit and Investment 
Corporation—all these have their headquarters outside 
West Bengal and outside the eastern region. ’This is 
sometimes interpreted as another indication of the 
central government’s indifference to West Bengal. It 
may nut perhaps be correct to assume that the head¬ 
quarters of these institutions were deliberately located 
outside West Bengal in order to disc.iminate against 
that state. But it is a fact that the assistance granted 
by them to West Bengal has been much less than that 
given to some other states. For instance, the investment 
made by the Life Insurance Corporation at the end of 
March 1968 in West Bengal was 12.68 per cent as 
compared to 19.73 per cent in Maharashtra. The 
percentage of net financial assistance sanctioned by the 
Industrial Finance Corporation of India as on June 30, 
1968, was 10.7 for West Bengal compared to 19.4 for 
Maharashtra and 14.5 per cent for Tamil Nadu. 

At the Calcutta conference, Mr B. K. Dutt, 
Chairman of the United Bank of tedia, referred to two 
main institutional deficiencies in the eastern region— 
the absence of decision-making development banks, and 
the lack of marketing arrangements for financial assets. 

He said that the existence of branches of the Indust, ial 
Finance Corporation and the Life Insurance Corporation 
in Calcutta had not succeeded in creating confidence 
in the minds of the people. The Industrial Development 
Bank of India and the Industiial Credit and Investment 
Corporation of India are also going to have branches 
in Calcutta shortly but Mr Dutt felt that mere b anches 
would not suffice. “It is necessary”, he emphasised, 
“that in the case of Industrial Credit and Investment 
Corporation and Industrial Development Bank, a com¬ 
plete set up, short of being almost independent, and 
closely identified with the development of the region, 
should be there, inspiring an element of confidence in 
the minds of the people. This will require the setting 
up of the branch organisation in a manner that, banning 
an unfavourable decision by the headquarters, no 
reference to the de jure head office will be necessary”. 

Mr Dutt also made out a case for establishing regional 
unit trusts and for imptoving the arrragements for a 
wide dispersal of the corporate financial papers. He 
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should not give rise to any misleading impression 
there will be a problem of employing funds especially 
as the Governor of the Reserve Bank of India has 
suggested that there can be vigorous assistance to the 
retail trade and banks can even grant liberal wiadiiiwi 
and long-term loans to industries. 

Facilities 

felt that though each state in the eastern region had 
a state financial corporation, there was still need for, 
“a Calcutta-based development bank, built after the 
image of the Industrial Credit and Investment Cor¬ 
poration of India with large resources, confining iia 
functional approach to eastern India”. He thought 
that this would effectively contribute towards the 
economic development of this part of the country. 

Mr H. T. Parekh, Vice-Chairman of the Industrial 
Credit and Investment Corporation of India, in hi& 
speech at the conference, also stressed the need for 
improving the financial facilities in Calcutta. He said: 
"Calcutta has not grown in financial services as its 
eminence in industry and trade justifies. There is need 
for the development of an investment trust in Calcutta, 
which would provide comprehensive financial services 
to industry. Such a trust should be willing to buy 
and sell shares to activate the stock exchange, and to 
provide finance to industry. In other words, there 
should be an active financial agency to meet the diverse 
needs of industry. My corporation has already taken 
a decision to set up an office in Calcutta. I am sure 
the banks here must be planning to diveidfy into 
merchant banking and other activities to provide 
financial services to industry. These steps, combined 
with an investment house, will help to establish 
comprehensive financial support to industry in the 
region. It is only such bold measures which can help 
to re-establish the pre-eminence of Calcutta as an 
industrial and trading centre”. 

This emphasis on better financial facilities for 
Calcutta comes at a time when there has been an 
all-round recognition of the imperative need to save 
at all costs the country’s largest dty from decay. The 
provision of larger finance, .more or less on the lines 
suggested at the conference, will certainly help to speed 
up the industrial growth of the Greater Calcutta region 
as well as of eastern India. With the revival of the 
economy, the modernisation of Calcutta po t and the 
development of the Haldia port, opportunities for the 
expansion of various industries, especially eng'neering, 
petrochemical and electronics will be considerable. Ifr 
Parekh pointed out that the construction industry in 
Calcutta had greatly lagged behind. “Calcutta”, he em¬ 
phasised, “needs considerable new construction—hous¬ 
ing, roads and other amenities which help to reduce 
the rigours of metropolitan living”. There is now a 
greater awareness than' ever before of Calcutta’a 
unique role in the economic development of the eastern 
region. 

So, if the union nnanee Minister presents a eon- 
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structlve budget which will help stock Tnarkets to 
boom and the state governments concerned function 
with strength and stability, the eastern region can look 
forward to a period of vigorous growth. While the 
creation of new financial institutions and the provi¬ 
sion of more facilities by the existing ones are. of 
courre, important, it is equally urgent to modify tax 
policy so as to stimulate savings and investments. Dr 
Dutt referred to the abundance of funds with the 
banks. He said: “There does not seem to be any reason 
for any mi^ving on account of shortage of frmds. 


Money supply currently is adequate, deposit growth 
with banlu in most regions is encouraging, institu¬ 
tional finance is in the process of liberalisation, and 
the priority list for finance is being enlarged''. But 
the fact that, in spite of such conditions, very few new 
projects are being launched seems to show that the 
climate for investment is far from being congenial. 
Only a realistic budget will help to make 1969 truly a 
year of revival which is particularly necessary for the 
creation of more employment in this strategic part of 
the country. 


Promptness Will Pay 


THE INDIAN Industrial Delegation, which visited 
Malaysia last November, imder the auspices of the 
Federation of Indian Chambers of Commerce and 
Industry, has submitted its report with commendable 
speed. Quickness was necessary because our success 
in seizing the investment opportunities in Malaysia will 
depend largely on the promptness with which our 
businessmen take the initiative. The hesitation on the 
part of our businessmen to invest in Malaysia has 
provoked some adverse comm-nts both from the gov¬ 
ernment and the private sector of that country. For 
example, the Chairman of the United Chambers of 
Commerce of Malaysia told the delegation: “Regardless 
of any historical ties, Malaysian industry will not wait 
for Indian technology and expertise. Other industria¬ 
lised countries have a covetous design on the long-term 
prospects'*. The Government of India therefore should 
expedite action on the delegation’s suggestions. 

Some of the important i-ecommendations of the 
delegation relate to the need for permitting cash remit¬ 
tances, negotiation of a double taxation (avoidance) 
agreement, formation of an export bank, and provision 
of credit at low cost. If the delegation had argued its 
case in greater detail, it would have been easier to 
persuade the government. For example, about the 
need for an export bank, the report says: “A separate 
institution dedicated to the task of providing export 
finance can strive continuously to match the facilities 
available to Indian exporters with those of their coun¬ 
terparts. The export bank can give appropriate 
investment support to the setting up of joint ventures”. 
The case for an export bank would have been stronger 
if the delegation had pointed out clearly in what 
directions the existing facilities provided by the banks 
are inadequate. At the last meeting of the Board of 
Trade Dr B. N. Adarkar. Deputy Governor of the 
Reserve Bank of India, ruled out the need for an export 
bank. He said that the gaps in the export financing 
structure were being looked into and that the Industrial 
Development Bank, in co-operation with the commer¬ 
cial banks, would be able to improve fui'ther the 
existing financial facilities to exporters. The other 
proposals of the delegation include the need for pro¬ 
viding additional export risk insurance for defeiTcd 
paymmit arrangements, strengthening the Indian High 
Commission in Malaysia, arranging a whoUy In^ 
■exhibition, conclusion of a trade agreement, formation 


of an Indo-Malaysian business group and exchaiige of 
experience in diverse fields. 

The delegation's report has indicated the fields 
where investment by our country is not possible or 
desirable and where there is con^derablc scope. For 
example, it will not be worthwhile for us to enter the 
manufacture of rubber tyres and tubes because this 
field is already saturated; carbon black because of 
the small size of the local demand; and biscuits and 
jams because of the "acute brand-consciousness” on the 
part of the consumer. But there are “sizable oppor¬ 
tunities” in 17 industries ranging from steel foundry 
complex to high-quality crockery. 

The report also deals with certain limitations of 
(he Malaysian market such as the relatively small 
population (only 10 million); the nun-availability ot 
many local raw materials, high wages, high cost of 
electricity, inadequate network of railways (4400 miles), 
and the readine.Hs of the Government of Malaysia to 
impose high import duties on the reconunendations of 
the Tariff Advisory Board. But the.se limitations have 
not deterred other counh-ies from investing in Malaysia 
on a large scale; and there is no reason why they 
should discourage us. 

The report reveals that by the end of August 1968, 
over 134 pioneer companies had been established 
involving a foreign investment of more than M'r231 
million. Local investment in thes * projecls amounted 
to an additional M9176 million. Be.sides, 91 companies 
with total investment of about MS108 million have been 
approved for pioneer status. There are also several 
multi-million dollar projects without direct govern¬ 
ment incentives or tax subsidies. It therefore seems 
surprising that so far only one Indian joint venture 
in Malaysia has gone into production though many 
schemes are now in various stages of progress. 

The Government of India recently issued a state¬ 
ment indicating the guidelines for foreign investment. 
It also gave details of the schemes approved by the 
government for setting up joint ventures in various 
parts of the world. (This statement was published in 
Eastern Economist dated January 17.) But this docu¬ 
ment does not give a clear picture of the progress of 
joint ventures. It docs not, for instance, explain why 
some schemes approved more than four or five years 
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ago have not yet started production and why some 
have been abandoned. For instance, a scheme was 
approved in Zambia in 1961 for re-refining used lubri¬ 
cants; two schemes were sanctioned in 1965 for a 
plastic processing plant and for a clock assembly plant 
in Ethiopia; a pencil factory and palm kernel crushing 
plant were approved in Nigeria in 1964 while a razor 
blade factory proposed in Ethiopia in 1963 was later 


dropped, fhe Federation of Indian Chambers of 
Commerce and Industry therefore would do well to 
undertake a study of the actual progress, or the lack 
of it, made by the various joint ventures of our busi¬ 
nessmen in foreign countries, indicate broadly the- 
benefits that have accrued, or are likely to accrue, to 
our country, and suggest what further measures are 
necessary to encourage investment abroad. 


Productivity Parleys 


MANY A promising discussion on productivity between 
top managements and workers’ unions has ended up 
in charges and counter-charges. Not unoften, this has 
happened at the start itself, making it difficult to adopt 
useful techniques fur improved performance even in 
fields where they have become all but imperative. 
A stage has been reached in our economic evolution 
when any further postponing of fruitful productivAy 
efforts could only be at our peril. Recognising this, 
the Management Consultants' Assucia.ion of India 
(MCAI) decided to call together both the parties to 
do some honest heart-searching and offer useful sug¬ 
gestions to enhance co-operative efforts towards, the 
common goal of increased profitability for an enter¬ 
prise. For this purpose, it organised, on January 31, 
a seminar in Bombay in which the viewpoints of the 
trade unions and top managements were frankly put 
forward by Mr Tulpule, President, Mill Mazdour Sabha 
and Prof. Shukla (in the unavoidable absence of Mr 
Viren Shah, MP) of Mukand Iron and Steel Works 
Ltd, respectively. This was followed by a lively 
discussion on the topic by over twenty spokesmen of 
both top management and trade unions. Inaugurated 
by Mr M. R. Masani. MP. President of the MCAI, who 
made useful contribution to the discussion, the seminar 
served to bring out the possible constructive approaches 
to the question of productivity. If these erme to be 
shared more widely—as they must—by all manage¬ 
ments and trade unions in the country, “the new 
negotiating tool" (productivity bargaining) is sure to 
become the standard way in which managements and 
workers will strike now deals as in other countries, 
notably Britain, to their mutual benefit, as well as to 
the benefits of the ect)nomy of the country. 

The ground has to be carefully prepared for pro¬ 
ductivity bargaining. Although it is also one other 
form of employer-employee negotiations, it involves the 
voluntary surrender by workers «>f certain restrictions 
on methods of work they have all along insisted on, 
in other words a change in attitude. Who is to bring 
about this change and how to go about it is the crux 
of the matter. Is it the duty of the trade unions, or 
the managements or the government? Who should 
take the lead? As one participant put it. to wait for 
somebody else to do this is to miss the bus. For it 
concerns everybody—-managements, trade unions, gov¬ 
ernments and also the public. For, today's industrial 
organisations are no longer organisations for the benefit 
of any one sector of the population; they are social 


organisations whose fortunes concern everyone directly 
or remotely. 

Granting this premise, and also granting that both 
managements and Lade unions are anxious to usher 
in the needed change, are either of them equipped for 
the task? If the views of different speakers at the 
seminar in question are any ind.cation, neither would 
appear to be .so equipped, whatever the reason. Mr 
Tulpule appreciated the urgent need for creating 
pioductivity-consciousness among workers, but hj also 
underscored the difficulties. In contrast to welfare 
measures which is an a.ca of willing co-operation, 
he said, productivity presents an area of conflict. 
Again, he went on, unions may have sound ideas on 
productivity but they cannot implement them on their 
own. Although they cannot increase productivity, they 
can certainly help to do so. They can offer ideas, but 
the decision to implement them rests with managements 
and. according to Mr Tulpule, many managements are 
still not competent enough for the purpose. They have yet 
to establish rapport with their workers. His contention 
was that unions must first make managements become 
Ixjth anxious and competent to embark on productivity, 
but he cnnfe.ssed trade unions did not have either the 
expertise or the financial resources to do this or to 
train their own members. However, he said, where 
a minimum acceptability is established between manage¬ 
ment and labour, it should not be difficult to effect 
the changes required to enhance productivity. And 
he concluded by saying that assertiveness of unions 
in the area of conflict need not necessarily be construed 
as opposition to productivity 

What was difficult to gulp down, however, was 
Mr Tulpule's unqualified opposition to automation as 
one of the means to increase productivity. He held 
the view, for instance, that it is an improper use of 
so highly sophisticated and costly a gadget as a com¬ 
puter to make them prepare and check premium not'ces 
and receipts or railway invoices and, he said, such 
criminal wastage of resources is unknown elsewhere. 
According to him, unless there is need for a vastly 
multiplied output, the use of computers is not justified. 
He was not prepared to accept that even in the 
context of the need to increase our ezports to the 
highly competitive markets of the world, the use of 
computer to bring down costs and raise efficiency is 
called for. If even so scholarly and experience a 
trade union leader takes this view, it scans unrealistie 
to expect a rational stand from white-collared workers 
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in the Life Insurance Corporation or banks, let alone 
industrial workers. 

The viewpoint of managements on productivity wa-i 
put forward by Mr Shukla who laid nearly all the 
emphasis on the attitude of trade unions as being 
responsible for obstiucting pioducUvity schemes. His 
contention was that the ti'ads union movement in our 
oount^ did not actually represent workmen and he also 
conqplained that external elements had a vested inter¬ 
est in preventing managements from establishing direct 
contact with workers and that, without such contact, 
managements could not possibly convince labour about 
the need for, or importance of, increased productivity. 
If producUvity is to be raised, Mr Shukla said, unions 
must have faith in management and vice versa. The 
unions must learn to believe that, if management wrnts 
to rai% productivity or to effect any change, it is not 
only in the interest of management but of everyone 
of the country at large. They must first develop the 
concept of collaboration and ct)-opeiation between 
management and workers, if increased p;oductivity is 
to be achieved. In this connection, it is perhaps neces¬ 
sary to refer to Mr Tulpule's point that, for such 
collaboration or co-opeiation to becom? possible, 
numagements also must be prepared to take wor¬ 
kers into confidence in making their policy decisions 
and enforcing them. Instead what has been actually 
happening, according to him, as, for instance, in the 
case of experiments like joint councils, is merely to 
go thi-ough the motion of consultation mechanically 
and never wholeheartedly. 

A pertinent point made by a number of speakers 
was the absence of the human touch in employer- 
employee relations. An independent trade unionist 
complained that many employeis not only thought this 
could very well be left to their labour officers but 
went so far as to deem labour officers as their own 
employees and not as an agency specifically meant to 
reconcile differences between employers and employees. 
One of the participants rightly argued that transfer 
of leadership from external to internal leadership would 
not by itself lead to fruitful results, unless there were 
effective channels of communication between manage¬ 
ments and unions. He also deplored the inability of 
most managements either to identify talent, particularly 


at the lower levels, or to reward it appropriately. Nor 
did he spare the unions which tended to put a premium 
on laziness, indiscipline and jealousy in the guise of 
social justice. Accordingly he pleaded for a change 
in orientation—from allegiance-orientation, arising from 
opinions based on selfish advantages, to fact-orienta¬ 
tion, arising from techniques, tools and methodology. 
If both managements and unions were to confer on 
methodology, he believed, there would be firmer ground 
for accord. 

An important point raised in the seminar was how 
to provide trained expertise to tiadc unions. As labour 
did not have the resources to engage c nsultants as. 
could managements, the question was whether this 
should be done by government, managements or indepen¬ 
dent agencies. Mr Tulpule felt management could not 
provide these facilities, although he did not mind their 
financing an independent agency, say any university, 
to take up this responsibility. To him, it is the job of 
enlightened employers to ensure all help in training 
union functionaries to become better trade unionists 
by providing the required facilities. 

The head of Biitain's National Board fo.’ Prlcea 
and Incomes has described productivity bargaining as 
no more than a deal “in which workers agree to make 
a change, or a number of changes, in working practices 

that will lead.to more economical working; and, 

in return, the employer agrees to a higher level of pay 
or other benefits.” If it has taken Britain over a decad«. 
—the firs* essay is believed to date back to 1958, when 
ESSO, the UK subsidiaiy of Standard Oil, tried to 
reduce, over a two-year period, the amount of overtime 
which had averaged 18 per cent of the total hours 
worked by the company’s Fowley refinery near 
Southampton. For the concept of productivity bar¬ 
gaining to take concrete shape, no one can predict how 
long the process will take in this country. But it is 
interesting to note that the concept began to be seriously 
explored by British labour, which certainly does not 
love any legal inhibitions on its power to bargain, only 
when the Labour goveimment there turned tough 
enough in enforcing its powers to delay wage increases 
as part of its strategy to counter the serious economic 
crisis in 1966 and thereafter. 


Evasive Answers 


THE PRESIDENT of the Federation of Electricity 
Undertakings of India recently called for a two-fold 
reappraisal by the Government of India, one in regard 
to continuity of the licensees’ sector and another in 
regard to the incentive necessary for raising develop¬ 
mental capital by these undertakings. We are afraid 
the union Minister of Irrigation and Power, Dr K. L. 
Rao, who inaugurated the last annual general meeting 
of the federation, failed to provide reassuring reply on 
either of these. In regard to the latter, that is the 
federation’s request for increasing the standard rate, 
all that Dr Bao did was to say that the Central Electri¬ 


city Authority which the Government of India has to 
consult in the matter is seized ol the matter. Evidently 
he was more concerned with maintaining the bureau¬ 
cratic red tape routine than facing the live and urgent 
problem of raising developmental capital Otherwise, 
he would not have failed to appreciate the fact that, 
with its “exponential” growth, the electricity supply 
industry needs continuous raising of finance, a task 
which the Uemsees, especially reputed managing 
agency houses in charge of electric undet takings in the 
country (for whom the government does not seem to 
have any use) have so far discharged ably, despite seve- 
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ral handicaps. In regard to the future of the licensees 
aLsu, although he patted the three main private licensee 
undertakings—Tatas, Calcutta and Ahm^dabad—on 
their backs by conreding that they “a.e doing credit¬ 
able seivice”, he went out of his way, if not all out, to 
quote statistics to establish that “the future of electri¬ 
cal development is almost entirely in the hands of 
public undertakings'’ and that “in the Interest of assur¬ 
ing better service to the consumers, it has become 
necessaiy for some state electiicity boards to enter 
the areas of supply of private licensees or to acquire 
inadequate private undertakings” Th; up-hot of it 
all is that the licensees’ sector has to carry on under 
the existing uncertainties indefinitely, which is, to say 
the least, most imfair to them. 

I 

What is intriguing is that, while Dr Rao fully en¬ 
dorsed what the president of the federation had said 
in his address regarding the more or less secure posi¬ 
tion vouchsafed for the licensees’ sector in the Indus¬ 
trial Policy Resolution (both as formu'ated in April, 
1948 and as modified in April, 1956) he had no qualms 
in justifying both acquisition under ad hoc legislation, 
as in Tamil Nadu and Andhra, and premature acquisi¬ 
tion in some other states of licensee undertakings either 
on the score of “necessity” or in the name of “national 
objective”. It all boils down to the famUiar politician’s 
game of “heads I win, tails you lose”. And, in the final 
analysis, it would seem, the powers-that-be do not care 
very much either fbr "creditable service”,—perhaps 
even this is no more than lip sympathy—or for their 
own categorical assurances. And they can affoid it, it 
must be presumed, because of the insignificant fraction 
that private licensee undertakings constitute in the 
total installed capacity of the country, a point that 
Dr Rao chose to rub in. 

According to Dr Rao, during 1967-88, there were 
158 private licensee imdertakings in the country, 109 
of these being concentrated in four states—^ in 
Maharashtra, 27 in Gujarat, 24 in West Bengal and 
18 in Uttar Pradesh. Again, only 14 out of these 158 
undertakings are generating and distributing, 35 partly 
generating and partly distributing and the remaining 103 
purely purchasing and distributing licensees, perhaps 
the weakest and the most vulnerable today. To look 
at the picture in another way, the share of the private 
utility undertakings in the total installed capacity of 
the country (13.1 million kW at the end of 1967-68) is 
1.51 million kW or only 12.7 per cent. Their contri¬ 
bution to the total generation of electrical energy of 
approximately 41,000 million kWh is just 6.320 million 
kWh or about 15.4 per cent. And here. too. only three 
undertaking.-—Tatas, Calcutta and Ahmedabad— con¬ 
tributed the major share of 14.1 per cent. From the 
point of view’ of capital investment, out of the total 
net investment of about Rs 3,210 crores in the public 
electridty supply utilities, the share of all the private 
licensee undertakings was of the order of Rs 172 crores 
or 5.4 per cent, the share therein of the three under¬ 
takings in question alone being Rs 121 crores or SJ 


per cent. Save, therefore, ^or these three undertakings 
which “dominate the privdte sector and aie doing' 
creditable service", the Govei-nment of India does not 
seem to care much for the licensee undertakings which 
are snaall generally. 

The Minister of Irrigation and Power is convinced 
that, “because the process of rapid power development 
in the country involves the preparation of a compre-' 
hensive national plan and achievement of economies' 
of scale through adoption of large station-sizes of 
generating plants” (although the HEL has yet to 
manufacture a single turbine wdth a capacity for' 
generating even 100 mW) and “because of these dictates' 
of technological developments, it is difficult for very 
small electricity undertakings to contribute significantly' 
to power development in the country.” But he has 
still to establish that these small licensee undertakings' 
have been afforded an opportunity to expand so as to 
be able to assume larger responsibilities. As he himself 
noted in his address, nearly 80 per cent of the total 
power produced in the USA is managed by the private 
sector. Moreover, how does this fit in with his proposal* 
ti establish a few rural electric co-operatives in order 
to extend electricity supply to the nooks and comers 
of the country in as short a time as possible? If such 
is the desideratum, prudencs dictates that the autho¬ 
rities should try and harness fully the available services 
of the licensees in the rural sector by giving them all 
the encouragement and assistance possible. Whatever 
our faith in co-operatives, there are fields where mere 
iaith in co-operation will not do. By the time new 
rural electric co-operatives are set up and trained to 
take on this responsible task of power generation and/ 
or distribution, will not much precious time be lost? 
If initial financial burdens involved in extending long 
distribution lines to cater to sparse lands cannot be 
borne by small Isolated licensees, as Dr Rao said, how. 
will the newly set up rural electric co-operatives 
manage the problem? These, we submit, are aspects 
that the union Irrigation and Power Minister must 
consider carefully before falling in line with the 
fashion. 

There is an important aspect of power development 
to which Dr Rao particularly referred, namely deve¬ 
lopment of regional grids. Along with inter-state 
power links, this is indeed an essential step if the 
anomaly of a power-surplus state (such as Madhya 
Pradesh) imposing a power cut on a deficit neighbour¬ 
ing state (such as Mt^arashtra) with absolute abandon 
and unconcern is to end. It is a vital prerequisite to 
the much-talked of all-India grid so as to increase 
both efficiency and economy in generation and d'stri- 
bution. It is also recognised that "the ultimate purpose 
of it all is to make electricity a'vailable to the states 
in the most efficient and economic maimer so that 
power can be extended at reasonable rates to our 
villages for promoting agricultural production and 
small-scale industrial development.” But who is 
impeding it—the states themselves or the simill isolated 
licensees? 
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Not Omitting the Jokers 


THE CHANGES in portfolios announced by the Prime 
Minister in the early hours of Friday last week have 
been described in some quarters as “sweeping". The 
iiescription fits in the sense that Mrs Gandhi has swept 
^ Dinesh Singh into the Ministry of External Affairs, 
wbilb sweeping imder the carpet some of the more 
serious and urgent problems of better government. 

This is not to deny all merit to the various deci* 
sions she has taken in this connection. It is altogether 
sensible that she has unburdened herself of the 
ministerial charge of External Affairs. While it is not 
exactly the case that triumph and glory await this 
coimtry on the world stage, developments abroad, 
particularly in Pakistan, have certainly made it neces- 
,8ary for the government to undertake a more purposive 
planning of its external relations. There is no doubt 
^at all that this has made it all the moi-e desirable that 
the government should have a full-time Minister for 
External Affairs. 

Mrs Gandhi’s choice of Mr Dinesh Singh for this 
post was perhaps preordained. It should not, for this 
reason, be decried. On the contrary, it is eminently 
reasonable that the Prime Minister should have a 
Minister for External Affairs in whom she has com¬ 
plete confidence. For obvious reasons, here is an area 
of government where the Prime Minister’s thinking 
should be fully free to impinge on both administration 
and policy-making. Among his other advantages, Mr 
Dinesh Singh seems to have the qualification for playing 
Michael Stewart to Mrs Gandhi’s Harold Wilson. This 
apart, as Minister for Commerce, he certainly showed 
the capacity to acquire knowledge of complex and 
unfamiliar situations and develop responsible and flexi¬ 
ble attitudes in coping with them. There is no reason 
why Mr Dinesh Singh should not continue to gain 
wisdom and experience to the benefit of the government 
and the country in the important ministry to which 
he has now moved. 

There is only one significant promotion in the new 
scheme of things. This is Mr B. R. Bhagat’s elevation to 
Cabinet r ank. This is an expected as well as a welcome 
r lpriirinn of the Prime Minister’s. Perhaps she could have 
been a little more bold and imaginative here and extend¬ 
ed similar encouragement to one or two more promising 
Ministers of State. The younger members of the Council 
of Ministers represent an asset which is well worth in¬ 
vesting in adventurously. There will be widespread relief 
at the departure of Dr Triguna Sen from the Ministry 
of Education. Whether this will be equalled by such 
satisfactiqn as there may be with his reincarnation as 
Minister for PetrochemiCBls, Mines and Metals is rather 
doubtfuL It may be said at once that his appointment 
does not inspire confidence. Dr Sen had shown himself 
to be a weak and confused minister in the Ministry 


(rf Education. He is now assuming responsibilities 
which could well present a stormy challenge. Major 
decisions in respect of oil and fertilizer policies have 
been held up by political resistances from within the 
cabinet and outside. It is not immediately obvious that 
Dr Sen is the minister to cope with them. Dr Sen was 
first included in the cabinet only for the roason that 
the Prime Minister believed that with his particular 
background he might make a good Education Minister. 
This assumption has been belied and a more resolute 
Prime Minister than Mrs Gandhi might perhaps not 
have seen any reason for retaining him. Dr Sen’s suc¬ 
cessor, Dr V.K.R.V. Rao, also has a record as an 
educationist to boast of. We hope he will be more 
successful or more fortunate than Dr Sen. Dr Rao la 
an economist besides being an educationist and since 
Mrs Gandhi, for reasons best known to herself, has not 
found it possible to utilise his services in an economie 
ministry of major importance, her selection of him as 
the new Minister for Education is perhaps the beat 
possible decision under the circumstances. 

It may perhaps be claimed for Mr K. K. Shah 
that he was less of a failure in the Ministry of Infor¬ 
mation and Broadcasting than Dr Triguna Sen was in 
the Ministry of Education. All the same his perfor¬ 
mance was not by any means distinguished and there 
is reason to suspect that Mr Shah’s interfering ways, 
which were often mindless and usually fruitless, did 
nothing to improve the standards of efficiency m a 
ministry where those standards had never been very 
high. The question now is whether what is a gain fur 
the Information and Broadcasting Ministry will prove 
to be a gain also for the Ministry of Health and Family 
Planning, Works, Housing and Urban Development, 
which is the description of the ponderous new ministry 
to which Mr Shah has been shifted. There is no sm-- 
prise in the departure of Mr C. M. Poonacha from the 
Ministry of Railways. His working relations with the 
Railway Board were not all that they might have 
been. Since it is the Railway Board which, when all 
is said and done, does the actual running of the rail¬ 
ways, it seems to be to the advantage of all concerned, 
including Mr Poonacha, that another portfolio has been 
found for him. 

This seems to complete the list of “pluses", mostly 
modest, of Mrs Gandhi’s exercise in giving a new look 
to the government. 'Die "minuses" are easily identified. 
We had referred to the obvious expendabUity of Dr 
Triguna Sen. There is much else in the cabinet that 
is deadwood too. The fact that Mrs Gandhi has not 
been willing or able to drop any of the superannuated 
old-timers or the weak and confused men in her Council 
of Ministers certainly goes against her in any claim 
that she may care to make to be concerned with the 
competence or even the prestige of the government. 
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Her pi-esent team has been in office fbfr two yeBi-s now 
and this is time enough for her to be aware of the 
weaknesses in its parts. It is a pity that the, Prime 
Minister has chosen the easy way out of letting sleep¬ 
ing dogs lie. 

This reluctance to take legitimate risks is also 
reflected in her failure to infuse some much-needed 
new blood into the government. The argument that 
there are not too many persons in the Congress parlia¬ 
mentary party who are obviously qualified to make 
any considerable contribution to the quality of govern¬ 
ment as ministers is not enough as an explanation. Even 
if this is assumed to be true, there is certainly nothing 
to pirevent the Prime Minister from seeking for needed 
talents from outside the ranks of the party. Even in 
the heyday of its glory, the Congress party fotmd it 
useful to supplement its own resources of skilled man¬ 
power by inducting men from outside into ministerial 
positions in the central government. Even now there 
are in the cabinet at least two who are not truly 
of the party faithful. The fact that these experiments 
have not always been successful is no Justification for 
Mrs Gandhi not making another attempt when there is 
such a dear necessity for the Council of Ministers to 
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be strengthened by the i^uction of talents from 
wherever they could be enlisted 

It does not redound to the credit of the rulini^ 
party or the Prime Minister that the question of a 
possible new entrant has been and is being 
wholly in terms of Mr Kamaraj’s political future. ThiJ 
issue thus narrowly viewed can be of interest only tb 
the managers and manoeuvrers in the Congress party. 
A wider public, more seriously interested in the effi¬ 
ciency of government, w’ould surely have had greater 
respect for the ruling party had the Prime Minister 
been able to look at the issue in its larger context. 
Most of the major economic ministries of the govern¬ 
ment have been suffering from a lade of constructii^ 
and dynamic leadership from their ministers. It is a 
pity that Mrs Gandhi’s reshuffling of her pack Of 
cards has not done much to improve matters in thik 
respect. Some negative and obstructive men still 
remain in positions from which they have alrea^ done 
much harm to the economy of the country and great 
damage to the progress of its industrialisation. There 
is therefore no reason to believe that the positive forces 
in the government have now been strengthened at the 
expense of the negative elements. 
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Sources of Public Finance 

S. NARAYANASWAMV 


.CORPORATE TAXATION in India is amonj; the most dis- 
«UBaed at topics, even as the Taj Mahal is amons the most 
photographed of historic edifices. The taxation of company 
profits is also a theme on wtUch the corporate managerial 
eoRununity on the one side and officials of the union Finance 
Ministry on the other, have pleaded strenuously for dispas- 
sionate and objective approaches and a little more strenuously 
proclaimed that predilections and prejudices have obscured 
clarity of vision and fairness of assessment on tlie other side 
of the counter. In this background, for a person belonging 
to either side to make a claim that he is presenting an 
objective viewpoint, would be an invitation to be treated as 
a Pickwickian character. Any person known to sponsor 
unambiguous views on the subject laying claim to a judicial 
viewpoint would be only drawing liberally on the still un- 
brldged credibility gap of a well-meaning public. Lack of 
candour In identifying oneself as sponsoring a particular point 
of view leads to avoidable subsequent disenchantment with 
porsonaliUes and the principles they enunciate. It seems, 
therefore, important to say ttot what follows is based on t .i 
talker’s personal knowledge of and involvement in corporal e 
affairs over a period. 

No sector of citizenry has u more vil.’i] stake in the 
country’s exchequer being filled meaningfully with revenue 
than the company sector, for only large revenues would proptl 
the coimtry along the highway of economic development. ’I he 
corporate sector has indeed a direct interest in the increased 
purchasing power of the people, for only through such increase 
con a widening of the area of effective demand for goods and 
services be secured, in order to help industries to market 
What they manufacture by way of goods or what they provide 
by way of services. 

Well'OrEanised Sector 

There is no sector of economic activity that is betier 
organized than the corporate sector, no sector which has so 
little motivation for tax evasion; no sector from which it i.*! 
more easy to collect taxes without delay. Corporatiems, wliicl: 
are gainfully occupied, constitute as it wore a compact aren." 
of convemient and large lax collection. By way of comparismi 
of the input of departmental effort and output of revenue ■ 
let us take a public company that contributes Rs !0 lakhs 
to central revenue as corporate levy. A thousand personal tax 
returns will perhaps bring the same revenue, with 
each of a large number of them taking as much time _ and 
sometimes more time than the aforesaid company. This is 
bccousc the individual asscssee tries to salvage as much as 
he can out of bis gross income, from what he seems to regard 
ns the crocodUe jaws of centrM taxation, through coniention*-, 
stay-orders and appeals in diverse stages of assessment pr*>- 
coedings. This, in large measure, accounts for the temptation 
on the part of the our tax-gatherers to turn their suction 
pumps on to a convenient reservoir of taxable income^ to 
realize the required revenue resources, to meet the s^raliing 
needs of a budget that has not only to meet current civil and 
military expotditure but also the financial needs of capital 
projects under develot»ncnt plans. 

Before India attained Independence, the corporation tax 
was a super impost, on a rate of income-tax which was the 
maximum leviable on individuals in that form. Individuals 
paid separate super-tax on the hl^ier brackets of income. 
Income-tax revenue under the financial arrangements with the 
states, was a pool of divisible reven ue - t h e riwre 
division being varied or adjusted periodically by a Finance 
■Commisolon appointed by the centre. Today, through a succes* 


This Is the text of the talk broadcast by Mr Narayana- 
swamy from All India Radio, Madras, on February 12. 


Sion of Finance Acts, the Ministry of Finance has evolved a 
consolidated single levy on corporations, no part of which is 
shared by states. This consolidated levy has, with a pertinacity 
worthy of a nobler cause, been upgraded till it reached Its 
present level of 55 per ifnt on llm t:ixable income of a 
corporation. This, by itself, makes the central government the 
major partner in prosperity of corpornle enterprise in the 
country. Over and above this levy, companies that make 
attractive profits in relation to their capital base, pay an 
additional tax named surtax—the incidence of which varies 
with the ratio, which paid-up capital and tree reserves on 
one side, bear to profits made on the other. This levy has 
been weighing oppressively on private companies, which nor¬ 
mally have a smaller paid-up capital that, public companies. 
Besides this, such public companies as ‘make good profits on 
a small capital attract surtax. The rurtax is ii somewhat 
bare-faced illustration of a penalty being Imposed on efficient 
or prudent husbanding of corporate resources. The surtax 
intriHluces the element of progression in company taxation 
through a side-door, which nn overwhelming number of tax 
pundits hold to be und(»irablc. Particularly, in countrica 
where Uie corporate sector hns not exixinded os it should, such 
a levy is boutid to act as a deterrent to capital formation. 
Indeed, the high rate of company tax and the surtax have 
resulted in a number of private companies being cnnvorteit 
into partnerships in the last few years to avoid the burdens 
of steep taxation. The cumulative effect of a surtax sitting 
like a buffoon’s second eap on top of an already burdensome 
corporate levy, has been to siphon away a sizable port of 
eorporiiic profits to the exchequer and leave companies Utile 
money to transfer to reserves or to distributable profits. Indeed, 
the lux suction of corporate resources lias the even mote 
debilitating effect of leaving companies in a state of financial 
squeeze and alarming iUiquidity. This, in turn, forces the 
corporate sector further Into the arms of the banking system 
for larger overdraft, cash credit and other facilities, ail of 
which swell the burden of interest charges. 

Congealed Profits 

Tlie layman may well ask: where arc the profits that 
are retained in the form of depreciation pnivfsions and in ihi* 
form of profits retaineii In sundry oilier woys? Profits are 
' unfurtunotcly not always represented by liquid funds. Indeed, 
they lie congealed In the form of raw material, works in 
progre.s.s, finished goods In wnrehou:;es not lifted by customers; 
and by goods delivered to customers .'.nd not paid lor. With 
the growtli of institutional customers such ns government 
departments, the Railway Board and stale cli'Ctricity hoards, 
industries are finding it less easy to cash in on a finished 
article and arc obliged to wail for these very important 
customers to pay ns and when it suits their financial exigencies. 

The causes of corporate illiquidity are numerous, but 
nothing contributes to this iUiquidity in u more substantive 
measure than tax payments. The squeeze is all the greater 
when ta.<(cs have to be paid on profits computed rather than 
on profits realized—as In the case of goods delivered on 
promise of a distant dated settlement oC bills. Latterly, 
illiquidity has mainly arisen from large tax outgoings. The 
consequent Increase in borrowed funds has made serious 
inroad into profitability of industrial cot.ipauies and brought 
nightmares to many a member of the managerial community. 

Large annual bonuses paid to workers and staff under 
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the Bonus Act have added an edse to the llQUidlty problem 
of companies and brought some to the verge of exaspenUon. 
Cash outgoings, based on partially unrealized profits, culminate 
in chronic financial tight-rope-walking for the most prudent 
of managements—what, according to some bankers. Is a 
way of living dangerously. 

Profits ploughed back into reserves constitute the basis 
of intemul capital formation. But, in the context of current 
levels o( corporate taxation, plough-back possibilities have 
shrunk cUsconcertingly and even reasonable dividends ere 
rendered impossible excc{it when companies have windfall 
years such as sugar companies enjoyed in 1967/68. The element 
of internal capital formation is vital for the future of cor¬ 
porate development, as companies must expand, modernize or 
diversify if they are to reduce costs, 11 they are not to 
becofne obsolete, and If they desire to star in business. Of 
this vitally nourishing element, the corporate sector is being 
presently starved. 

A Poignant Tale 

Capital formation in India is a poignant tale of thrown 
away opportunities. The systematic stepping-up of personal 
and corporate tuxes to meet the short-term exigencies of 
mounting governmental expenditure has had the twin effects 
of crippling dividends distributed and shrinking ploughed-back 
funds while at the personal level, the steeply increased rates 
in the higher brackets of income and wealth have siphoned 
away a major part of investible savings of the income-earning 
comiTumity. High cost of living has absorbed the residue of 
personal incomes and left little to provide against a rainy da.v. 

In 20 years of Independeni^, we have had kaleidoscopic 
shifts in corporate and personal tax pattenns, apart from 
spiralling in slabs of taxes. This has made the investor in 
shares of companies feel that this Is a vulnerable sector to 
plank his savings on. The seasoned investor in equities has 
become acutely conscious of what he has hud to put up with 
—first, interruption, shrinkage or continued loss of dividend 
income, which in times of Inflationary living costs, becomes 
“a sorrow's crown of sorrow"; and secondly, depreciation in 
the capital value of his investment His disenchantment with 
stock exchange investment is severe and contrasts painfully 
with his experience in invi'.stmcnts made on urban real estate 
or agricultural land; in gold or precious stones in response 
to the Importunities of his better-hall—who can wdl claim 
to l>e his better seven-eighth by reason of her proved better 
judgment in the choice of even a non-yielding store of value 
for her husband's hard-earned savings—that has compensatory 
appreciation in money value. 

The equity share has been held by our classical economists 


to be a depmidable hedge against inflation. Thanks to fiical 
imposts and mdodramatic shifts in policy, the equity share 
has not on^ proved Itself a poor hedge, but has suffered 
Intrinsic erosion in terms of even our depreciated currotcy. 
It is not aa if the afflictions of the Indian capital market 
have not been studied in depth. The National Council of 
Applied Econcanic Research has published its objective, though 
outspiAen findings, on the reasons lor the capital market 
being in such doleful shape—and why it has to derive sus; 
tenance from the many oxygen cylinders namely, the finanelng 
instltuticms that underwrite capital and lend money long lerai. 
But alas! there has been no effort made to act on suggeationf 
for reviving the capital market. Meantime, we continue to ^ 
treated to ponderous essays and high-level seminars on capital 
formation which accord with our escapist habit of talking a 
subject out. The further fact the matter is that those on 
whom the duty is cast to Initiate remedial measures seem to 
feel that the revenue sacrifices called for ore far-reaching. 
They are further convinced that the tax abatements and alllM 
measures that woidd revive India’s capital market, constitutb 
too large-sized a camel to pass the needle’s eye of parllamentgiir 
approval. The imponderables are numerous. The aacrifleds 
called for would dislocate government’s programmes; and 
the political acceptability of the suggested remedies is an. 
ominous question mark. Why launch our feeble craft dt 
remedial measures on such turbulent seas, feel our policy^ 
makers. 

Distorted Image 

Well: the corporate sector produces goods and services. 
It sustains govemmimt through direct and indirect tax revenue 
apart from taxes paid by its employeeg. It has substituted 
imports. It creates organized employment end through sudi 
employment and wage distribution, creates effective demand 
for things produced and elevates living standards. To consider 
these instruments of production as citadels of vested InteieaU 
merely because they create here and there odd pockets dt 
tndividat affluence—Is just to see their image through the 
circus clown's distortion mirror. 

To swear by five-year plans and at the same time refuse 
to look at the ailments of India’s capital market would amount 
to stultification of development effort. Happily, the fog of 
misunderstanding has been clearing rapidly and a clearer 
perception of the basic functions of industrial entrepreneur- 
ship is emerging. A vigorous sense of direction is being given 
to the complex task of securing people’s participation lb 
economic build-up through relaxation of control measures 
recently announced, which is psychologically of great valim. 
The fact that an occasional vainglorious bustoess tycoon 
indulged in the euphoria of ostentatious living, in disreganl 
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«f the feelinga of hie leu forUin^ neighbours, has strangely ship in the country is re-aaserting itself and there is clearer 
onough created i»yeholo^cd barriers to enlarging our laatnl- , . epprecleticHi of the importance of not throwing the baby with 
ments of producUon-^hich need to be surmounted without the bath-water, in carrying out the noble nuignroent of 
■delay. There is heartening evidence that economic statesman- . securing for the maximum number the maximum of happiness. 


West Bengal: The United Front Is Back 

.. A Special Cor r aapa m lant 

IWE BKSOUNOING victory of tiie United Front (UF) in the 


mM^term election in West Bengal is regarded by many as 
ant'Oxpression of the electorate's strong disapproval of the 
Ctovunor’a action in diamiulng Mr Ajoy Mukherjee'a ministry 
la November 1967. How far is this 'interpretation correct? 
Was the electorate really enamoured of the UF government’s 
performance? Impartial oburvers agree that this ministry 
^d not have a sinide constructive achievement to its credit 
during its nine-month rule. Not only did it not solve—or 
made a serious attempt to solve—any of the state’s major 
problems but it creat^ new difficulties for the people by 
deliberately inciting .hostility between workers and employers 
and between landlords and peasants. What was worse, the 
ministers openly indulged in gross indiscipline. They defied 
the Chief Minister and publicly accused one another of intrigue 
and. even treachery. It was quite obvious to everyone that 
duch' a ministry would be hardly able to function with ony 
reasonable degree of efficiency. It is also significant that 
when the Governor dismiued the ministry, Uiere was hardly 
any protest by the public in Calcutta or other parts of West 
Bengal. Mr Ajoy Mukherjee had warned that there would 

a blood-bath if his ministry was sacked. But nothing of 
^'t, kind took place. Paring the Governor’s regime also, the 
ii^ple conducted themselves with commendable dignity and 
^ralnt and offered full co-operation to the admimatration. 
T^re was no indication whatever to show that the people 
Wm really longing to get the United Front back in office. 
tt'lB therefore difficult to ogree with the view that by electing 
the UF by a massive majority the electorate has recorded 
ilK resentment against the Governor’s action. 

Superb Organisation 

The UF victory was mainly due to the superb organisation 
ef the communists. They took the mid-term election seriously. 
They campaigned vigorously and systematically and personally 
approached ail classes of voters especially in cities and villages. 
Both leaders and the rank and file of the Communist Party 
conducted themselves with devotion, discipline and diligenc;, 
|n contrast, the Congress was not only too complitcent but 
was unable to present a united stand. Many of its top leaders 
are reported to have secretly worked against one another. 
Ilforeover, for the past two decades, the Congress in West 
Bengal had seldom identified itself closely with the interests 
of the middle classes. The teachers, lawyers and employees 
in banks and commercial firms were ail practically neglected 
by the Congress while the communists had valiantly and 
CjonsistenUy championed their cause. 

The Congress leaders such as Mr Chavan and Mr Morarjl 
Deaai, during their election tour of West Bengal, constantly 
harped on the antl-^iational character of the communists, 
especially the Marxists. Mr Desai in particular again and 
again warned the people not to vote lor the Marxist communists 
because of their love for and loyalty towards Red China. In 
fact, Mr Ajoy Mukherjee himi^ had said, in his historic 
atatment on October IS, 1067, "A wing of a political party 
is openly inviting China to help the party in bringing about 
an armed revolution starting in West Bengal Such u tendency 
should be nipped in the bud”. But so far the central govern¬ 
ment has done nothing to curb these traitorous trends. If 
Mr Chavan and Mr Deaai really believed that the Marxist 
communists were hr cidlusion wiUt their Chinese comrades, 
sltav Itaehr paEty to eaot^ the mid4etm electlan? 
Why did the centre mislead Uk people of West Bcngti by 


permitting an anti-national party to set up candidates and 
fight the electiun? Mr Chavan told the Lok Sabha In the 
last session that they roust fight the communists politically. 
But West Bengal has shown that this strategy will simply 
not work. The position today is that in West Bengal the 
centre cannot afford to fight the communists either politically 
or administrativriy or in apy other manner. The cmnmunlats 
seem to have flhniy entrenched themselves not merdy in 
Writers’ Building but in the minds and hearts of milUona 
people both in the urban and rural areas of West Bengal. 

Strategic Region 

By consolidating their position in West Bengal, the com- 
munlats have got affective control over one of the most vital 
and strategic regions of the country. The importance of West 
Bengal in India's defence and development la well known. 
The Calcutta Metropolitan District has tbo greatest single 
concentratim of productive capacity and accounts for about 
16 per cent of all manufactures in India. It handles nearly 
30- per cent of India’s bank clearances. About 45 per cent 
of the country's exports and 25 per cent of imports pats 
through Calcutta port. The bulk of the productive capital of 
about Rs 1,220 crores in industrial investment in West Benge) 
is located in the Calcutta Metropolitan District. In 1066 West 
Bengal’s share in India’s industrial production was as follows 
(in percentage): coal 2B.0, pig iron 34.4, finished steel 29.5, 
vanSspati 11.8, tea 23.2, sewing machines 65.6, storage battcrin 
Sl.O, electric fans 74.9, radio receivers 20.4, sulphuric acid 
11.4, caustic soda 6.8, paints 53, soap 29.5, paper 20.5. wagons 
59.3, motor vehictes 58.7 and bicycles 19. The communists 
therefore have every reason to feel gratified at their victory 
wMch has given them control over such a productive and 
prosperous region. 

The Congress deserves sympathy for its plight. But. at 
the same time, it must be said that the Congress leaders 
thmnselves had brought about their own downfall by their 
inactivity and indifference. Somehow, they came to believe 
that they had a divine right to rule, which made them compla¬ 
cent and corrupt, to some extent. It was Bengal that took the 
initiative in sponsoring the Indian National Congress in 1885. 
It was Bengal that helped to create a strong wave of national¬ 
ism in the country first through the anti-partition movemmt 
of 1905 and later through the non-co-operation movements 
started by Gandhiji. It is therefore sod to note thot in this 
very state, the Congress should receive u crushing blow from 
which it may perhaps never recover. The Congress in W.n 
Bengal has not merely been defeated but, more unfortunate, 
it has been demoralised. It is not the people of West Bengal 
who let down the Congress. It is the Congress that has let 
down the people of West Bengal. It only Congressmen had 
conducted themselves truly as tribunes of the people, it would 
have been difficult or even imporaible for the communists lo 
overthrow them. 

The UF government is assuming office when conditions, 
both twlitical and economic, are quite favourable fur it. From 
the political point of view, its main opponents have been 
routed and the centre too is likely to be more ^mpathetic 
to the UF Rian it was before. The economic situation in 
the country has also shown signs of steady recovery. Industrial 
relations have greatly improved and workers are no longer 
‘ in their militant mood. So if the UF and the communists m 
particular cooduet thenuelves as responsible ministers, they 
can certainly do a great deal of good to the people. 
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Pulses for Protein 

L. L. SARIN 


IN 0(JR country, with a predominantly vegetarian population, 
pulsea arc an important source ol protein tor a large sector 
ot the papulation. A breakthrough in the production ot pulses 
is. therefore, as imporUnt as in cereals. Grown over an area 
of 23 million hectares, under a wide variety, all the year 
round, the annual production of pulses is about 12 million 
tonnes, with a woefully low average yield ol about 840 kg 
per hectare. Grom and pigeon-pea (tur or arhar), the most 
important pulses, constitute about 84 per cent of the country's 
total production. Next in importance arc urad, moong, lentil, 
moth, kulthi and peas. Of particular value as green fodder 
or vegetables are berseem, cluster-bcan (jowar), cowpea, 
sorabcan and several other beans. 

The production of pulses has varied from eight million 
tonnes to 12 million tonnes during the last 18 years as shown 
in the table below. 

Pulses are mostly grown in tbe states of Uttar Pradesh, 
Punjab, Haryana, Madhya Pradesh, Maharashtra, Bihar, 
Bgyaore and Rajasthan. Uttar Pradesh alone produces about 
33 per cent of the total production of pulses in the country. 
The gram crop constitutes about 50 per cent ot the total 
output followed by tur or urhar (14 per cent). The other 
pulses which occupy comparatively small acreage are never¬ 
theless important because of their place in crop rotation. 

^reduction Doubled 

The production of gram has increased from 3.667 million 
tonnes to about 0.040 million tonnes during the period 1840-00 
to 1967-83. The per hectare production ol gram varies from 
542 kg in Madhya Pradesh to 1042 kg in Punjab and Haryana. 
For the country as a whole, the yield per hectare has increased 
from 499 kg in 1949-5U to 733 kg in 1867-68. Linear growth 
rates of production, area and productivity of gram during 
1852-53 to 1964-65 as worked out by the Directorate of Eco¬ 
nomics and Statistics show that Uttar Pradesh, accounting for 
nearly nne-third of the total production of gram in the country, 
had a negative growth rate of production during the period 
under review. This was due lo the setback—causrt by 
adverse weather conditions—in the production of the cron 
during the first three years of the third Plan. Bihar too had 
a negative growth rale of production. In spite of the setback 
in the production ot crop due to unfavourable weather condi¬ 
tions, l^asthan had a Idgh rate ot growth of production but 
mainly due to a substantial increase in the area under the 
crop. Punjab and Madhya Pradesh, the other gram producing 
states, showed low rates of gram production. 

The production nf tur or arhar increased from 1.016 
million tonnes to I.73S million tonnes during the last 18 years. 
The all-India average yield per hectare ot tur went up from 


452 kg in 1848-50 to 871 kg in 186041 but fdl down to 646 kr 
in 1867-68. It varies from 354 kg in Mysore to 846 kg m 
Uttar Pradesh. 

Of particular interest is the fact that the area under pulsea 
during the last six to seven years is progressively on Qte 
decline. With the devdopment of irrigation faclities, additional 
supply of fertiUsers and identification of hlgb-yidding varietlea 
and hybrids of cereals and millet crops, a further decline In 
area cannot be ruled out. Among the factors limiting pulse- 
production, the most important perhaps Is lack ot short- 
duration, high-yielding varieties possessing resistance te 
disease and insect pest. Secondly, pulses are grown mosUy 
as rainfed crops, thus depending upon tbe vagaries ot tbe 
monsoon. Thirdly, the cultivation ot pulses has not so far 
been undertaken on scioitifle and systematic lines under proper 
mnnngement practices. 

Rich in Yitamini 

Pulses have a significant relevance to the pattern of food 
consumption in our country. Besides thtir protein cemtent. 
some varieties of pulses are also rich In vitamins and calcltun. 
These crops cun help the cereals in growth and nitrogen supply 
when the two crops are raised in association, for, the pulses 
and other leguminous crops fix nitrogen In the soil from the 
atmosphere through symbiotic bacteria. An important source 
of cattle fodder, they are also used as a green manuring ent^ 
for increasing food production. And, in some cases, they hove 
a recognized medicinal value. An all-out effort is, therefor^ 
needed for increasing tbe production of pulses. Experience 
in some areas ol Uttar Pradesh, Punjab and Madhya Pradesh 
has shown that yield rates con be improved through furtber 
trlnls and experiments. 

The data on household consumer expenditure collected 
through the National Sample Surveys give some estimates 
of per capita consumption of pulses in rural and urban areas 
of different states. In rural areas, expenditure on pulses iR 
0 family constitutes 6.4 per cent of the total exi)endituie on 
aU food items. For the urban areas excluding big cities of 
Bombay, Calcutta, Delhi and Madras, it is 6.1 per cent and 
for big cities It is on an average 3.8 per cent Within the 
country the variation in expenditure in rural areas Is from 
1.2 per cent In Kerala to 8.5 per cent in UP. In urban areas, 
the expenditure on the consumption of pulses varies from 
2.8 per cent in Jammu & Kashmir to 6.7 per cent in Gujarat 
Although pulses are consumed throughout the country, they 
form an important constituent in the diet of the people in 
the states of Uttar Pradesh, Bihar, Madhya Pradesh, Maha¬ 
rashtra, Mysore, Gujarat and Tamil Nadu. 

Since pulses are cultivated in a few states, mostly ' in 
tbe northern region, but arc consumed in all states, and ti» 


AREA, PRODUCTION ft YIELD OF PULSES PER HECTARE (184846-1867-68) 


Year 


Gram 



Tur or arhar 



Area In '000 hectam 
production la '000 tonnes 
yield In kg/bectare 

Total pulses 

Area 

Production 

Yield 

Area 

Production 

Yldd 

Area 

Production 

Yldd 

1949-50 

8274 

3726 

449 

2250 

1016 

482 

20166 

8169 

404 

1955-56 

0779 

8418 

653 

2286 

1862 

813 

23216 

11046 

478 

1960-61 


6280 

672 

2380 

2066 

871 

23204 

12704 

545 

1865.66 

7893 

4206 

525 

2483 

1736 



0800 

444 

1966-67 • 

8003 

3622 

453 

2621 

1130 

448 

■TThI 

8847 

878 

1967-68 

8236 

6042 

733 

2681 

1735 

646 

Ki 


640 
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a slsnUicant level in the soutbcn) regim, large scale inter¬ 
state movement of pulses by rail or road is involved. It is, 
therefore, essential that a programme, on high priority basis, 
for Introduction of important varieties of pulses to cover as 
large an area os posdhle is taken up in the states of Tamil 
Nadu, Mysore, Oujaral and Bihar, where gaps between the 
eonsumption and production of pulses are large and where 
the present consumption pattern of puises is not iikely to 
undergo any major change. It is heartening to note that 
the fourth nan as now drawn up by the Government of 
Tamil Nadu embodies tor the first time a systematic pro¬ 
gramme of action for augmentation of production of pulses 
within the state. The total requirements of pulses in Tamil 
Nadu alone, by the end of the fourth Plan, are estimated at 
410,000 tonnes, against which current level of production is only 
106,000 tonnes. 

The data collected through these surveys also support the 
expectations that at lower expordlture level, of the total 
allocation for food, households spend lower proportion on 
milk nnd other food Items and more on cereals and pulses. 
Thus pulses are an important source of protein supidy to the 
lower and middle-income strata of the population. 

The total requirement of pulses lor human consumption 
at the rate of 4 oz per day per head works out to 16.5 million 
tonnes by 1973-74. About 1.3 million tonnes are estimated seed 
requirements. The anticipated export demand is placed ut 
OJi mtUion tonnes. Thus the demand of pulses on these 
accounts could be placed at about IH million tonnes. 

Livcttock Feed 

Gram is one of the main concentrates used for feeding 
of livestock. At present, It is estimated that about one-tenth 
of the total production of gram is available for livestock 
feeding. In recent years, a change in the food habits of the 
people has been noted with a distinct trend towards consump¬ 
tion of finer types of cereals, such as wheat and rice. This 
gives some hope that in future years, large quantities of gram 
would be available for livestock feeding. At present, there 
is considerable gap between the requirements (i.e. six million 
tonnes) and availability (i.e. 0.6 milUon tonnes) of gram. 

One of the Important schemes currently In operation and 
proposed to be expanded during the fourth Plan relates to 
on aU-India co-ordinated scheme for intensification of research 
for the improvement of pulses. Co-ordination of existing 
breeding programme and initiation of new programmes on 
aeveral of the principally grown grain legume species, along 
with collection and assembly of germ plasma of several species 
«f groin legumes forms a part of this scheme. * A pilot project 
for the production and distribution of Rhizobium cultures on 
a mass scale is also envisaged, the main objective being to 
develop efficient strains of cultures for pea, berseem, luccnm, 
fK>yabean, groundnut, gram and moong In adequate amounts 
with a view to conducting co-ordinated trials with selected 
atrains at different research centres all over the country. It 
is also visualized to produce in pilot plants the most eflii' t'nt 
atrains on a mass scale to meet the increasing demand of 
such cultures to inoculate leguminous crops. These measures 
would go a long way in increasing the productivity of pulses 
in the country. 

For Irrigated areas particularly where controlled irrigatipii 
is available all the year round, after selecting the two most 
efficient crops of respective climatic and soil region, the tb.id 
short duration crops such as moong, cowpeas. checna can 
be fitted in either as zald rabi (middle of April till the end 
of June) or zaid kharlf (beginning of October till the end 
of December) or both. Such crops as urad. moong, cowpea 
etc., can bo !nter<iopped. in sugarcane and cotton crops during 
the summer in many parts of the northern region. In Toral 
areas of Uttar Pradesh, where sugarcane Is planted In autumn, 


gram can be grown in between the rows of sugarcane without 
In any way affecting the yield of sugarcane. 

The prospects of large-scale increase in the production 
of pulses are, however, limited In the absence of short duration, 
high-yielding, diseare-resislant varieties. Efforts to maximize 
the production of pulses have thus to be combined with 
research activities to evolve high-yielding varieties and quick- 
maturing strains. In fact, any broakthrough in pulses research 
will bring a major change In cropping pattern in the country 
us they are ideally suited for being fitted in any intensive 
grain crop rotation. So far, pulses have not received attentton 
from the scientists. An intensive research on the breeding 
and agronomy of such bigh-yielding varieties of pulses 
as gram, urad. moong, moth, arhar and lentil would be very 
rewarding. Some beginning has been made in this regard 
at the Indian Agricultural Research Institute, New Delhi, and 
ut other research centres in the statro. But much remains 
to be done. Perhaps the universities and research institutes 
in the regions could pick up one or two of the important pulses 
of the region for intensive research. 

Another problem which needs immediate attention in this 
regard is the development of varieties ( 1 ) responsive to- 
high fertility conditions; (il) adapted to low soil moisture 
condition; and (iii) resistant to wilt and pod borer in the 
case of gram and pigeon-pea and resistant to virus diseases 
in the cose of moong. urad and cowpea 
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Banning Strikes by Government Employees 

Our Special Corrwpomimt 


IT IS utKit-rstciod thut the central govermnent proposes to 
^rlng in the currmt session of Parliament a comprehensive bill 
to put a ban on strikes by government emplayees. While the 
Essential Services Ordinance and the Act which replaced 't 
gave the got'emment enabling powers to pndtiUt strikes in 
essential government services and the Act is to be In force 
tor three years, the proposed legislation would place a perma¬ 
nent ban on strikes in central government offices. The bill 
would also provide for machinery, more or less on the lines 
of the existing joint consultation machinery, and for an 
arbitration board lo which matters would be referred if there 
is no agreement in the joint machinery. The government 
would retain the right not to refer to the arbitration boarJ 
matters of policy (such as the refusal by the government to 
refer-to arbitration the demand for a need-based wage), but 
in that case the government would have to report to Farliamuu 
why it does not propose to refer an issue to the arbitration 
'board and any direction which Parliament gives would have 
to be carried out by the government. 

It will be recalled that when the Essential Services 
Maintenance Bill came up before Parliament there was much 
opposition. The bill was referred to by some of the opposition 
members as arbitrary, totalitarian, the law of the jungle etc. 
It Is not improbable that when the bill referred lo above cornea 
up there would be similar opposition. 

It is proposed here to refer to some of tlje issues raised 
by the question, on which there is still mudi misunderstanding. 
As was observed ^ one td thie members in the debate in the 
Rajya Sabha on the Essential Siervlbes Maintenance Bill, the 
right to work was fundamental, not the right to strike. The 
Constitution lays down a large number of fundamental rlghta 
but the right to strike is not one of them. The law of the 
industrialised countries docs not formally recognise any right 
to strike; there are restriction* on strikes particularly in 
regard to government servants. In the UK. for example, no 
law confers the right to strike, but certain strikes are declared 
by law to be illegal. So far as civil servants are concerned, 
the Whitley Council procedure provides lor redress of griev¬ 
ances, in the last resort by a reference to the Industrial court, 
but demands like one for gtioerul inbreases in wages cannot 
be so referred. iThese are matters recommended from time to 
time by the Royal Commissions on th^. Civil Service, and the 
prlncipleB and recommendations' of these commissions 'ire 
followed by government and by the industrial court. 

Fundamental Difference 

It is necessary to recognise one 'fundamental differ¬ 
ence between government service end Industrial enterprise: 
In the case of a private industrial enterprise, the wages and 
conditions of service that can be agreed to would depend on 
the capacity of the'ladustry. A private sector industry may find 
enhanced salBriea and wages by Increasing prices (it that is 
practicable), and it there are continuous losses tb^ is the 
possibility of closure. It is inherent In tin; system of private 
and competitive industry t!hat there is this safeguord, this 
limiting factor keepUng bargaining within practicable limits 
viz., the necessary restraint recognised by employees and 
unions against pushing demands beyond a certain level, which, 
if conceded, could lead to continuous losses or to closure. But 
in the rase of government service collective bargaining is 
limited by the fact that increases in wages and improvement 
ill conditions of service will have to be met by taxation or 
deficit financing, with its inevlteble effect on the general 
level of prices. It is not feasible therefore to leave the 
decision as regards general increases in wages and improve-- 
inent in conditions of service to the will of an arbitrator. 
The money for meeting such increases in wages hag to be 
found by the legislature in a democratic country. In the last 


resort therefore the legislature must decide up to what point, 
increases can be afforded and a balance struck by it between 
the claims of the staff and the capacity of the country to- 
beer the expenditure by taxation, , 

In the United States the Taft Hartley Act provides that' 
“it shall be unlawful for any Individual employed by the 
United States or any agency thereof including vriioUy-owned 
government corporations to participate in any strike. Any 
individual employed by the United States or Iqr any such 
agency shall forefelt his civil service status, 11 any, and abaB • 
not be eligible for reemployment for three years by the United. 
States or any such agency.” Some of the states in the USA 
have similar legislation applicable to state servants, but even 
where no such legislation applies courts have decided that 
employees in the public service have no right to strike and 
they may be discharged for striking. There is, of course, no 
question of any dispute about wages and conditions id serviccH 
of government servants being referred to arbitration, in ' 
Australia where the principle of compulsory arbitration has 
been accepted and practised to a very great extent, the Public 
Service Arbitrator has jurisdiction to determine disputes- 
relating to emplojrment in public service, including persons) 
employed by authorities such as the railways and the depart-- 
ments of works and housing. But under the Australian lew, ■ 
the decision of the arbitrator cannot come into operatiim until 
30 days after it has been laid before Parliament, and a deter¬ 
mination can be disallowed b,Y Parliament. Asides, suefat 
questions as general increases in wages and improvement in 
service conditions are determined by the government on the 
advice of the Public Service Board and are not referred lo¬ 
an arbitrator. 

Final Authority 

It is, therefore, everywhere recognised that ParUament 
in a democracy must have the final authority in such matters 
os demands by government servants for general improvements ■ 
in salaries and service conditions and this cannot be delegated 
to the decision of a party like an arbitrator or arbitration 
board. Therefore the strike such as the one In Septenber last 
year against the decision of the government not to refer to- 
arbitration the demand for a need-based wage was completely • 
misciincpived and deservedly failed. 

The proposal referred to in the first paragraph of this 
article to incorporate into law a ban on strikes and for refer¬ 
ence to arbitration of arbitrable matters is therefore Justified 
on prineiplc. It would also be necessary to provide that the 
award of the arbitrator, in such matters as are referred to 
arbitration, should be placed before Parliament and can be - 
dlsallowod or modifed by Parliament, as in the case of the 
award of the Public Service Arbitrator in Australia. There 
is also another aspect of the matter which has to be coiuidered. 
The capacity of the government to meet more expenditure 
on staff is limited, as stated above, not only by the (act 
that the money required would have to be found by resort 
to taxation or deficit financing but also by the tact that 
the government Is pcactically compelled to keep mote staff 
than it needs to on grounds of social justice, as under a 
dcmurratic government, retrenchment would not only be •x- 
tremely unpopular, but also mean aggravating the existing 
unemployment problem in the country. Even public sector 
industrial enterprises are in this respect in a less favouralde 
situation as compared with jarivate sector enterprises. In the 
case of public sector enterprises, both the pressure of unions 
as well as the conception of the sUte undertaking having to . 
be a model employer have impdled managemiatB of public 
sector mterprises to pursue uneconomic policies by keeping 
more staff than is necessary and not making neccMuy, 
retrenchments in staff. 
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WINDOW ON THE WORLD 

The Battle Against Supra>Nationalisation 

J03SLEYN HENNESSY 


I 

EUROPEAN COOPERATION IN THE BAUNCE 

LONDON: 

IN TECHNOLOGY, as in other spheres, cither the Europeans 
wiU hanic together or they will hang separately. Although 
Europeans increasingly recognise the need for a coUevtivc 
European response to the threat of a widening “technological 
gap”, they arc finding it difficult. No less than in any other 
sphere of inter-state relations, collaboration on technological 
projects involves national prestige and national interests. If 
a state's consent is to be gained to any particular project, 
it must be persuaded not only that the project Itself is sensible 
and technologically sotmd, but also that the benefits to its 
own economy are not less than its financial outlay. Up to 
now the principle of “fair return” has bedevilierl European 
collaborative projects, though it is inevitable that the govern¬ 
ments should interest themselves in the return that they cun 
expect from them. WhuL however, the Europeans mist strive 
to stop is that with every single project each government 
seeks to achieve a precise balancing of 'outputs' and 'inputs', 
contributiim and benefits. It is increasingly obvious that if 
the Europeans are to secure the advantages of collaboration, 
they will have to abandon the item-by-item approach in favour 
of one which looks at each project in the Ught of European 
endeavour. If the Europeans can achieve this, they will have 
laid the basis for common action for a truly European appnmrh 
to scientific research and technology. 

At present, however, we are not tven within striking 
distance of this goal. Indeed, with the continuing crisis of 
“Eurntom" one wonders whether the Europeans are even 
headed in the right direction. Yet in recent months ihere 
have been a number of developments in space reseiircb and 
atomic energy that do offer some grounds for hope. 

Launching Europe Into Space 

The second European Space Conference held in July 1067 
set up a working committee on programmes, which reported 
in t96H. The Causse Report, as this document is c.^lled, 
proposed an ambitious programme for European communi¬ 
cation satellites to be put into orbit by a European launcher. 
The Causse proposals were welcomed by a majority of the 
continental European governments but rejected by the British, 
on the ground that they did not make economic sense. Hus 
was also the reason for the British government's decision 
earlier in 196« to withdraw from the European I.Buncher 
Development Organisation programme after its i.reseiit cim- 
niitments expire at the end of 1970. The UK's unilateral 
action, which the Europeans did not like at aU. wag followed 
by the Italian government's decision to opt out of the ELDO 
research satellite programme. The UK and Italy thus brought 
to a head the crisis which bad been endemic in the European 
space efforts since they began. 

The agreement reached at the conference in Bonn means 
In effect the launching of Europe into space. Of greatest 
significance Is the endorsement given to the Causse Report's 
proposal that Europeans should widen their cooperation to 
include a programme of conununication satellltei, in addition 
to the research satellites programme. MetereologlcBl satellites, 
astellitet for navigational purposes, and tdeviaion relay satcit- 
lites, are some of the possibilities that European experts will 


discuss in the coming months and put up for final deviiion 
before the end of this year. 

The prospect that agreement will be reached to go ahead 
with one or more of these projects strengthens those who 
argue that Europe must have its own Intmching vehicle and 
should not depend on the Americans. The British met this 
continental logic with the financial argument that much higher 
exiwnse would be involved in building a European launcher 
rather than buying an American eciuivalent. The British 
seem, however, to have edged closer to the continental view¬ 
point. During the recent conference they agreed not only to 
continue deliveiy of Blue Streak until 1076, but alao to bear 
part of the additional cost that would be incurred it Europe 
acquires its own rather than an American launcher. It was 
agreed that the UK and other “non-launcher'* countries wotdd 
pay their share of the extra cost up ,to the point where it 
exceeds the cost of an American rocket by 2S per cent, but 
any additional cost would have lo be carried by “launcher 
countries” alone. 

“This is the beginning of a new deal”, rejoiced Mr Wedge- 
wood Benn at the close of the conference, "A new deal that 
will enable us to go commercial in space”. For no reason 
that I can see, Mr Wedgewood Benn seemed determined to 
trdat the results of the conference as a personal victory. The 
truth is that he went to Bonn still hugging the belief that 
the British withdrawal from future Bl.DO programmes would 


£!aiUtn Slconomiit 2.5 

FEBRUARY 25, 1944 

With the definite statement by H.E. the Viceroy in 
his Assembly speech that the Finance Member will deal 
fully with the inflationary threat we are determined to 
avert', earlier expectations that the Finance Member has 
done his worst in the last four years have given way ti 
the fear that further tax measures are in store. It is 
now clear thot whatever measures are taken, the object 
of government is not so much to raise additional revenue 
to cover any budget deficit as to mop up surplus money 
as port of its anti-inflatianarj' programme. It is also 
equally clear to us, though not to the government, that 
the rale of mopping up can, in the fiscal conditions of 
India, never equal the rate of pump-priming. There is 
no prospect whatever that the Finance Member will unfold 
constructive proposalB for a full-scale mobilization on the 
economic front. He has already ruled this out, when in 
reply to a question in the Assembly he stated that the 
government were in consultation with His Majesty's Gov¬ 
ernment considering to what extent the demands on India's 
war economy could be mitigated or met from other sources 
of supply and ior the rest they would try to neutralize 
inflationary tendencies by such means as lay within their 
power. The thought of building up India’s productive 
equipment for the purpose never occnired lo him. In such 
a background, what dues the coming budget hold out? 
What is the budgetary position now, and what are the 
ftesh burdens likely to be Imposed? 
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bniif! Kuropenn launcher dev'elopmont to a halt, but what he, 
in fad. found was a clear determination among the leading 
countries on the continent to go ahead with the European 
launcher, whatever the British decided. Far from converting 
the Europeans to his view, he appears to have gone some 
way towards accepting theirs. By the commitments into which 
he has entered, the t'K is neither in, nor fully outside, 
launcher devdopment. In the short run there may be some 
advantage io the UK in this position astride the threshold, 
but sooner or later the British will have to make up their 
minds whether to Join the club or to stay outside. When the 
pros and cons of this are assessed—and the decision is likely 
to t)c forced upon the UK by the continental desire io take 
launcher development a stage further than that so far planned 
by ELOO—the British will nceil a more sophisticated concept 
than Wedgewood Benn's purely "commerciar one. Space 
research draws on the technological skills and resources of 
the European countries. What is at stake is itot so much 
any ^ort rvin financial return which can be expected from 
a financial outlay, but the likely contribution to austainlng 
a high level of performance in technological industries as a 
wholiv 


nuclear energy and EUROPEAN INTEGRATION 

The British press has scarcely noticed the signature of a 
potentially significant agreement between the Dutch, West 
German, and British governments to cooperate In the develop¬ 
ment and production of enriched uranium. As well as being 
required by some of the existing proven-type reactors, enriched 
unmium is the fuel needed for the next generation reactors 
—the so-called fast-breeder—prototypes of ’ which are under 
development both in the UK and on the continent. It has 
been forecast that by the 1980s, when fast-breeder reactors 
are likely to be in commercial use, the supply of nudsar 
energy may be hindered by a serious shortage of enriched 
uranium. Now that a breakthrough appears to have been made 
in the development of a new process of enrichment—gas 
centrifuge—this seems less likely. Uiough, of course, production 
units have yet to bo designed and put into operation. It is 
worth noting that one thing that has made this agreement 


possible is the belief of the^ ffirties to It that they have 
simultaneously reached about the same level of devdopiaait 
in their research. There does not therefore seem to be any 
question of cme partner disclosing his secrets and getting no 
new information In return. 

Another important point is that this agrecmoit is a 
splendid example of the pragmatic approach which the Tory 
leader, Edward Heath, advocated at the recent Hague Congteu 
as most likely to advance the cause of European integration 
in the long run. A real need for nuclear fuel was discovered 
and appreciated, an agreement signed and a concrete addeve- 
ment is likely to emerge. And all this without the creation 
of any special institution. 

Marechal Group 

The consideration of science-technology policy in the Euro¬ 
pean Economic Community has been mixed up with the 
problem of enlarging the communities. When the French 
government cast its second veto against the BriUsh appUcatlon 
to Join the EEC, the Dutch (who were later Joined by the 
Italians) withdrew from the committee of senior eivQ servants 
—known os the Marechal Group—set up to study the possi¬ 
bilities of co-operation in various sectors and to make concrete 
suggestions. The Dutch and the Italians have now been 
persuaded to end their boycott of the Marechal Group In retani 
for an undeitaklng that the oppUcant states will be associated 
with the formation of Community policy at an earlier stage 
than the French had hitherto been prepared to accept. The 
Marechal Group is due to report before March 1. The EEC 
Council will give it a preliminary ecamination and wUl then, 
send out invitations to other governments to participate in 
specific projects. The French have been able to insist that 
the offers to non-member countries should not be restricted 
to applicant states. Whether this Is a workable formula 
remains to be seen. I foresee difficulties. How is the Com¬ 
munity Io decide whether a non-member country should be 
invited to take part in any particular project? Is each member 
of the Council to have a veto? My suspicion is that the 
Council's decision of December 11 amounts not so much to 
a compromise on the substantive issues at stake as to an 
agreement to alter the context in which the differences of 
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opinion in the Six on technological collaboration with Britain 
will henceforth be fought out. 

Hi 

MERGERS NATIONAL OR SUPRANATIONAL 7 

To the elarm of the European Commission and of “Euro¬ 
pean" Interests—both political and economii'—throughout the 
Community, there are still no signs that industrial integration 
is going to be allowuil to lake place supranatlonally. 

Praclicalb' all the large recent Eurnpeon mergers, and 
others still being discussed, have been inside national frontiers. 
This reflects the wish of governments and industries to create 
large efficient national entities capable of withstanding and 
challenging outside competition. The fear of domestic monopoly 
has been less than the fear oC falling under foreign control. 


But the concept of what constitutes foreign control 1» 
changing. Until recently foreign control meant American 
control—both in Britain and in Community countries; but of 
late, the merger fever has been increased by the desire to 
stand up to the competition from other European countries 
particularly within the EEC where it is no longer tmpered 
by tmifi protection. Economic nationalism has gained over 
the European idea of supranational Integration—and not only 
in France. In the loitg run, of course, the greater economic 
efficiency brou{dtt about by national mergers should eventually 
benefit the integrated Community but, at present at least, 
purely national considerations prevail, particularly in France 
as has been demonstrated by President de Gaulle's objection 
to the Cilroen-Fiat deal for obviously natlcnalist reasons. 
West Germany's resentment of the eff orts of the Compagnlc 
Frnncaise dcs Petroles to acquire a gt}ggswu|Bj^f4il the Gelens- 




LEAOiNG EUROPEAN INDUSTRIAL COMPANIES IN 19S7 


Company 

Headquarters 

Industry 


1. Hoyal Diitch/Shcll 

Netherlands/UK 

Petroleum etc. 

r 

2. Unilever 

UK/Nethorlands 

Food, rhemicals etc. 

-..so 

a. British Petroleum 

UK 

Petroleum 

2,074 

4. ICl 

UK 

Chemicals 

2.602 

5. National Coal Boaid 

UK 

Co:.! 

2,439 

6. Philips 

Netherlands 

Electrical 

2,402 

7. Volk.>!wagen 

Germany 

Cars 

2,334 

8. Montecatlni/Edison 

Italy 

Chemicals 

2,002 

9. Siemens 

Germany 

Electrical 

1.964 

10. Flat 

Italy 

Cars 

1,911 

11. Nestle 

Switzerland 

Food 

1.796 

12. Farbworke Hoechsl 

Germany 

Chemicals 

1.650 

13. August Thyssen-Hutte 

Germany 

Steel 

1,638 

14. Renault 

France 

Cars 

1.519 

IS. Daimler-Benz 

Germany 

Cars 

1,491 

16. Farbenfabriken Bayer 

Gennany ^ 

Chemicals 

1.469 

17. C. F. des Petroles 

France 

Petroleum 

1,343 

18. BritislvAmerlcan Tobacco 

UK 

Tobacco 

1,320 

19. British Motor 

UK 

Cars 

1.303 

20. ENI 

Italy 

Petroleum 

1,295 

21. BASF 

Germany 

Chemicals 

1,269 

22. Krupp 

Germany 

Steel 

1,288 

23. Finstder 

Italy 

Steel 

1,203 

24. AEG-Tdefunken 

Germany 

Electrical 

1.139 

25. English Electric 

UK 

Electrical 

1,132 

26. Pechiney 

France 

Aluminium 

1,114 

27. Dunlop 

UK 

Rubber 

1,070 

28. Rbcme-Foiilenc 

France 

Textiles 

1,063 

29. Courtaulda 

UK 

Textiles 

1.045 


Compiled by tbs ‘Economist* Intdllgsnce Unit from ‘Fortune’ magazine, and reproduced by special permission of the 
BJ.U. 27 St. JamePs Place, Ixmdon 8.W.I. 
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berg Oil Company, which attracted leasi attantlon, does not, 
however, baalcally differ from the French atU^de. 

These developments could easily strcngUien the centrllugal 
forces In the Community, where patioice seems to be wearing 
thin in the face of France's persistent nationalistic blocking 
tactics in all outstanding issues, among which British member¬ 
ship end agricultural finance are the most Importmit. Having 
come so far, however, the odds are stiU that the Community 
will not break up but will stumble forward (more or less at 
the pace permitted by France) In the hope of ragaining 
momentum after the General’s departure tnm the politicri 
scene. Yet nobody is sure whether GauUism will or will not 
survive de Gaulle. 

Europe's Biggest Companies 

The list on page 323 of the leading European industrial 
companies in 1967, compiled from the latest ‘Fortune’ directory 
of the 200 largest industrial companies outside the United 
States, shows that there were 29 European-based industrial 
compules in 1067 with a turnover of over $1,000 million. To 
some extent It explains French anxiety about the growing 
power of companies in other European countries. 


Franco had four among thes6 top 20, compared with West 
Germany's nine, Italy’s four, and Britain’s 10 (including the 
top two Jointly held with the Netherlands). Moreover, FVsnee’s 
four ctnne low on the list; the biggest French cmnpany achieves 
only the fourteenth place. 

The Hat docs not take account of recent mergers, such as 
that In the UK between the British Motor Corporation and 
Leyland with a combined turnover in 1067 of $2,162,000, or 
of that between Associated Electrical Industries and General 
Electric with a 1067 combined turnover of $3,162,000. If the 
proposed merger with English Electric is add^ to the latter 
the total is pushed up to $2,376,000, which tbKStens the position 
of Philips, now in sixth place. Among other changes noted 
in ‘Fortune's’ list is the takeover by Pechiney of Trefimetaux, 
which pushed Pechiney up In the league table. Many more 
changes can be expected in the next tew years, reflecting the 
present flurry of mergers in West Germany, the activities of 
the Industrial Reorganisation Corporation in the UK, mid also 
the huge merger now planned in Italy between Montecatlni/ 
Edison, ENI, and IRl. You should also note that there are 
nine Japanese companies with a turnover of over $1000 million, 
ranging from Hitachi with a turnover of $1,749,000 to Nippon 
Kokan with sales put at $1,014,000. 


SDR*s Nay Come into Being This Year 

G»7ARO A. DONOHUE 


WASHINGTON: 

AS WORLD trade has expanded rapidly in recent years—it 
is now more than $200,000 million per year—gold and hard 
currency reserves of nations have not grown at anything like 
the same rate. Nations faced with shortages of reserves and 
adverse balance of payments problems must take corrective 
action, which means cither holding back on domestic growth, 
imposing restrictions on movements of goods and capital, or 
both. 

The production of gold simply cannot keep up with the 
demand. Only about $1,400 million worth is mined yearly 
in the non-communist world, and much of this finds its way 
into industrial or artistic uses, or into the hands of hoordera 
or speculators, and not into the official reserves of nations. 
To toance expanding trade and cut down on restrictions on 
trade and capital movements, the Board of Governors of the 
International Monetary Fund decided in 1967 to "create" a 
new rescr\'e to take its place alongside gold, the dollar iuid 
pound aterling. Ihc principal means of international payments. 

Ncccsiary Steps Taken 

These new reserves, with the unwieldy name of “Special 
Drawing Rights,” (SDR) will come into existence and be 
distributed when 60 per cent of the members of the IMF 
holding 80 per cent of the weighted vote accept the proposal, 
and when members having at least 79 per cent of IMF quotas 
deposit their certificates of deposit in the Special Drawing 
Account. Many nations including the United States have 
taken the necessary steps and it is generally believed that the 
required number of nations will take action soon and the 
SOR’s will become a reality this year. SDR’s will, in effect, 
add to the gold reserves of the participating nations and, like 
gold, will be acceptable in exchange for currencies of any of 
these nations. They wQl not be the debt of any nation as 
the ddlar, for example. Is a commitment of the United States. 

The SDR’s will be issued to those nations having balance 
of payments problems, but unlike ordinary loans or debts they 
wUl not be wiped out when payment is made but only trans¬ 
ferred from one holder to another. Another way of looking 
at SDR’s would be to consider them as assets and means of 
payments among central banks. A country in need of bard 


convertible currency will present its Special Drawing Rights 
to another country with a surplus of hard currency and receive 
needed foreign exchange, while the surplus country will list 
the SDR’s as assets along with gold and other hard currencies. 

However, the SDR’s will be only one fairly small step 
towards improving the world monetary system. As of now, 
the grand total of reserves of IMF members is more than 
$73,000 miUion. Just how many dollars worth of SDR's wlQ 
be created in the next few years is, of course, unknown. I 
wUl be determined by the members. A leading expert on 
Intcrnaticmal finance, Mr Robert Trlfftn of Yale University, 
believes that only $1,000 ar 2,000 mlUlon worth will be 
created a year. Even if SDR’s were adopted cmthusiastically— 
and many are still sceptical of their efficacy—and were issued 
in far larger amounts, th^ still wouldn’t solve some of the 
fundamental problems of the international monetary system. 

Some currencies are overvalued and some are undervalued. 
And there will also certainly be "crises’’ in coming years as 
people lose confidence in one currency or other and seek to 
exchange It for another they believe to be sounder. But 
the nations of the world, by working In unison, have been 
able to handle the financial problems of the past few years 
and the crcatimi of the Special Drawing Rights is another 
move towards even more co-operation. If the SDR’s are used 
as they arc meant to be, to aid a nation having temjwary 
balance of payments problems, they will be of benefit to all. 


GROW MORE 

SAVE MORE 

WORK MORE 



THE PERFORMANCE of the Congress party in the mid-term 
poD In Uttar Pradesh tempts me to recall the loUowing incident. 
The occasion was the Republic Day rec^ion at Rashtrapali 
ffiiaran. Mr K. C. Pant, who had just returned from a spell 
of electioneering in his home state, was being asked by some 
ot us lor his impressions ot how the game was going for 
his party. He said that he was hopeful of the Congnss 
arcuring a majority of seats in the state legislature. Mr 
HP.W. da Costa, who had just then started his Gallup report 
aeries in ‘The Times of India’, took it upon himself to challenge 
him and demanded of Mr Pant how the latter could afford 
td ignore the Congress “multiplier'' which seemed to decree 
a' coalition for UP. 

I 

I Mr Pant, we could all see, was not at all impressed. 
He said that he claimed to know his UP and that he Wtis 
no' stranger to electioneering either. Gallup poll or no Gallup 
poll, declared Mr Pant, he stuck to his opinion that the 
Congress would be able to form a government on its own 
in Uttar Pradesh. At this point, the irrepressible Mr da 
Gosta was indiscreet enough to demand, again, how Mr Pant 
cobid afford to brush aside the moral of the “multiplier''. 
Mr Pant's response was wholly in the classical tradition of 
his late lather. With an imperturbability of which the old 
man would have been proud, he declared-very politely, but 
\'ery firmly—that if the “multiplier" did not happen to agree 
with his judgment based on bis observations of the UP election 
scene so much the worse for the “multiplier”. Now, who 
had it right? The pollster or the politician? 

* • 

Last week I spoke of the deterioration in the morals of 
political parties and the government with reference to the 
collection of political funds. Are their manners ony lietter'.’ 
l^re was so much politicking in Tlrupati, where Congre.ss 
iMders had gathered for the wedding of Mr Sanjlva Reddy’s 
stm, that the spotlight was on almost everybody except the 
bridegroom. Cameras clicked overtime photographing, for 
laatmiee, Mrs Indira Gandhi in what must be a private act of 
worship when she went to the shrine on the Hills. I was 
particularly repelled by a picture of the Prime Minister flropp- 
Ing her offerings into the temple “Hundi”. Even publicity 
must have its limits of private pronriety or public decency. It 
was, however, not the dedngs of the Prime Minister alone which 
were proclaimed for public attention. The inevitable Mr 
NlJaUngappa and the Inscrutable Mr Kamara] also hud their 
respective shares. 

• • 

So much for the manners ot politicians. The manners of 
gm-ernmept, ^ anything, are worse. Indeed so low have they 
fatlen that the goVemmeiit’s treatmant of its own officials is 
becoming devoid of all grace. There Is for instance 
the case of an outstanding civil servant, with a nationally 
cefebraled record of dedication, drive and dynamism during 
the difficult' years foUowtoS Independence. When the time 
ca^ recently for him'to' rdtln from the ICS, the government 
mid not even been able to make up its mind on who was to 
be bis successor to whom he was to handover charge—although 
tte offiae in queat^ was the post ot secretary in one of the 
key ministries at the centre. So far aa I am aware, there 
is not even a line of commendation from his pc^tical masters 
to say that the goveounent appreciates hit great services to 


the administration during some of the most critical years 
through which the nation has had to pass. 

* • 

Yet another recent example of the unclvUtied behaviour 
of the people in government is ' provided by the ahabby 
treatment meted out to the Chairman of the National Small 
Industries Corporation who laid down office some days ago. 
There are surely certain standards to be observed by ministers 
or secretaries to ministries in their official dealings with a pub* 
lie servant who had rendered valuable service in an important 
public office. Although Mr Sundaram showed a natural interoat 
in discussing with the minister or the secretary of the ministry 
concerned the future of an institution for which be bad 
laboured to considerable effect, the big bosses in Udyog 
Rhavan just did not have any time for him. Mr Sundaram is 
a rare, gentle spirit. Me, indeed, is.the perfect gentleman. 
Hence it is that, when he left Delhi some days ago, he left 
it without resentment but sadly perplexed by the meanness 
of some men in power or authority. 

* * 

The Uajdhanl Express, which the rollwoys are planning 
to Intro'luce shortly, is more than a simple addition to the travel 
facilities available on the Delhi-Calcutta route. It Is an 
expression of the developing qua]it}'<consciousneaB among the 
travelling public as mucb as among rallwaymen, G«me afe 
the days when the performance of the railway system could 
be judged merely in terms of the number of men moved 
or goods carried. Be it passenger traffic or goods traffic, it 
is both desirable and possible for higher standards of railway 
service to he demanded and provided. In u country of great 
distances, with a people for the mass of whom the more 
expensive means of travel, such as the airline or the private 
automobile, are just not available, a consistent and continuing 
effort at minimising the physical strain and improving the 
physical comfort of train Journeys must be accepted by the 
railways as one of their basic obligations. 

The Rajdhani Express, which cuts down the duration 
of the Journey by seven hours, is some evidence that the 
railways realise this. It is worth noting that this catpnjui 
is not a rich man's toy. The bulk of the accommodation 
provided on it will be on air-conditioned chair ears, nda 
mode of travel, first introduced on “de-Iuxc” trains on lmpu» 
tant trunk routes, has already proved popular among middle* 
income groups. Everything considered, there seems to be a 
bargain here for tho.se middle-income travellers who may not 
mind paying a little more occasionally for what may well be 
enjoyable travel. There is one final point. Although the 
Rajdhani Express does not claim to compare in speed with 
fast express trains in other advanced countries, it ia certainly 
aiming at a breakthrough where train speeds in our country 
are concerned. This has necessarily involved much research 
and technological development, partictilarly in relation to track 
structure and slenalUng equipment. - It Is obvious that tha 
gains in these directions will Imme^ately benefit'all train 
operations in the ureas concerned and, over a period, raliwal? 
efficiency across the country in general. The coaches havi 
been specially manufactured for the Rajdhani Express by tUe 
Integral Coach Factory in Madras end, here again, an advance 
has been registered in domestic excellence in the 
and construction of passenger coaches. The power gmierattaik 
equipment has been manufactured by Kirloakar and Its instilr 
lation on the Rajdhani Express marks a departure from tbh 
railways’ practice of indenting on Rolls Royce power-generating 
units for such purposes. 
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To Plug The Drain Of Foreign Exchange 
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(Pulp Division) 
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Gram: *WOODPULP\ Calicut. Phone: 3971-74 

Mg. Agts: Birta (Gwalior) Pte Ltd, Calcutta 
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NEW HINISTERIAL SET-UP 

THE PRIME Minister announced on February 14 a number ot 
dumges in her Council of Ministers. The following is the new- 
set-up: 

1. Prime Minister, Atomic Energy and Planning—Mr.'! 
Indira Gandhi. 

Deputy Minister attached to the Prime Minister— 
Mrs Nandini Satpnthy. 

2. Deputy Prime Minister and Minister for Finance - 
Mr Morarji Desai. 

Minister of Slate—Mr P. C. Sethi. 

Deputy Minister—Mr Jagannath Pahadia. 

3. Home Minister—Mr Y. B. Chavan. 

Minister of State—^Mr V. C. Shukla. 

Deputy Minister—Mr K. S. Ramaswamy. 

4. Food and Agriculture, Community Development and 
Co-operation Minister—Mr Jagjivan Ram. 

Ministers of State —Mr A. P. Shinde and Mr M. S. 
.Gurupadaswamy. 

Deputy Minister—Mr D. Ering. 

5. Lobour and Rehabilitation Minister—Mr J. L. Hathi. 
Minister of State—Mr B. Jha Azad. 

Deputy Minister--Mr S. C. Jamir. 

6. Tourism and Civil Aviation BAinister—Dr Karon Singb. 
Deputy Ministet^Mrs Saroiini Mahishi. 

7. Health and Family Planning, Works, Housing and Urban 
Development Minister—Mr K. K. Shah. 

Ministers of State—Mr B. S. Murthy and Dr S. 
Chandrasekhar. 

8. Law and Social Welfare Minister—^Mr P. Govindo 
Menon. 

Minister of State—Mrs Phulrenu Guha. 

Deputy Ministers—Mr Mohammed Yunus Saleem and 
Mr J. B. Muthyal Rao. 

9. Steel and Heavy Engineering Minister—Mr C. M. 
Poonacha. 

Minister of State—^Mr K. C. Pant. 

Deputy Minister—Mr Mohammed Shafi Qureshi. 

10. Railway Minister—Dr Ram Subhag Singh. 

Minister of State—Mr Parimai Ghosh. 

Deputy Ministe^Mr Roshan Lai Chaturvedi. 

11. Information and Broadcasting and Communlcotions 
Minister—Mr Satya Narain Sinha. 

Ministers of State—Mr I. K. Gujral and Prof. Shcc 
Singh. 

. 12. External Affairs Minister—Mr Dinesh Singh. 

Deputy Minister—Mr Surendrapal Singh. 

13. Defence Minister—Mr Swaran Singh. 

Minister of State—Mr L. N. Mishra. 

Deputy Minister—Mr M. R. Krishna. 

14. Petrochemicals, Mines and Metals Minister — Dr 
Triguna Sen. 

Mintsters of State—Mr Jagannatha Rao and Mr D. R. 
Chavan. 

18. Foreign Trade and Supply Minister—Mr B. R. Bhagat. 
Deputy Minister—Chaudl^ Bam Sewak. 

16. Industry, Internal Trade and Company Affairs Min¬ 
ister—Mr Fakbruddin All Ahmed. 

Ifinlster of State—Mr Baghunatha Reddy. 


Winds 

Deputy Minister—Mr Bhanu Prakash Singh. 

17. Education and Youth Services Minister—Or V. K. R. V. 

Rao. 

Minister of State—Mr Bhakt Dorshan. 

Deputy Minister—Mrs Jahanara Jaipal Singh. 

Ministers ot State In charge of Ministries: 

IR. Parliamentary Affairs, Shipping and Transport—Mr 

K. Raghu Ramaiah. 

Deputy Minister—Mr Iqbal Singh. 

19. Irrigation and Power—Or K. L. Rao. 

Deputy Minister—Mr Slddheshwar Prasad. 

HARYANA BUDGET 

The 1969-70 Haryana budget, presented last week in thr 
state Vldhan Sabha in Chandigarh by Mrs (hn Prabha Jain, 
has an overall deficit ot Rs 6.34 crores. Revenue receipts for 
1960-70 have been estimated at Rs 78.34 crores and expendi¬ 
ture on revenue account at Rs 79.70 crams. The revenue re¬ 
ceipts show an increase of Rs 3.78 crores over the revised esH- 
mates for 1968-69. Revenue expenditure shows an increase 
of Rs 8.70 crores over the revised cstlmate.s for 196849. Mo 
new taxes have been proposed and the gap is left uncovered. 
The year will open with a minus balance of Rs 5.10 crores and 
is expertsd to close with a minus balance of Rs 0,34 crores. 
Plan o! tlay for the next year has been raised from Rs 23 
crores to Rs 26 crores. 

KERALA BUDGET 

An overall deficit of Rs 20.06 crores is estimated in the 
Kerala budget for 1960-70, presented in the state assembly 
at Trivandrum on February 8. The total deficit comprises 
Rs 11.43 crores on revenue account and Rs 8.63 crores on capi¬ 
tal account. The gap is intended to be covered partly by tuldi- 
tional taxation which will fetch R.s 2.2S crores. The new pro¬ 
posals include an education cess, admission fee to schools, 
one to two per rent rise in sales tax, rationalisation of stamp 
duty and increase in motor vehicles registration fee. Revenue 
is estimated at Rs 135.27 crores and expenditure at Rs 146.70 
crores. This year's revenue receipts at Rs 135.25 crores show 
an Increase ot Rs 3.25 crores over the estimated Rs 131.02 
crores. 

H.H.T. INCURS LOSS 

The Hindustan Machine Tools has gone into the red for 
the first time since it went into commercial production in 
1056-57. It incurred a loss of Rs 65.05 lakhs in 1967-68 as 
against the net profit of Rs 126.33 lakhs earned in the preceding 
year. This is revealed in the company’s armual report tor 
1967-68. Compared to 2.665 machines turned out in pre¬ 
vious year, the aggregate production was 1,807 for the period 
under review. HMT had received orders ' lor only 1,217 
machines as against 2,270 in the previous year. In all HMT 
despatched 1,592 machines valued at Rs 1,198.46 lakhs as com¬ 
pared with 2,505 machines valued at Rs 1,256.60 lakhs in the 
previous year. The dismal performance of HMT is attributed 
mainly to the industrial recealon which multed in- luck of 
orders and accumulation ot stocks with the company. In spite 
of the management's efforts to curtail prodiKtlon in Una svltii 
demand, stocks of finished machine tools bad increased from 
Rs 225.52 lakiis on March 31, 1967 to Rs 2BB14 lakhs on March 
31, 1968. Had It not been tor the carry-forward orders to the 
extent of 1,073 machines from the previous year, the results 
would have been disastrous, the report p<»lnts out. Aggtenive 
marketing techniques Increased export orders and higher pro¬ 
duction and dwnond of watches stood as a silvn lining for the 
state-owned factory plagiwd by recession in the last three 
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years. On exports, the report says, HMT secured orders tor 
U8 machines as against SI during the previous year. 

OIL INDIA’S TENTH ANNIVERSARY 

Oil India Limited, a 50:50 partnership between the Govern¬ 
ment of India and the Burmah Oil Company, completes its 10 
years of existence on February 18. The celebrations com¬ 
menced at Daliajon on February 12. The cumulative output 
ot the company uptil now is of the order of Kb 120 crores, 
while the crude oil produced by it saves the country about Rs 25 
crores per annum in terms of foreign exchange. Oil India has 
so far drilled 265 wells of which 207 produce oil and 10 produce 
gas, while 24 are being tested. The crude production and sales 
of the company during 1968 amounted to 2.8 million tonnes, as 
against 2.7 million tonnes in the preceding year. lUs is re¬ 
markable particularly because of the disruption caused by the 
unprecedented floods in Assam last November. Incidentally, 
Oil India displayed remarkable efficiency by repairing ^ 
breaches in the pipeline caused by the floods and resuming 
crude supplies to Baraunl refinery within a record period of 
21 days. The company has drilled 10 exploration wells, in 
Dun) Puma area of which seven have turned out to be dry. 
Of the remaining, one is oU-bearlng and another one is gas- 
prpdueing while one still remains to be tested. It also drilled 
two wells in the NEFA area for the first time. Oil India has 
spepi over Rs 4 crores on exploration in the Dum Duma and 
NEFA areas and it has plans to .spend on its exploration pro¬ 
grammes over the next three years an amount of Rs 5 crores, 
of which the foreign exchange componett of Rs 1 crore will be 
met by the Burmah Oil Company. The company has improved 
the time cycle of its crude conditioning plant and has extend¬ 
ed its use to the Oil and Natural Gas Commission. 

INTERIM DIVIDEND BY S.T.C. 

The State Trading Corporation has declared an interim 
dividend of 6 per cent for the current financial year. The total 
dividend this year is hoped to be kept at 15 per cent on the 
present capital of two crores of rupees. The capltol of the 
Corporation, however, is expected to be doubled in the near 
future. A proposal has been put forth to capitalise reserves by 
a Ixmus issue in the ratio of one bonus share for every share 
already held. The Chairman of STC, Mr P. L. Tandon, who 
has proceeded to Australia and New Tiealand to study trade 
prospects with these two countries is likely to finalise purchase 
of nearly Rs 15 crores worth of wool and some quantities of 
tallow from Australia. In New Zealand he will Imve negotia¬ 
tions for the import of milk powder. With a view to stepping 
up its exports to Australia and New Zealand, the STC chair¬ 
man will impress upon the exporters in these countries the need 
for buying more from us. There is understood to be a good 
market in Australia and New Zealand not only for our tradi¬ 
tional goods but also for many an engine»ing item, especially 
railway equipment. On his way back, Mr Tandon is also likely 
to visit Bimgkok and Kuala Lumpur to assess the prospects of 
export trade with Thailand and Malaysia. The STC has in- 
vitad two business teams from these cuuntrles to study what 
they can buy from here. 

tCL COMPUTERS 

The Btanaging Director of International Computers Limit¬ 
ed (ICL), of the United Kingdom, who is currently in this 
country to study at first hand the working of ICL (India), 
disclosed at a press conference here last week that this British 
comp-any wanted to make India as the base tor exports of com¬ 
puters not only to the eastern hemisphere but also to eastern 
Europe, ICL’s third generation computers 1901-A series are 
being manufactured at Poona and Bimgalore in collaboration 
wiBi the public sector concern, Bharat Electronics Ltd, under 
the aegis of ICL (India) which is owned by the British company 
to the extent of 60 per cent and by the Indian public to the 
extent ot 40 per cent The ICL has given an undertaking to 
the Government of India that it will export complete computers 
and equipment to tlw value of at least 10 per cent more than 


what its Import bill will be. This means that ICL (India} will 
be a net earner ot foreign exchange for the country, to the 
next few years exports of ICL (India) are expected to reach 
a level of Rs 4.4 crores. Its import bill will be pot more than 
four crores of rupees. The net earning ot forei^ exchange, tfabs^ 
will be Rs 40 lakhs per annum. The foreign exchange cpmpo* 
nent in ICL Indian computers, which at present is around 86 
per cent, is proposed to be reduced to 35 per cent ip the 
fourth year of production when nearly SO computers win be 
produced. The British company has also assured the govern¬ 
ment that oil the future improvements in its technical know¬ 
how would be passed on to ICL (India) without any payment 
of royalty. This technical know-how will also be available to 
Bharat Electronics. 

INDO-BRITISH TRADE 

India continued to enjoy a favourable baltpice of trade 
with the United Kingdom during 1908. Our exports were of 
the order of £13.53 million during the year os against the 
Imports ot £7.16 million. The corresponding figures for 1967 
were £12.6 million and £8.2 million. Of our exports to the 
UK, tea continued to enjoy a predominant position with its 
earnings amounting to £5.0 million, even though they are 
slightly lower than £5.2 million In 1067. Textiles, tobacco and 
leather exports recorded increases. Our Imports frdm Britain, 
on the otter hand, consisted mainljy of machinery and equip¬ 
ment. 

EXIMBANK COMPLETES 35 YEARS 

The Export-Import Bank of the United States has com¬ 
pleted 35 years of operations supporting America’s foreign 
trade. The bank, also called the Eximbank, was founded on 
February 12, 1934, with a capital of 811.00 million. Today its 
capital is $1,000 million and its total lending authority is $13,500 
mUlion. An independent corporate agency of the US govern¬ 
ment, the bank helps finance the export trade of the United 
States. The bank does not compete with private capital but 
supplements it to encourage export financing. Loans are 
generally for specific purposes. The bank's loans have financed 
jet aircraft and locomotives; miiteral extraction industries: 
electric power plants; cement mills, fertiliser and chemical 
plants; satellite communications ground receiving and trans¬ 
mitting stations, and many otter kinds ot enterprise. India 
has received a loan of $17 million from the bank for the 
Varanasi locomotive plant 

NEW F.LC.CI. CHIEF 

Mr Ramnath A. Podar has been unanimously elected to be 
the President of the Federation of Indian Chambers of Com¬ 
merce and Industry for the year 1968-70. He will take charge 
from Mr Gujar Mai Modi on March ,17 at the conclusion ot 
the 42nd Annual Session of the Federation. A prominent in¬ 
dustrialist from Bombay, Mr Podar has extensive Interest 
in industry, trade, banking and insurance. 

NAMES IN THE NEWS 

Mr R. N. Kaul, Deputy Commerdal Director of Air-todia, 
Bombay, at a meeting held recently in Bangkok, was elected 
a member of the Board of Directors ot the Pacific Area Travel 
Association (PATA). He was also unanimously dectad Presi¬ 
dent of PATA's newly-formed India Chapter in Bombay. 

Mr J. C. Finlay, chief representative of the Burmah Oil 
group of companies in India and Managing Director, OH India 
Limited, has been elected to the boards of Assam OQ Company 
limited and Bumah Oil Company (India Trading) limited. 

Mr Raj Pan! Chadha, Vice-Presidoit of the Ddhl Stock Ex¬ 
change Association, has been deeted President of the Delhi 
Chamber of Commerce. 

Mr K. K. Jdiodla, a leading Industrialist and businesaman 
of Calcutta, has joined the reconstituted Board ot Iknde as a 
non-official member. 
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Extracts from the Statement by the Chairman. The Rt. Hen. Loni Aldington, P.C, K.C.HG,. CB.E., 
D.S.O.. for the year ended 31st December. I9E8. 


I am wriUng this Statement about our progress In the past 
year a few weeks before—subject to appropriate shareholders’ 
consent—Ottoman Bank branches Join us, and a month and a 
half before—subject to Court approval and your consent— 
our proposed Capital reconstruction is completed by the very 
welcome support from our new U.S. partner. First National 
City Bank, and the equally welcome additional support ot 
Llc^s Bank. 

The year 1968 saw every bit as much progress as earlier 
years, and firm foundations have been laid for much greater 
strength in the future. 21 new branches and sub-branches were 
opened. The Merchant Banking Division In India began 
operating in the kte autumn. Advisory Boards became effec¬ 
tive in India, Pakistan, Kenya and Uganda. A new subsidiary, 
Gtlndlay Brandts S.A., was established in Geneva. A re¬ 
presentative office was started in Birmingham. President 
Kenyatta formally opened our new I.Cl.. 1801 computer centre 
in Nairobi, and the installation of a similar computer in Ka¬ 
rachi is nearing completion. 

In Consolidated Balance Sheet terms the year 1968’s pro¬ 
gress is shown by an increase in deposits we estimate to be 
of above £50m. or 12% and an increase in Advances of about 
£30m. or 15%. 

In terms of Consolidated Profit our estimote lor 1908 
compared with £1,390,000 for 1967 is a figure of £1,.502,000, 
after making the normal deductions. 


MSTBUtiTlON OF NET PROFITS 

(Per cent) 




1865 

1966 

1967 

1968 

Asia 


53 

30 

30 

31 

Africa 


12 

17 

11 

13 

London 

including subsidiaries 

35 

44 

59 

56 


Total . 

100 

100 

100 

100 


1 can best summarise the year’s results as follows: 

In India profitability in rupee terms was lower in the 
first half of the year but the second half-year’s results showed 
substantial improvement over the second half-year of i967. 
Our business in India in amount and in quality justifies 
even better results, and I am confident that with the acceptance 
of new methods and new macUnes, when that becomes possible, 
much more satisfactory results will be achieved, more satis¬ 
factory to our customers, more satisfactory to our staff and 
Qierefore more satisfactory to us. Our branches in India have 
had the advantage ot a sutetantial capital sum remitted to 
India following our agreonent with the Government of India 
in relation to Social Control, and they are backed by a 
developing sterling loan business which helps to finance copitui 
programmes of some important and successful Indian customers. 

Our Pakistan business has staged a welcome recovery. 
Deposits have increased lor the first time for a number of 
years, and profitability has begun to recover. Our Chid 
Manager in Pakistan has completed a reorganisation which 
wfll give him tiie equ!i»n«it ud men to improve bis positiou 
against the undoubtedly efficient and competitive Pakistan 
hanks. 

Our branches bt Ceykm have also had a more s ucc ass f iil 
year. 1988 may well be the last year In which we are subject 
to restrictions against accepting new deposits. When these 


restrictions are removed, we shall be in the position, whlids 
we have wanted for many years, further to assist Ceylon’s 
busbicss and economy generally. 

In Aden our Chief Manager’s relaUonship with the Qev* 
emment, as their principal bunker, has been close and heIgdUL 
The profit of our branches there has beem reduced hy the 
necessity to provide for some bad debts and losses due to- 
frauds, but we can record an increase in confidence generally 
in Aden which will help business and should give us an 
opportunity for a better banking year in 1868. 

In Kenya, wc had hoped that the many new branchea 
opened in the past two years would help to build the 
profit of our business there as well at provide the ad^tional 
deposits—which was their main bankiug purpose. In fact due 
principally to coflee berry disease in many cases progragg taf 
the smaller new branches has been slower than we h^ hoped. 
Partly because oi this, partly because ot earnings in MalrObi 
itself being restricted and partly because ot the effect On 
charges of the installation of the computer, Kenya’s astulta 
were disappointing. But deposits have risen significantly and 
we an* building up a sound business there. With the hdlp 
of the computer coupled with the planned advance in the 
Kenya economy, better results can be confidently expected 
in the future. 

In Uganda, where expansion has relatively been almost 
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as fast as in Kenya, profits have not been badty affected and 
the outturn for the year was very satisfactory. Profits were 
in fact, in shilling terms, some 30% higher than in 1907, which 
itself was a good year. 

In Zambia we needed in 1968 a period of consolidation. 
Organisation and methods are improving and training advanc¬ 
ing. The results were less good than in 1967 but the problems 
of which we have been aware for some time are now under 
better control. 

Our two branches in Somalia ore still suffering from the 
effects of bad debts iiwurred several years ago, but foundations 
are being laid for a sound business in the future. We now 
have a better undmtanding of the economy of Somalia as 
a wholf and we hope to be opening a branch in Mogadiscio 
shortly. 

In Rhodesia, our Chief Manager there reports steady 
progress and the new business which he has created appears 
to be on sound lines. 

In our Head Office in London costs have increased as 
a result of the new developments we are undertaking. Our 
business in London of all kinds has expanded, and total 
TjmAwi earnings of the Bank compared favourably with those 
of the year before. 

Taking the Bank os a whole, our exchange earnings were 
hi ghCT than in I967'-and the growth was larger 
can be explained by the devaluation of sterling. Net 
interest was also higher. But the operational costs of th^' 
Bank rase by nearly as much. 

DIVIDENDS 

The Directors have decided to recommend to you that the 
total dividend for 1968 should be 13.9725% as compared with 
13i% last year. They ate In no doubt that it is right to In¬ 
crease the rate of dividend. As part of the Prices and Incomes 
policy we ate however asked to keep down increases in divi¬ 
dend to 8i% maximum. We see no }tistllication for going below 


the maximum and hence this extraordinary figure of 13.9725%. 
At the same time we have decided to pay a flrat Interim 
Dividend of 3% for 1969—in accordance with the practice 
followed in the last three years. 

BRANCH COVERAGE 

We now have 242 branches and sub-branches overseas. 
(The new branches opened last year included 2 in India, 7 in 
Kenya, 4 in Uganda and 3 in Zambia). We hope that on 1st 
March this total will be increased by 52 branches from the 
Ottoman Bank. This will give a new total of 294 branches 
and sub-ljranches. In 1957 when I first Joined the Board of 
the National Bank of India, the total number of branches and 
sub-branches of the N.B.I, and of Grindlays which was th«i 
a wholly-owned subsidiary was 87. Such a large increase in 
the number of branches for which we are responsible must 
involve significant changes In organisation as which. Indeed, 
have taken place in the last twelve years, coupled with an 
Important amount of devolution of responsibility and power 
of decision. This process will continue, probably accelerated, 
in the near future. Modern communications, coupled with 
the management training systems which have been in practice 
now for some time, will ensure co-ordination of methods and 
policy. The total staff and management of the Bank is now 
cotwlderably over 10,000 men and women with 383 officers 
overseas. 

There is a very stimnlatiag life career open to any young 
man who Joins our iateniatlonal and overeas hanking staff 
from this country. 

CONCLUSION 

A new Headquarters, new Capitol, new banking partners, 
a wider spread of operations in new countries and new types 
of business all have come together in what will be an eventful 
year for the Bank. 


The full Statement may be obtained from the Bank’s Bead 
Offlee at 26, Bishopsgate, London, E.CA or from the 
nearest Brandi. 
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YOLTAS LIMiTf^ 

Significant Progress in a Difficult Year 

The following is the Statement by Kr F.F.S. Talyarkhan, Chairman A Chief 
Executive, Voltas Limited, circulated to the Members of the Company with 
the Annual Report for the year 1967-48. 

M'. R. F. & Talrarkban 



The year under review saw yet another slgnilicunt increas • 
in the volume of business achieved by your Company, despite 
many unfavourable factors. Almost all Trading Divisions 
recorded Improved sales and gave promise of even b.ttrr 
things to come. This is more an Indication of the Company’s 
;«llience than an indcN of any marked improvement in the 
Country’s economy. 

1964-65 saw the beginnings of the slumo in organized 
industrial development, and every year since then, includng 
the financial year Just over, has witnessed mounting strains. 
It speaks highly of the inherent strength of your Company 
that despite difficulties we have been aide to register increase 
in turnover totalling over Rs 26 crores in four years, wh'Ch 
approximates to the Company’s totol overall annual turnover 
7 vears ago- 

Margins were seriously affected because of the con¬ 
tinued depression in the market for engineering goods. On 
the other hand, operating expenses were higher, partly on 
account of the larger volume of business transacted and partly 
due to factors beyond our control. Staff increments and 
increased Dearness Allowance alone accounted for an increase 
of Ra 31 lakhs. 

The recessionary conditions led inevitably to larger 
inventories and outstandings for the greater part of the year 
resulting in an increase of Rs 19 lakhs in interest charges. 
As a result of intensive efforts, however, we were able to 
effect a marked Improvement in the utilisation of working 
capital in the lattm' part of the year. 

Enough has been said, in the press and from platforms, 
about the recession and I shall, therefore, not dwell oa this 
aspect further, but will try, on the other hand, to analy.-'e 
a positive aspect of the economic situation of which wc should 
b* able to t^e advantage. 

In the last five years real national Income has gone 
up by 20%, money supply has increased by 68% and sur¬ 
prisingly enough the wholesale price index by almost the same 
extent, namely 66%. If both the money supply and the prici- 
level rise by approximately the same amount it is apparent 
that for the country as a whole there has been no decUne in 
purchasing power in the sense of money incomes; yet wt- 
are faced with a recession, espiecially in the engineering 
industry. One explanation of this dichotomy is that money 
incomes have been accruing to a sector not normally accu¬ 
stomed to purchase either capital equipment or engineering 
products or even consumer goods, viz., the agriculture sector. 

In actual figures agricultural incomes mar well be 
growing annually at the rate of approximately Rs 1800 to 
Rs 2000 crores. This opens up a vast requirement for thore 
Inputs which have brought prosperity to the fanner ouch as 
tractors, soil and anime nutrieita, irrigation systems, plant 
protection products and equipmaBt 


Then tliere is the demand for consumer goods. Evan 
if only 25% of the Rs 1800 crores addition^ income is ultimaMy 
spent on emsumer goods, there will be need to organiae the 
marketing of a further Rs 450 crores of ruch goods for Iho 
rural sector every year. 

Over and above the requirement!) of agricultural inputs 
and consumer’ goods, there is the innate hunger of the farmer 
for more arable land and to provide for this there is a 
cmsiderable potmtial from the rural sector as a whole for 
electrifivi'lUs) and minor Irrigation projects ns also for land 
reclamction and shaping equipment. 

It is clear that these dramatic developments call for 
a reorientatio .1 of our marketing strategy. Your Company 
is fortunate in that its main assets and strength arc the 
management and technical skills which have been built into 
the organisation over the years. These talents, which have 
an inherent flexibility, are being harnessed to enable the 
Company to play as Important a role in the rural areas os it 
has done for so many years in the urban and indusIriaUsed' 
sectors- 

Reaching the farmer requires a new type of dtslri- 
butiuii channel. The farmer cannot afford to wait. If a 
pumping set Is not repaired or replaced in time, he may lose 
his crop. If a tractor breaks down and remains idle during 
preparatory tillage operations, the damage is likely to be 
irreparable. The realisation of the gieat imponance of 
promptness in servicing the farmer’s wants has to be the 
cornerstone of successful rural marketing operations. 

Appreciating the need for a well Integrated progranune, 
your Management set up last year the Agro-Industrial 
ducts Division, the results of which have lived up to our 
expectations. In Its very first year, the Division achieved a 
turnover of almost Rs 12 crores—an increase of 55% over 
the previous year’s sales of the some products by other 
Divisions of the Company. 

The products at present handled by this Division are 
tractors and implements, engines, pumps and geucraling seta 
and other ntgineerlng inputs for the farmer such as sprinkler 
irrigation and plant protection equipment. It Is expected that 
new products will be added to these so as to have as complete 
a range us possible to cater to the agricultural sector. 

I would now like to refer to some of the activities 
of other Divisions, which are supplementary to those of ou 
Agro-Industrial Products Division and which are vitid ta the- 
rural sector. The Mining Division and 'Works have developed 
entirely by tiuHr own efforts, a wholly hidlgenous water-well 
drin rig. TUs rig, fabricated In the Company’s Thana Works, 
is the first of its kind ever to be built In India and Is axpeeted 
to find a large market in the country. 

Our Air Conditioning and Refrigeration Division has 
utilised its considerable experience and skills in the coating 
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to develop, in consultation with the Works, anaU and 
medium slsed cold storage systems to suit tho special needs 
of the farmer to store his produce until the n«rt season. The 
Division is also marketing a walk-In-cooler which wiU be 
invaluable to the farmer, and MUk Chilling equipment has 
been Installed in a number of places. All thete new products 
help to augment the marketing of rural production. 

For clearing, reclaiming, -terracing and shaping of 
land, there is great need for heavy duty crawler tractors of 
which our Principals, bitematioiud Harvester Company, are 
Uie foremost manufacturers In the world. The Earthmovmg 
Division is doing everything possible to keep in good repair 
the <«i«ting International Harveater Crawler tractor population 
In India, by rendering maintenance service and keeping an 
adequate atock of spares. In view of the growing demand for 
additional tractors, plana have been submitted to the Govern¬ 
ment for progressive manufacture of this type of equipment 
in collaboration wlUi International Harvester Company and 
Intemational Tractor Company of India Limited. 

The Bliwt rical Division is hopeful of participating 
much more actively In rural electrification projects of which 
there will be a vast increase to match the revolution in the 
rural sector. 

The Pharmaceuticals and Consumer Products Olviaion 
is extending its already wide coverage of rural areas, so as 
to bring to the fanner's doorstep life saving drugs and packaged 
food stuffs. Ptans are In hand to strengthen the activities of 
this Dlvisi«m considerably by adding new lines and products. 

Although India has iqade great strides In the produc¬ 
tion of fertilisers In the country, there is still need for largv 
scale Imports of fertilisers in our drive for self sufflcimicy 
In food. The Chemicals Division has been respwisible for 
bringing in substantial quantities of fertilisers from the biggest 
Independent producer of Potassic and Phosphatic fertilisers in 
the world. International Minerals and Chemicals Corporation, 
U.SA. This Division is also investigating the possibility of 
marketing pesticides developed by Hhone-Poulenc of Prance. 
Field trials so far conducted have proved encouraging and 
final results should be available by the middle of 1969. Fhe 
Division la also the largest supplier of vitamin prwnix to 
manufacturers of cattle and poultry feed in the organis^ 
sector and also to medium sized lanns who make up their 
own feed. A number of new bakeries have been set up m 
the public sector in various parts of India—^Ihere are live 
such at the moment in production and three more under 
construction. All bread made in these bakeries are vitamin 
enriched and the Chemicals Division has helped considerably 
to develop a suitable preomix of which It is now the sole 
supptters to these important pubUc sector undertakings. The 
Divisiem also supplies all the vitamins required by tbe Food 
Cfft paraHim of India for the manufacture of ‘Balahar’—a high 
protein food for children. 

At this stage, I think 1 should refer to our efforts 
in p n^t***" field of endeavour—the search for new products 
and the buUding up of our own Research & Development 
Department. The considerable expertise that we have built 
up through our long experience in selling, servicing and 
Installing aU types of modem equipment is now being used 
in research and development work, I have already mentioned 
the water-well drill which we have developed ourselves in 
Thana. It was only possible to do this at short notice because 
of our famiUar and intimate knowledge of handling of various 
of mining equipment Our pre-eminent posiUon In air 
conditioiing and refrigeration has helped in the development 
and mariceting of a wider range of packaged units and cold 
storai^ systems. Development of new products to meet the 
growing requirements of our country will be very much in 
tbe scheme of our manufacturing activities in the coming years. 


Towards the end of the Company's financial year, 
the Board accepted an offer which was made to them for 
taking ovar the Principal Shareholders' Interest In Hatlonal 
ElectricBl Industries Ltd, and its associated companies. The 
products manufactured by these, Cixnpanles include trangfer- 
mers, motors, pumps and winding wires, and we have been 
appointed as Sole Distributors for all these products. These 
representations will be useful additions to the Electrical 
Dirision'a trading programme. The Division will now be able 
to Incorporate National Electrical Industries' tranafoimers 
along with Tala-Merlin & Gerin’s products in turnkey awttcli* 
gear tenders without relying on outside parties tor transfonnerB. 

The Company stepped up its export aettviUes during 
the year, aa will be evidtot from our ix^mr book of more than 
Rs 20 lakhs of goods in the few months that tbe newly formed 
International Operations Division has been functioning. In 
addition, it is believed that there is a worthwhile flidd for 
the export of technical know-how and expertise to neighbouring 
countries. This can be as technical monagers/consultanta or 
aa partners in joint ventures. The Intemational Operations 
Division is engaged actively in investigating the possibilities 
for business in certain Middle and Far Eastern countrim. 

In my statemoit last year I was glad to record that 
relations between the Management and Staff remained cordial 
in a year notable for political and industrial unrest It was 
in recopiition of this and of the general spirit of cooperation 
and help that the Staff displayed during that year that the 
Management offered an ex graUa additional payment to staff, 
over and above the statutory bonus payable under the Act 
It was Indeed regrettable that the Federation of our Unions 
did not accept this generous offer and instead resorted to such 
questionable tactics as go-slow, work-to-rule and disobedience 
of rules and regulations in support of their demand tor an 
even hi^er payment Inevitably this form of agitational 
approach led to cases of insubordination and other undesirable 
Incidents. 

This unhappy state of affairs continued for four and 
half months with consequent loss of business and the Incurring of 
additional expenses for extraordinary measures that had to be 
taken to keep the wheels of business moving. At length the 
Federation accepted, with minor modifications, tbe same tenns 
as were offered by the Management in the first place. 

In regard to the future, there are signs of recovery 
in certain sectors of the economy, but the demand for engineer¬ 
ing goods is a derived one and there is usually a time lag of 
12 to 18 months between gmcral recovery and tbe benefits 
accruing therefrom for the engineering Industry. This year 
we expect an increase in turnover of our consumer inoducts 
and medium engineoring divisions, but this is high volume/ 
low margin business. As far as our Heavy Engineering Divisions 
are concerned, much depends on the aggregate investment in 
the Public sector, details of which we shall know when the 
4th Five Year Flan is published, we hope, by early this year. 

1 should like to express my aiqiredBtion to all levels 
of Management whether they be at Headquarters, in the 
Trading Diviaiona or in the territorial offices, tor their loyalty, 
courage and hard work during a period of acute pressures. 
X am grateful, in particular, to my colleague Mr P. C. Qwiyan, 
our Executive Director—Sales and Engineering, whose untiring 
efforts served as an inspiration for the special drive that was 
necessary during the dosing months of the Company's tlnandal 
year, after the bonus agitation, to produce the satisfactory 
results whieb were finally acUeved. 

Note; The abare StatemaBt Is not a report of the pnoaedlBga 
of the AoBoal Gen e ra l Meeting whldi was heli ew 
the 18th Fehmsry, 1988. 
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Company Affairs 


EUCtRIC CONSTRUCTION 

irf THE context of the green revedution that Is sweeping all 
over the country the directors of Electric Construction and 
Equipment Company Ltd expect a surge in demand for agri- 
cultural implements and equipment in the coming year. 
Anticipating the demand the company hiis undertaken the 
manufacture of pumps and diesel engines to utilise a part 
of the idle capacity. The company’s factory at Sonepat has 
already commenced production of transformers. It is now 
considering a scheme for the manufacture of GLS and fluores¬ 
cent lamps. The company has also put up n good ihow in 
the Held of exports. Sxable quanlllics of transformers, 
switchgears and meters have already been exported and it has 
now under execution substantial orders for lilts. 

Altbough sales climbed up to Hs 6.B9 crores in lfl67-6;i 
from Rs 6,65 mores in the earlier j'ear. gi'o.<is profit dkclined 
to Rs 38.02 lakhs, registering a fall of Rs 14.76 lakhs over 
1866-67. Out of the gross profit, the directors have set apart 
a sum of Rs 18.69 lakhs to depreciation »s aKainst Rs 18.65 
lakhs In the preceding year while a sum of Rs 1.60 lakhs 
was carried to development rebate reserve as cempared to 
Rs 11.79 lakhs in the previous year. The allocation to 
taxation reserve was rcducml by Rs 4.60 lakhs to Rs l.SO 
lakhs leaving a net profit of 17.23 lakhs as compared 
to Rs 17.28 lakhs a year ago. After transferring Rs 17.0.9 
lakhs to general reserve, the balance of Rs 19,013 was carried 
forward to next year's accounts as against Rs 1,499 brought 
in. The equity dividend has been maintained at 10 per cent 
mij it will be paid out of the general reserve. 

The working of transformers and rotating machines 
division was affected by the unaamomic level of prices and 
stiff competition in the markets. Sales of switchgear also 
hove not recorded an appreciable rise owing to paucity of 
demand. Sales of lifts, on the «>ntrary, have shown an 
encouraging rise. The internal demand continues to be low 
due to recession but the company may still maintain its 
planned growth because of expirrt orders. So far as house 
service meters arc concerned, the market for the products 
got stabilised towards the close of 1967-68 and better results 
are expected in the current year. 

INDIAN ALUMINIUM 

The directors of Indian Aluminium Company Ltd hiivc 
proposed a final dividend of 8,5 per cent for 1988. This 
together with the interim dividend of 9.5 per cent makes a 
total of 14 per cent on the higher capital as aya.nst 17.5 
per cent paid in the twevious year. The one-for-one rights 
shares issued early in 1968 are eligible for a proportionate 
dividend. 

The company’s sales dipped to Rs 21.09 crores during the 
year from Rs 21.58 crores in 1967 while gross profit dropped 
to 'Bs 6.13 crores, registering a fall of Rs 1.06 crores ovtr 
the preceding year. Although new records were set up in 
production, the company’s sales and profits tovc declmcci 
due to a surplus of aluminium in the home market following 
excessive imports in 1967 and the adverse effects of the 
additional c.xc!se duties levied in May 1967. The company’s 
earnings have also been affected due to lower realisations <>ii 
export sales of 3,456 tonnes of aluminium ingots and tbi' 
increase in cost of raw materials. 

Out of the gross profit, the directors have transferred 
a sum of Rs lJi9 crores to taxation reserve as compared to 
Rs 2.74- crores in the previous year while the appropriation 
to depreciation reserve was enhanced by Rs 0-02 erore to 


Rs 1-77 crores. The allocation to development rebate reaeive 
was reduced by Rs 10.2 lakhs to Rs 10.8 lakhs, leaving a 
net profit of Rs 2.26 crores as cempnreti to Rs 2.49 crores 
in 1967. The amount earmarked to general reserve amotmied. 
to Rs 0.91 crorc as against Rs 1.29 n’orcs in thi cmlior year. 

The company’s new smelter and alumina plants at Bdgauni 
are cxpwtod to commence production on schedule. It has also 
run 'e Bat:Nfar(or.v progress in sotting up ,■» shcet-roUing m il 
in Bombay. The company is nol experiencing any difficulty 
ill finding the required funda for implementing the expansion 
schernt"-,. Apart from credits obtained from the Export Credit 
Insurance Corporation. Canada, and the US Export-Import 
Bank, there was a rights issue of equity shsres in April last 
year. Bubseiiiiently loan capital of Rs 5 crores in debentures 
was raised carrying an interest of 7.75 per cent. It is now 
exfx'cted that there will be a further issue of debentures in 
tile current year. The company has aln>ady applied to the 
Controller of Capital Issues fur permission to make an issue 
of Rs 7 crores in 7.75 per cent debenture stock 1980-84 at 
par by way of public issue. The public Isjue will be fully 
undcra'ritlen. 

VOLTAS 

Despite recessionary and other adverse conditions' VtoltaS' 
Ltd succeeded not only In maintaining its progressive rise in 
sales bt I wa.s also able to retain its share of the market in almost 
all p;i- uct lines. Turnover, in fact, established a new ncord 
at Ks 67.59 crores in 1967-68, recording an impressive rise 
of 14,5 per i-eiit over the previous year. The engineering 
divisions accounted for 66 pt'r cent and the n-engineering 
divisions consisting of pharmaceuticals and consumer products- 
and chemicals for the remaining 34 per cent of the turnover 
for the year. 

To match the revolution in the rural sector, the company 
is reorienting its market strategy and harnessing its manage* 
menl and (echnlcal skills so that it can pla.v an imroitant 
and dynamic role in serving rural areas us it has done for 
so many years in the urban and industrialised sectors. The 
pharmaceuticals and consumer products division is exUnding 
its already widi* coverage of rural areas so as to bring to 
the farmer's footstep life-saving drugs and packaged foodstuffs, 
itans are afoot to strengthen the activities of this divi.ien 
considerably by adding new lines and products. The electrical 
division is hopeful of participating in u big way in the rural 
elccfrificatlon programmes which arc expected to show a 
tremendous rise in the light of the dramatic devciopm-rols 
that are taking place in the rural sector. Appreciating the need 
for a well integrated programme, the management created an 
agro-industrial products division last year. In its viry first 
year, the division achieved a turnover of almost Rs 12 crores, 
an Increase of 55 per cent over the previous year's nain 'if 
the same products by other divisions of the cempony. Thii 
products at pn‘sint hamUid by this division are tractors and 
implements, engines, pumps and generating sels ond other 
engineering inputs for the farmer such as sprinkler irrigation 
and plant protection equipment. New products wlU be added 
.shortly to these so as to have as complete a range as possible 
to cater to the agricultural sector. These facts were tii gtiU ght^ 
by the Chairman and Chief Executive, Mr R. F. S. Talyarkhan. in 
the annual statement circulated to the shareholders of tlto 
company along with the balance sheet. 

The other divisions of the company have also fared 
extremely well during the year. The mining division and 
works have developed entirely by their own efforts a 
wholly indigenous water^well drill rig. TUa rig, 
in the company’s Thma works, is the first of Ito kind ever 
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in be built in the country and is expected to And a 
larxe raatket. nw air-conditlonin* and riftlgeretion divi¬ 
sion has utilised Its considerable experience and skills in 
the cooling Held to develop small and medlum-eiied cold 
storage systems to suit the special needs of the farmer to 
store his produce until the next sensm. The division is also 
marketing a walk-in-cooler which will be invaluable to the 
former. Milk chilling equipment has been installed in a 
number of places. All these new products are helping the 
company to augment the marketing of rural production. 

Concerted efforts are also being made by the research 
and development division of the company to develop new 
products. Water-well drill rig is a case In point. Other 
items arc in the process of development and it Is a matter 
of gratification that all such development work is being done 
without any foreign technical assistance. 

The company la making a determined bid to enter into 
the field of exports and for this purpose a new division styled 
International Operations was set up during the year and It 
has shown great promise. It has already bagged firm orders 
for Hs 12 lakhs and orders worth Rs 8.5 lakhs are in advanced 
stages of finalisation. Apart from the export of products, 
the company is also investigating the possibUHy of exporting 
know-how in the capacity of technical consultants or managers 
as well ns examining various proposals of joint ventures in 
certain countries. 

Towards the end of August 1868, the board of directors 
decided to accept the offer received by it to acquire the 
principal shareholders’ interest in, tmd to handle as sole 
distributors the products of a group of associated companies 
vis:.. National Electrical Industries Ud, Crescent Iron and 
.Steel Corporation Ltd, and Wandlesldc National Conductors 
Ltd. The range of products manufactured by these companies 
will supplement the company’s electrical equipment distribution 
programme. 

BENGAL PAPER 

The directors of Bengal Paper Mill Company Ltd have 
decided to issue 25,000 cumulative redeemable preference 
shares of Rs 100 each carrying an Interest of 9.3 per ceat 
per annum and offer the same to the esdsting ordinary share* 
holders at par in the ratio of one share for every 60 equity 
sduires held. Tht»e shares will be issued to those ordinary 
shareholders who are registered on March 8, 1969. 


FERIYAR CHEMICALS 

Perlyor Chemicals Ltd. a company promoted by Messrs 
Aspinwall & Co. Ltd, is entering the capital market on Feb¬ 
ruary 25, 1989 with a public issue of Rs 12.87 lakhs. 'Ihi- 
subscription list will close on March 10 or earlier at the 
discretion of the directors but not before February 27. 

The company has an authorised capital of Rs 40 lakhs and 
an issued and subscribed capital of Rs 10.04 lakhs. Ihc 
paid-up capital of the company amounts to Rs 5.58 lakhs. 
The present issue Is for Rs 12.97 lakhs consisting of 
78,400 equity shares of Rs 10 each and 51,250 preference shares 
of Rs 10 each and they ore offered at par for cash to the 
public for subscription. The Kerala State Industrial Develop¬ 
ment Corporation has underwritten equity shares worth Rs 
4,87,500 and preference shares valued at Its 212,500. The 
rmainlng 30.000 preference shares of Rs 10 each have been 
underwritten by the Industrial Credit and Investment Corpora¬ 
tion of India. The promoters of the company' have given their 
undertaking to the underwriters that in the event of the equity 
capital now offered to the public being undersubscribed, the 


promoters and their associates aitd friends will, without charg¬ 
ing any underwriting commission and brokerage, take un the 
first 29,650 equity shares not subicribed for before calling 
upon the underwriters to subscribe for the balance. 

The factory will be located in the Edayar Development 
Area in the Ernakulam district, Kerala state. The company 
proposes to manufacture formic acid, sodium sulphate and 
other chemicals in technical collaboration with Messra Karl 
Fischer Apparatc-u. Rohrleitungsbau of West Germany. 

BANK OF MAHARASHTRA 

The Bank of Maharashtra has reported excellent working 
results during (he year ended Decmber 31, 1968, with deposits, 
advances, investments and profits recording significant im¬ 
provements over the previous year. After meeting all expenses 
and making the usual provisions including taxation, the bank 
has earned a substantially higher net profit of Rs 24.48 lakhs 
os compared to Rs 21 lakhs in 1067. The directors have 
proposed to maintain the equity dividend of 10 per cent for 
the year on the increased capital. 

After adding the brought-in amount from the previous 
year’s accounts to the net profit, the amount available for 
appropriations amounted to Rs 24.40 lakhs. Out of this, the 
(Urectors have allocated Rs 4.90 lakhs to reserve fund as 
against Rs 4.20 lukbs in 1967 while the amount allotted to 
gratuity reserve was maintained at Rs 50,000. The amount 
set aside to dividend reserve was enhanced by Rs 2 lakhs to 
Rs 13.75 lakhs. The balance of Rs 5.34 lakhs, subject to 
payment of bonus to staff, has been carried forward. 

The year 1068, as stated earlier, was one of all-round pro¬ 
gress for the bank. During the year deposits leaped to Rs 
73.10 crorcs from Rs 62.70 crorcs while advances jumped to 
Rs 49.70 crores from Rs 39.96 crores. Investments shot up 
to Rs 23.53 Croces registering a marked improvement of Rs 
1.89 crores over 1967. The number of branches increased 
from 119 to 137 while the number of deposit holders showed 
an encouraging rise from four lakhs to 4.65 lakhs. About 
94 per cent of the bank’s depositors, it is significant to note, 
are holding deposits below Rs 5,000 and it reflects the patro¬ 
nage it is receiving from the middle class Investors. 

EUCTRONiCS AND COMPUTERS 

Electronics and Computers (India) Ltd will be shortly 
approaching the capital market with a public issue of Ra 17 
l^hs. The public issue will consist of 90,000 equity shares 
of Rs 10 each and 8,000 cumulative redeemable preferotce 
shares of Rs 100 ecch, carrying an interest of 0.5 per cent 
per annum. The issue is fully underwritten by financial insti¬ 
tutions. 

The company Is holding an industrial Uccnce for manu¬ 
facturing 8.5 million siUcon semi-eonductor devices (transistors 
and diodes), 30,000 silicon expotaxial wafers and 10 million 
high stabili^ precision resistors per annum. ’The project will 
be executed In two stages. Production of translators will bt 
taken up in the first stage and will be completed by the end 
of the current year. In the second stage, maebtoeiy will 
be fabricated for the production of these transistors which 
will take a year more for completion. 

The capital cost of the first stage of the project is estimated 
at Rs 62.60 lakhs. It will be financed by the share capital 
of Rs 24.10 lakhs, a loan of Rs 17 lakhs from the ICICI, 
another loan of Rs 11.25 lakhs from the UP State Financial 
Corporation, deferred payments of Ra 2.28 lakhs and Rt 6 lakhs 
ter way of bank borrowings. The factory will he located at 
Ohariabad. 
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Reorganisation of the Textile Industry 


THE FIRSI report of the Texti'.e Reorganisation Com¬ 
mittee was presented to the Guvcinm^nt of Gujarat 
in .August 1 j 68. The committee ha? luilher leviewcd 
the working of the textile mills in Gujarat and in the 
count:y and has now finalised its second report which 
was presented to the Chief Minister of Gujarat on 
February 10. 

(2) Like the first report, the second report of the 
committee is also unanimous. The committee, in its 
first )-eport, had given some background of the textile 
industry and had made some leconunendafons. There¬ 
fore, the second report of the conunittie has to be read 
alongwith the first. A summary of the findings of .he 
second i-eport follows; 

3. The cotton textile erwis has deepcnetl to such an extent 
that about 90 cotton textile mills were lying closed at the end 
of December 19B8. The figure includes mills which have been 
lying closed for years and have been scranpetl or arc bei-’g 
scrapped and whose number is around 2B. Thus, in all. 00 
mills out of 630 mlUs have been closed down. This accounts for 
about 2.5 million spindles and about 30,000 looms which have 
been rendered Idle and which have caused loss of cmploymeit 
to over 100,000 workers in the country. Thus the loss to the 
country as a result of succe.ssive closures of mills is enormous. 

4. To get out of the impasse, worst for the Industry during 
its existence, the central government has enacted the Cotton 
Textile Companies (Management of Undertakings and Liqui¬ 
dation or Reconstruction) Act. 1988. The National Textile 
Corporation has started working. Textile corporations at the 
state level have also been set uo in some states. 

5. The above measures may relieve the situatiiui to some 
extent. It has. however, neither been possible nor will it be 
possible for these corporations at the national and Ih- sl.itc 
levels to be able to niusler the necessary and adequate fuiuls 
for the huge task of Tcslarllne and reviving such large number 
of closed units and to resuscitate other similarly situated mills. 

Reserve Price 

6. The Cotton Textile Companies (Managemeot of Under¬ 
takings and Liquidation or Reconstruction) Act of 1068 pro¬ 
vides that the closed units will be offered tor sale at a re.'erved 
price and if nobody comes forward to puichase them at that 
price, the government or the National Textile Corporation or the 
state textile corporation will take over the unit at that price 
According to past experience, managements of slanding with 
successful operation of units to their credit, having nei-essary 
management ability, have not been coining forward to take 
over closed or weak units even at nominal prices bscau'e of the 
present unfavourable provisions and certain technicalities of 
laws. These efforts, therefore, reouire to be supplemented by 
other means. 

7. In the considered oplnlim of the committee, the revival 
of weak units and the modernisation and rehabllHatlon of thMC 
weak, or running of closed mills if possible and woithwhilo 
could tberefon be tackled In the following four ways: 

(a) Some of the weak closed units can be taken over in 
an appropriate manner by either the National Textile Corpora¬ 
tion or state textile corporations to be run and managed by 
fhem. 

(b) Borne weak units can be allowed to go Into liquidation 


through the process of court proceedings and the assets of 
such units can be sold out in auctiem. One Of the drawbacks 
of Ihls process is that a very large number of creditors who 
belong to middle class families and who had sold stores, dyes, 
chemicals, cotton, machinery and other producta to the wreak 
units, tend to lose heavy amount of dues in case of■ liquidation. 
So also the utuiecured creditors of weak units are put to total 
loss because even the most legitimate dues of workers (labour) 
and other secured debts can hardl,y tie fully paid back from the 
proceeds of the auction leave alone the unsecured rrediton. 
This payment of labour dues, provident fund, wages etc, could 
hardly lie met frcmi the sale of such units on liqu'datlon. Again 
the liquidation proceedings take .i very long time rendering 
labour unemployed till the mill is sold out and restorted after 
many months. Some lime It is possible that such mills may 
not even be restarted and may disintegrate in course of time. 
Actually so far, no weak te.stlle milts seem to have yet been 
restarted through liquidation process. . 

Process of Merger 

(c) The process of merger would take much less time and 
w’ould provide the weak unit with a running efficient mnnagn- 
ment wi h resources and expertise and marketing orpaiilBatlaB 
so Hut the strong null could practically ran the weak wit 
W'ltho'il much dislocation of prodaction and omp'oyttMt. 
Also on the merger ot the we.'ik units, it will be possible for 
the strong units to negotiate pa.Ymei)t to the creditmw, both 
secured and un.<!ecured in a phased manner so that none of 
the.sG numerous parties get financially revived. The closure 
of the mills fend to hurt and ruin maiiv of the creditors which 
in turn affects the economy of the country and shakes the 
confidence of the investors which Is a very important element 
in entrepreneurship development of the cimnlry. In this re¬ 
port. we have elalmrated the procedures and policies to make 
such mergers as an effective and speedier instruments for the 
rcvhal and toning of the health of this vllat basic industry. 

(d) Whichever units out of the weak mills are not possi¬ 
ble to be run because of the obsolete mu<-hliiery or extremely 
heavy liabilities and therefore which cuniiot respond to treat¬ 
ment as in the alternative (a), (b) and (c) above will have to 
be scrapped. It will be fiuile to snend money, energy and 
time in trying to revive such old and u.seles.s units which sliouid 
only lie scrapped. 

8. The scheme of merger of weak mills or weak Indus¬ 
trial units with strong mill or strung industrial unit has been 
in vogue in many countries. The main obiectlvo behind the 
reromniendation for mergers of weak units as contained in this 
report is that leading efficiently-managed textile mills in dif¬ 
ferent area.s of the country should be enabled to assist the 
government in the reconstruction and modernisation of the 
huge complex of textile Indu'try in the country by such 
managements taking over some of the old and uneconomic mills 
which arc otherwise capable of economic working through im¬ 
proved management, better financing end credit facilities more 
easily available to the well managed strong unite and through 
rehabilitation and modemisatioii of these weak units. 

9. The committee, after taking into consideration the over¬ 
all situation, recommends as under; - 

An act styled as the “Merger of Industrial Ckimpanies (Re* 
habtlitatlon and Modernisation) Act ot 1<)69'’ may be consi¬ 
dered and enacted by Parliament in order to facilitate mer¬ 
ger of the weak units of any industry with the help of strong 
units of that industry incorporating the tollowtog provisions 
in suitable legal clauses. The government may notify any in- 
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dustry under the Mertfer Act to which these provisions wUl 
apply. 

10, There should be a merger commissioner appointed by 
the central government under the “Merger of'InduBtriBl Com¬ 
panies (Rehabilitation and ModemisaUon) Act of 1968" who 
will also be designated as the Additional Controller of Capital 
Issues under the Capital Issues Control Act, 1947, In the De¬ 
partment of Economic Affairs. 

Direct merger of a ninning weak antt or/dosed wetdt wait 
wlih a stnmg noli 

II (a) Any weak textile mill which proposes to merge 
with a strmiger mill, or any strong mill which seeks to take 
over a weak mill for purposes of modernisation, or if the central 
government or the state governments, in the public interest, so 
decide and are able to bring in or persuade a strong milt to 
take over a weak mill, may make an application to the mer¬ 
ger commissioner, proposing a scheme of a recmistruction and 
reorganisation of the capital structure of the two mill com¬ 
panies concerned. 

11. (b) The merger contemplated here, may take the form 
of any scheme of reconstruction, reorganisation, arrangement 
or compromise between two or more companies as envisaged 
in Sections 391 to 394 of the Companies Act 1956. The com¬ 
mittee would recommend tiut in defining the term ‘merger’ 
in this Act, all the general tax concessions available to com¬ 
panies amalgamaUng within the scope of the definition used 
in Section 2(1A) of the Income-Tax Act, 1961 be made avail¬ 
able along with the specific tax adjustments we have recom- 
mmided in this report. 

11. (c) The normal processes of the Company Law as laid 
down in sections 301 to 394 of the Companies Act will be fbllow- 
ed up and the approval of the High (^urt will be taken. 

Tax Adjustments 

13. The committee has considered the question of certain 
tax (adjustments) which should be provided to the merger of 
the weak unit with the strong unit so as to enable the merger 
to he practicable and less burdensome to the strong unit. Briefly 
stated the tax (adjustments) would be as under: 

(a) In such reorganisation of the capital structure, the 
income-tax urritten down value of the fixed assets of 
the weak unit will be written up to the extent of uii- 
absnrbed deprerlatlon carried forward in the income- 
tax assessment of the company concerned as on the 
date of the merger. 

<b) The scheme of amalgamation will also provide that the 
benefit of carrying forward losses (balance of losses 
as determined in the income-tax assessment of the 
relevant assessment year relating to the accounting 
year of the merger) of the weak unit will be eligible 
for set off in the assessment of the merged unit and 
he also available for carrying forward if the profits 
of the merged unit are not sufficient 

(c) In respect of the development rebate, it is already pro¬ 
vided in the Income-Tax Act that the benefit of the 
development rbbate will be available for the strong 
unit which amal^mates a weak unit with itself, 
subject to satisfying of certain conditimis. 

Merger of a rniuilnf weak milt or a closed weak unit with a 
strong unit where as a first step the weak nalt may be taken 
over as a subsidiary of tbe atrong unit ova; a period before 
the actual merger is cmnpleted. 

13 (a) It is also possible to conceive of a strong mill 
raising debentures which may be subscribed by financial 
institutions or by the National Textile Corporation or a state 
textile corporation and with Uie help of tte funds so raised. 


take over the sick mill as its subsidiary, soy, to the extent (rf 
51 per cent to 100 per cent of the share ca^tal. The shares 
may be taken over at some agreed price depending upon the 
fair value of the share of the sick mill and as may be approved' 
by the merger commissioner. In this way, the benefits of taxa¬ 
tion, unabsorbed depreciation, as recommended in para 11(a). 
11(b) and 11(c) etc will also be continued to be available to 
the weak mill as It does not extinguish Itself as an entity. 

13 (b) If for any technical reason, an immediate merger 
of a weak unit with the strong unit is not feaslhls or considered 
desirable, the weak unit may be allowed to continue to operate 
as subsidiary of the strong unit till such time as It is necessary 
to enable both the units to complete the merger. 

Debenture Loans 

13 (c) Alter taking over tbe weak unit as a substdiarv of 
the atnmg unit, further investments may be made by the strong ' 
unit in the weak unit to make it a 100 per cent subsidiary, 
either by use of debenture loans from the financial institutions 
or from tbe National Textile Corporation or from the state tex¬ 
tile corporation or by its internal resources. In such circumstances 
where the weak unit ba^ become 100 per cent subsidiary of tbe 
strong unit, there is available at present a total exemption from 
capital gains tax when a subsidiary is merged with Its parent 
company. Where, however, the weak unit has not become a 
100 per cent subsidiary of tbe strong unit but continues to be 
only a subsidiary, the benefits of exemption from capital gains 
tax should be made avaUable to the merger of tbe weak unit 
with the strong unit when the merger takes place. 

13 (d) As far as the write-up of unabsorbed depreciation 
and the balance of carry forward losses of tbe weak unit are 
concerned, these should be allowed to the merging companies 
on the merger being completed to the extent they have not 
been absorbed by the profits earned by the weak unit so long 
as it was a sulisldiary. 

14. To Implement the aforesaid recommendations, it will 
be necessary to make consequential amendments to section 34 
and section 47 of the Indian Income-Tax Act, 1961. It will also 
be necessary to amend the Capital Issues Control Act, 1947, to 
oiabie the central government to authorise the merger com¬ 
missioner to undertake the functions proposed to be assigned 
to him under the “Merger of Industrial Companies (RehabUita- 
tion and Modernisation) Act, 1969”. 

15. The merger commlsatoncr may examine Gondltions of 
any particular Indnstiy nader instrnctloiu from the govern¬ 
ment. If the government thinks that the condltlona of the 
nnlts in that Industry reqnln very iarge-sise operatlw of 
modernisation In public Interest and in the laterast of employ- 
meat and contlnnlng prodnothm, the povenunent may notlftr 
such induatry under this Act and dlreet the nurger eommb- 
idoner accortogly. If on examination by the meiver commla- 
slMier, govenimeiit la satisfied Uiat the provIMmis of the ‘THerger 
of Indnstrlal Companies (Rehabilitation and Mbdernisallon) 
Act”, as recommended by the aommlttee as above, shonM bo 
made applicable to that partiealar Indnatry, the govemaMil 
may notify such indnstiy under the Act, la the MBelal gasetle. 
On an industry being notified by tbe government the provi¬ 
sions of the “Merger of Industrial Companies (Rehabilitation 
and Modernisation) Act of 1969” will he made applicable to 
all the units of that particular industry. 

16. On an application being made by a strong unit or a 
weak unit of the notified lndi»try or by both to tbe merger 
commissioner or on tbe initiative of tbe merger commiarioncr 
himself, the merger commissioner will examine the proposal of 
merger and If he is satisfied that such merger Is in pubUe 
interest in order to reconstruct, rehabilitate or moderniM the 
wmk units which are otherwise fhclng closures or getting 

or are causlijig serious losses to the country, be may on a 
thorough examinatton approve the propoeals of merger on sneh 
terms and conditions as he thinks appropriate or mav dis- 
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approve any merger proposal If the merger commissioner is 
oonvinded that the proposal la not acceptable in public interest. 

17. From the scheme of m«ger as detailed above, it is 
dear that no strong unit will try to utilise the above procedures 
for a merger Ih order merely to take benefit d the tax conces- 
Ihais and rdiefs. The strong unit when it takes over the weak 
unit with the <u>proval of the merger commissioner (who will 
ttwroughly examine the proposal from all angles and who will 
approve any merger proposol only in public interest), there 
might be some lingering doubt that the strong unit may not 
keep the weak unit running and the very purpose of continuing 
employment and production may not therefore be realised. 
Therefore suitable provisi(ms may be made, it thought neues- 
sarv, in the new "Merger of Industrial Companies (Rehabllita' 
tion and Modernisation) Act, 1968" to the effect that ihe tax 
authorities will refuse to take into account any benefits due 
to the write-up of the unabsotbed depreciation or the develop¬ 
ment rebate or the carry forward of working losses in their 
assessment of the strong unit if any time they find that the 
weak unit Is not being modernised or run in an adequate 
maimer by the merger as per the objectives of the merger pro¬ 
posal in public interest. 

^Micrai Hergtrs 

18. The committee is of the clear view that it does not 
recommend mergers in general with the concessions and re¬ 
liefs as recommended above. Those general mergers which are 
permissible under the Companies Act as at present can continue 
to operate under committee's recommendation of the mergers 
with certain concessions and incentives as contained in this 
report is only aimed at Improving Uie state of health of such 
industries in which the national investment has been of a very 
high order and where due to several circumstances, a sizable 
number of units face economic difficulties and are facing the 
threat of closures and require Immediate rehabilitation and 
modernisation in order to continue enployment, production 
and growth potential. 

19. The committee, in its first report, had made certain 
observations and recommendations dealing with the programme 


of rationalisation. Out of time, the following speeiOe reeom- 
mendation should be implemented to see that merged units 
are also put into proper condition: 

“In order to encourage modernisation and also to lighten 
the burden of the otherwise expensive and Ugh cost modop* 
nisatlon due to the prices of Indigenous machinery fating 
very high the mills will require some help to meet tl» 
capital cost of modernisation, which otherwise wUl become 
excessively burdensome. It is therefore recommended that 
the central government should give a refund of 10 per cent 
Ilf the total value of the amount actually paid out by • 
mill In any year for the purchase of indigenous (and im¬ 
ported), machinery out of the excise duty amount payable 
by the company during that year. This concession should 
continue to the textile industry fur suffidontiy long period 
of time so that modernisation on a national level la satle* 
factorily implemented and completed. If and when thw 
government wants to withdraw this concession, the machi¬ 
nery for the modernisation on the deferred payment basis 
by the company concerned in the previous years should 
continue to be mtitled to such refuntjs till the deferred pay¬ 
ments entered into as firm commitments are completed.** 

20. The committee also examined the social impUcatltms 
as well as the total outlay required for Ihc mergers If t^ 
arc allowed and undertaken. An average weak mill with 800 
looms and 25,000 spindles, with a normal dye and bleadi house, 
can be generally purchased at a price not exceeding Ba 30 
lakhs per unit. Out of the 70 closed units, only .50 to SO would 
be fit for relriibilitation and modernisation. The purduue 
value of these 60 units will not be more than about Its Id- 
to 18 crores. The amalgamating strong units or groups will 
be at least 30 to 40 In number. It is felt that BO riaile 
group of entrepreneun will be comtair forsrard or my fafa 
peiniitted by the merger commlsaloBer to take mn ttaa 
two to three weak units. Therefore, the merger would faanly 
add Rs SO lakhs to Rs I crore to the ssaets of the strong nulto or 
groups. The proposal <d merger would not lead to any Mueea- 
tratloa of w^th, much more so, when the chesalcal, petro¬ 
chemical, fertiliser or eaglneeriBg units of today have oaeh 


KEYS UP 
INDUSnUAUSTS 
FOR RAPID 



At tht 1969 Hsilovtr Fair, moie than 5,900 
exhibitors will provide s ditpisy ol the 
newHt developments in Lighi and Heavy 
Snglnaarlno Induitilsi and Conaumar Goods. 
Evsr Increasing compailtlon and the need l» 
Hdenslim bear mors and mors on lachnical thinking 
and planning, whiit ths time-lag betwaen discovsty 
ol a raw tschniqus and its practical application 
bscomat increasingly Shorter. The results of all thsso 
can nowhere be better seen then et the Henover Feii» 
the Feir that keys up industriaHitt for rapid progress. 
ExhlUU lneM$; Mechanical end Electrical 
Engineering, Iron A Steal, Non-Ferrous Metile. 

Chemicals and Plasties, Rubber. Building Msiarisli, 
Precision Mcchinics and Toole Optics. Offica 
Equipment, China, Csramies, Glasiwara, Clocks 
and Wstchee, Jewellery, Hardware and Cutlery. 
Handicreftt, GHt Aidcise-end many many mote. 


%N 0 VER FMR 1969 


(UahtBiHl Hgrvv EngiiMBrino and Cenaumor Qeoda) 

SSSmot. Wdit OamwflY-20th April to 4th May 
IL III l^dl H ll |< I in i l ii u s inf r'i f—-- 

UMW IhtiwaUMlM h MUi 

SSMlVMIUOHEfC 

m, t J H Sl B sM ln B. Mr P. M. W e s A B oedi m t. . 

• WlkBBSMdBsfAllidMl- 



34U 


EASTERN ECONOMIST 


February 21, 1969 


owete over Be 2* to 30 crorw, which each prlvete Indoetrles 
are elready pottlai np In the oountry. Therefore, the nierger 
of sick imlte with etronc unite of textile Indaetiy could not, by 
any etretdi of Imadnetlon, be construed as Icadtoc to economic 
coneentratlon or monopoly. 

21. Taklne into consideration the imperative need of a 
quick end rational reconstruction of the blgtest industry of 
the nation, viz., the cotton textile industry, the committee is of 
the considered view that the defects of management of the 
weak mills can be remedied only by efficient man.ngement. In 
view of the paucity of available managerial talent which alone 
can cehabilltate the old sick units of the textile Induatrles, the 
most practicable and desirable course would be to permit the 
merger of the weak units with the strong units so that the ad> 
vantage of an efficient and successful skilled management of 
proven ability, which even under the present crisis are running 
their units well and satisfactorily wo^d be the quickest avail* 
able tool of managerial resources required for this enormous 
task of reconstruction, 

22. The banks, financial institutions and the government 
will also find their money well safeguarded in the hands of 
capable management wiUiout exposing the community to any 
undue tlak of resources to be invested for modernisation and 
reconstruction being wasted. It will also make for a bolder 
approach on the part of any financing institutions to extend 
their facilities to the well established units for the process of 
rehabilitation and reconstruction of the industry through the 
process of quick rehabilitation and modernisation of weak 
units. 

froblem •f Unemployment 

23. Unemployment as a result of closure is causing severe 
strains on the labour force of the country particularly when 
additional employment is all the time needed for the growing 
population! By permitting the weak mills to die out for want 
of nianey. men and quick instruments and reconstructions, the 
nation stands to lose nationiil Income, employment and pro¬ 
duction In this basic essential industry which in turn gives a 
boost to other engineering, chemical and ancillary Industries 
throuj^ Its improved working. By putting these closed units 
in operation by rehabilitation, the cost of production will also 
go down, thus enabling the community to save for further 
capital formation. Any scarcity of cloth could be avoided and 
additional massive invc.stment lor establishing of new textile 
mills to clothe the growing population would also be reduced 
as a result of the above crash and sound programme of moder¬ 
nisation through mergers. 

24. These conditions, modifications and concessions in the 
tax and other laws are necessary in order to make the merger 
practical and economic. As the situation Is today, it may 
not be economical or practical for tlie strong mill to take 
over the weak unit because the weak unit is heavily Indebted 
—both secured and unsecured debts of weak mill are of a 
large size. The machinery, equipment and buildings of the 
weak mills require large amount o( new Investment which 
remain non-profitabic for some time because of the very high 
investment cost. Also payment of largo debts to the creditors 
is Involved. 

25. When a strong unit takes over a weak unit under 
the Merger Act, the past accumulated resources and the futu.*e 
internally generated resources of the strong unit will be 
available to the merged unit to revive the weak unit In 
certain circumstances, it is possible that the strong unit may 
also depend upon institutional finance to some extent hut, 
it is anticipated that It will not be to the same extent of the 
resources ^at would be necessary, if the weak unit were to 
revive itself of Its own accord without merger. Obviously 
the stnmg unit will have certain resources and a better cash 
flow to provide cither the whole or a part of the medium 


term and long term investment required to be made in the 
weak unit for its rehabilitation and modernisation. Further 
the working capital requirements on hypothecation of.rtocks 
would be more easily available because ot the credit facilities 
which the strong unit enjoys with the .commercial banks. 

26. Therefore, in the general case-study of mergers, '.o 
make a meoningful comparison we have assumed that .U 
compared to a weak unit which will have to depend entirely 
on guarantees of the governments and will need all its finances 
from banks and financial institutions for heavy investments 
required for rehabilitation and modernisation and for working 
capital, the strong unit will have an advantage of a portion 
of the required finances being available from its own reserves 
and resources. As such the strong unit will have lesser 
expenses and burdens of payments of interest and financing 
charges as compared to the weak unit. In the case-stiu!^ 
we have taken a minimum amount of such resources that a 
strong unit may generally command from its own resources, 
reserves and cash flows of working operations. 

Development Allowance 

27. To ensure that the suggested tax incentive is fully 
and properly utilised by the merger, the committee would 
recommend that on the analogy of the condition of maintaining 
a separate “Development Rebote Reserve” at 75 per cent and 
the development rebate to be eligible for the allowance in the 
assessment, the tax adjustments contemplated in the above 
recommendations may be deemed as a “development allow- 
ance”, and to be eligible for the same, the strong unit should 
be required to maintain a separate -“development allowance 
reserve under the Merger Act” equal to 100 per rent of the 
tax adjustments mentioned above. To the “development 
allowance reserve under the Merger Act" will be credited the 
aggregate of all tax concessions accruing to the merger as 
per the recommendations made in this report. In other words, 
this will consist of the saving of tax on (a) the unabsorbed 
depreciation .due to the write-up of the assets of the weak 
unit to the extent.of the unabsorbed depreciation carried 
forward in its accounts, (b) the lasses carried forward, (c) 
the development rebate carried forward from the weak unit 
to the account of the merger, whether or nut the profits of 
the weak unit were available for allowing the development 
rebate. This “development allowance reserve under the Mer¬ 
ger Act" may be made ineligible for declaration of dividend 
and should be retained to be solely and exclusively utilised 
for revival of the weak unit. Dividends may be declared out 
of this reserve only five years after the weak unit has broken 
even. Also this will follow the analogy of the tax rebate 
at 10 per cent and 20 per cent respectively of the tax payable 
by all-India and state financial and development corporations 
if the corporations concerned create special reserves equal to 
10 per cent or 20 per cent of the total income of tte cor¬ 
porations under section 36(1) (viii) of the Income-Tax Act 
of 1961. The development allowance may be kept separate 
under the name of the "the development allowance reserves 
under the Merger of Companies (Rehabilitation and Moder¬ 
nisation) Act 1969” in the balance sheet of the merged imlt 
until five years had elapsed after the weak unit has broken 
even as already mentioned above. 

20. While on this, the committee would like to clarify 
a txiint. Under section 33 of the Income-Tax Act the deve¬ 
lopment rebate reserve equal to 75 per rent of the devdopment 
rebate is to be maintained by a company for a period of 
eight years In order to be ^^ble for the development rebate, 
it is possible that on the date of merger, the devda|»nent 
rebate reserve of the weak unit might have exhausted, say, 
six years of the total period of eight years tor which the 
development rebate reserve has to be maintained by the weak 
unit. In such circumstances, the amalgamated unit on 
receiving development rebate reserve on merger win be 
required to keep the development rebate reserve transferrad 
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to it from the weak unit for the residual period of two yeaia 
only. The Committee haa recommended Oe retention of the 
tax incentive earned by the strong unit hy the set off of 
the unabaorbed depneiation and the working lossek, to be 
kept separately under the Head “development allowance 
reserve under the Merger Act” until a period of five years 
had dapscd after the weak unit has broken even. The com¬ 
mittee would suggest that the development rebate reserve of 
the weak unit so taken a\’er by the stnmg units be also kept 
along with the “development allowance reserve" mentioned 
above and be requited to be maintained for the same period 
of which the “development allowance reserve” is required to 
be maintained. In other words, the development rebate 
reserve of the weak unit being taken over by the strong unit 
under section 33 of the Income-Tax Act be required to be 
maintained for the same period for which the “devdopment 
allowance Reserve” equivalent to the tax incentive on un- 
absorbed depreciation and working losses received by the 
strong unit is required to be maintained, notwithstanding the 
length of the period of the “development rebate reserve” was 
maintained by the weak unit in its accounts prior to thr 
merger. 

29. The Monubhal Shah Committee is of the view that 
aven if SO per cent of the weak mills are made viable units in 
course of time by the process of merger and by the extension 
of these tax concessions, it would revive the general health of 
investment in textile industry, which will even attract Invest¬ 
ment in the Industry thereby relieving government of its own 
commitments to take over weak mills and Involve public funds 
in reviving them. Once the textile industry as a whole, is re¬ 
vived by reorganisatioa of the weak mills, it will give a filUp 
to various other engineering, cfaemicol machinery manufactur¬ 
ing and ancillary industries which depend on textile industry 
and will provide business activity to the textile machinery 
manufacturing units built at heavy investment cost. The 
general investment climate as well as investment climate in 
so far as the textile industry is concerned, will also be revived 
and the premier industry of India can stand on Its own looting. 
The financial institutions which have lately been taking a dim 
view that investment in textile Industry is rather risky on 
account of their past experience with certain units will place 
greater reliance on the industry and this will help consider¬ 
ably the general health of the textile industry as a whole. 

Obvious Danger 

30. In the present depressed state of the textile Industry 
the country, the Hanubhal Shah Committee feels that it 

may not be possible to attract or esqiect the strong units of the 
industry to come forward or initiate the pngsesa of merger of 
weak units even with the concessions and reliefs recommended 
as above. But the dangers before the country in allowing the 
biggest and the most important consumer industry of the coun¬ 
try, namely, cotton textile to linger on and continue to remain 
depressed and tor a very large number of units to die out arc 
obvious. If these problems are left unattended to any 
longer, it will strike a severe blow to the entire economic 
growth of the country. It Is therefore imperative for the cen¬ 
tral government and the state governments to use their goo<1 
offices and also for the leading managements of the cotton 
textile industry to take an overall national view and put into 
effect this potent instrument of the merger to revitalise the 
whole industry. In the revival of the weak units, the country 
gets foe benefits of continuing employment and production and 
foe lifting foe depression over a vast economic area which 
in turn will give a shot-in-arm to the entire economy. It is 
therefore neceaaaiy tor foe government, industry and labour 
to co-operate togefoer In foe quick modernisation operations 
of thla vast and vital industry of foe nation. All these eonsU' 
tuent. elements and each one of foem vdU have to co-operate 
and make any neeaaaary adlustroents so that the experiment 


.ot speedy revival tO. this industry could be made a auecaas. 
Once this success is achieved foe future approach to foe moder¬ 
nisation of the entire eomomie apparatus of foe country eadiU 
be worked out fnmi experience with skill. 

31. After first notifying foe textile industry under foe 
new Act and watching the working of the above adieme end 
procedure for merger of weaker units of the textile industry 
tor a period, govenunent may make the scheme appUcaUe to 
any other notified industry if foe central government so daalre. 
in public interest, for the renovation and modernisation Hi any 
other industry in the country which may face simtiar pro¬ 
blems as are now faced by the textile industry. This type of 
merger of a weak unit of an industry with strong one; as per 
the studies carried out by the Manubhat Shah Committee, could 
be a very powerful and useful instrument tor removing obao- 
lesccnce from many vital industries of the nation aa wdl aa 
implementing the much needed national exercise of speedy 
moderoisatlon of industrial units tn foe vital sectora dl our 
economy. In its first report the Manubbai Shah Committee 
has already emphasised the need of a national policy of moder¬ 
nisation. Coupled with the new proposed law "Merger of 
Industrial Companies (Rehabilitation St Modernisation) Act of 
1969,” this policy could he Judiciously and selectively used tor 
Important Industries and removal of the,historical obsoleseence 
of Indian economy. 

Simple Cases 

32. Sample cases of three closed mills in Gujarat state 
with their summary balance sheets and the financial and tax 
impliciitions on merging each of these three units with a strong 
unit are also given in the report. The study of merger a 
weak will with a strong mill was made to aasesa the possible lose 
of revenue to the govemmimt. An attempt has also been made 
in the report to examine foe effect of a strong mill A taktog 
over clos^ weak mills B, C or D. At the outset, we would 
like to observe that the three mills selected tor taking over for 
merger are technicaliy and economically viable unito; they 
failed to perform well mainly because of management inettl- 
ciency and financial difficulties. It is therefore presumed that 
products of thc-se mills (when merged and run) will enable 
the stnmg unit to earn profits at the rate of about two-folxd 
of the profits of the strung unit. This is not a guess as it is 
based on the facts that products of all these units can obtain 
fair prices in the market. Further, on modernisation at an 
early date, the weak mills will perform still better, yMdtng 
larger profits. 

The study reveals the fact that if such mergers are per¬ 
mitted, the government may suffer a loss in corporation taxes 
in the Initial period of one or two years but taking the overall 
view of five years, even as regards corporation taxes, govern¬ 
ment would gain in later years even from this source. More- 
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over, because ot the revenues <i£ excise (which ace nil 
now as the weak mill is' closed), the 2ov<Aun«rt may set in 
five years the foUowlng additional amountli 

U A is merged with B Bs 100.54 lakhs 

If A is merged with C Rs 171.38 lakhs 

If A is merged with D Rs 225.60 lakhs 

The above study gives a fair idea about the estimated 
receipt of the central government. It can be satisfactorily 
proved that there wlU be an overall gain to the government in 
all cases. There should not be any fear on the part of the 
government that such a scheme of merger will lead to rcduc- 
tian of revenues to the central government. On the contrary, 
the central government is bound to gain larger amounts In 
revenues if closed units are started under merger, apart from 
the other gains of production, employment and general boost 
to thp national and regional economy by the restarting of the 
economic activity as a result of the working of the now closed 
miOs. 


33. Explanatory notes are also given in the report draw* 
4ng attention ot the authorities concerned to certain technical 
and legal aspects which may be considered and suitable proW- 
sions and explanations may be made in the bill for “Merger of 
Indiwtrial Companies (Rehabilitation and Modernisation) Act 
of 1669”, as may be accepted and considered necessary. 

Losses to the Government 

34. The committee also studied the losses to the central 
government and the state governments as a result of paying 
eft the provident fund amounts accumulated and held in trust 
with the central government on behalf of the workers of the 
closed mUls. In Gujarat state alone, the total amount of provi* 
dent fund, comes to Rs 497.76 lakhs as paid off amount and 
Rs 302.22 lakhs as amounts still to be paid, making a total of 
Rs 798.98 lakhs. Thus, for these 18 closed mills in Gujarat, 
a total amount of over Rs 8 crores has been frittered away 
'Which was serving as a very useful amount of investment for 
the country. If we moke a rough estimate of U» total amoimt 
of provident fund due, including paid off amounts and the 
amounts to be paid, it is estimated that over Rs 35 crores to 
40 crores will be the total amount for all the closed mills 
in the country. Such a heavy withdrawal ot Rs 35 crores 
to 40 crores from the national exchequer, which were being 
utilised fruitfully for national development and which on pay* 
inent to the workers are bound to peter out into the hands of 
the unemployed workers, is itself a serious loss to the nation, 
Even on this one account, the restarting ot closed mills, wtUch 
are capable of being worked usefully, is a national imperative. 

35. It is true that due to the increasing production of 
synthetic fibres, man<mBde fibres and blended fibres and the 
doth manufactured from all these fibres, the comparative per 
capita consumption of cotton fabrics is going down and will 
continue to decrease. However, all these flbre.s are mostly 
spun in the cotton textile mills and the cloth therefrom is most* 
ly woven in the cotton textile mills. Also the population is 
ever Increasing and the living .standards of the population arc 
hound to go up. Therefore, inevitably the total production of 
cotton textile fabrics will hove to rise. It will be therefore 
dlaastreas and suicidal to aUow to disintegrate about 60 cloeed 
textile mills, which are otherwiae woAable and could be 
moderalaed to efficient pradnoUon with comparatively amaii 
Investmait. Instead of spending huge amount ot money on the 
cataUUshment ot new textile miltai, and perpetnatlng economic 
dlstrem In those areas when theee textile milla are closed. It 
is imperative that early stepa shonld he taken to revive 
nnmerona eloeed units. It win be anpardonkble not to take 
dynamic, active and early steps whieh miidit be praetleaUe 
and bentflclnl to revive many of tiieae dosed imtts. 
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McKee-WKE engineers can bring practical experience 
from fifty countries to India’s Steel Industry 



Succossful execution by McKee-WKE engineers of 
some 4,000 contracts in fifty countries, including 
India, has created for our organization a fund of 
specialized knowledge and experience unequalled 
by any other company- 

McKee-WKE men know local laws, customs and 
conditions in the mining, steel and non-ferrous 
metals-producing and petroleum refining areas of 
the world. They know how to get a construction rig 
into remote locations—how to get men and materials 
on the job at the right time—anywhere. But above 
all, they know how to do the jo&—eificiently, rapidly 
and economically. That’s why about 80% of our 
contracts are repeat contracts from satisfied cus¬ 
tomers—a good indication of the quality of McKee 
engineering and construction services. We will be 
glad to show you how these services can work effec¬ 
tively in India for the nation’s basic industries. 
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UNITED STATES: CLEVELAND • NEW YORK • CHICAGO • SAN FRANCISCO • HIBBINQ 
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StmU MVISISN: Comprehensive engi* 
neering-contmeting services tor Hlnst 
Fiunaces, Steel-Making Shops, lioll- 
iag Mills, Coke Oveoe, Agglomer- 
atiog. Sintering and Pelletizing 
PiMitf and related offndte facilitieB. 


rETROlEUS I CHEMIGUS MVISiOR-. Com¬ 
plete Refineries and individual Proc- 
essingUniisforall modern petroleum 
and petrochemical proccosea and for 
a wide range of organic and inorgan¬ 
ic chemicals and chemical products. 
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WESTERN RNATF ENUNElmitif v 

Plants and faciliticB for 
of Non-Ferrous Metals, mining, 
preparation, handling, henefidation 
and atorage of Ores and Industrial 
Minerals, Coal and Aggr^taa. 
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Remington technology 
presents the most 
advanced typewriter ever 



Hcfe it i> : the latest Remington typewriter I It b the tcmlt of 
Remington Rand’s superior typewriter technology and niillioiia of 
dollars of advanced icsearch in the USA. And the latest Rtsmington 
is t} to to years ahead of any other manual typewriter. 

The latest Remington hu caught the look at this age->lean, clean, 
slim—plus the speed and convenience that today’s pace in biuineu 
demands. 

Retninnoo engiiueis have invested their ptecision-workmanahip to 
give this machine the kind of neatness, speed, accuiacy and 
convenient^ that will not be seen in another typewriter for yeats 
to come. 

Beautifully finished in two tones of executive-gtey. the latest 
Remington is precision-balanced to give it the lightest toads—plus, 
it has at least to other unique features to prove all that we have 
said hete. . 

Now is the time to prove h to yourself by getting in touch with 
Remington Rand. 


REAAINGTON RAISD 

OP INDIA LIMITED 
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Budget at First Glance 

EXPRESSING OUR first thoughts on the central budget for 1869-7U, we 
may say that this journal has no serious grievance against Mr Morarji 
Desai’s geneial performance and is inclined to view it with moderate 
satisfaction. The problem of resources revealed in the but^et estimates 
is much on the lines anticipated in these columns as is the Finance Minis¬ 
ter's strategy for dealing with it. The extent of his reliance on additional 
taxation has not come as a surprise nor has the broad pattern of his tax 
proposals. It should have been possible, perhaps, fbr Mr Oesai to have 
taken a bolder view of the government’s potential capacity for mobilising 
the voluntary savings of the community and his targets for market loans 
and small savings seem to err on the cautious side. Theie need be no 
finality, however, about these projections as of now and we would strongly 
urge on the Finance Minister the desirability of the government making 
a more expansive effort, partichlarly at raising market loans, in the 
course of the budget year. Any gains made hei-c could help Mr Desai to 
reduce the reliance he plans to place on deficit financing. Incidentally 
we have a feeling that there is enough cushion in the expenditure estimates, 
particularly on capital account, for the residual budgetary gap indicated 
by Mr Oesai to represent the outer limits of the deficit financing that 
may be needed in the new fiscal year. 
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It follows that no alarmist view need be taken of the role which 
is now being assigned to deficit financing. Given the present anddjj^ 
pectlve money-goods equation in the economy, a controlled increallr in 
money supply is unlikely to bring into jeopardy the stabilization of the 
price level which is now being painfully accomplished. On the contrary, 
it may be tactically necessary to sustain producers' prices tor agricultural 
commodities at a time when price incentives have gut tu^be carefully 
nursed for the encouragement of capital-intensive fanning. It seems to 
us that the Finance Minister may icasonably look forward to another year 
of disciplined price movements and to the extent that the increasing 
liquidity of the banking system could be pressed into service both for 
stepping up government borrowing and for liberalising credit facilities for 
iqjriculture, industry (including small industries) and exports, the economy 
is bound to be invigorated. 

The Finance Minister has shown chlhacteristlc political courage In 
proposing excise duties on fertilizers and power-driven piunps. It is to be 
hoped that he will have the unresei-ved and unequivocal support of his 
colleagues in the cabinet and the Congress party In resisting the predict¬ 
able opposition to his move both within the legislature, and outside. We 
wish Mr Desai had been equally bold in coping with the survival problems 
of the export industries—jute and tea—and the beleagured cotton textile 
industry. The reliefs he has extended to them merely recognize their 
difficulties, without -trying to resolve them effectively. This crltldsm 
applies too to his approach to the moic general issue of speeding up 
industrial expansion reviving saving 8nd investment. Once again Mr 
Desai has attempted only half-hearted palliatives. His main budgetary 
Umifaitinna, of course, are the parlous finances of state governments and 
the public sector.. Both are drags on any dynamic fiscal policy the central 
government may desire to contemplate. The situation is not eased by 
the compulsive growth of the Government of India's own spending on 
juffpru and general administration. So long as the nation's puWe finances 
continue to be a captive of these constraints, the public will be condemned 
*to pay more and indfe taxes for less and less development flnaneed from 
govfimmrat reveniK. 
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A Lawless Board 


CERTAIN PRONOUNCEMENTS by the Judldaiy have 
provided ground for the fear that some of the powers 
delegated by Parhament to the executive under the 
Companies Act aic coming to be habitually abused by 
the Gove rnment of India. Some time ago, the Supreme 
Court, passing judgment in the case of The Bai'ium 
Chemicals Ltd and another v. the Company Law 
Board and others, had held that a particular exercise 
of disci'etionary power by the Board under s. 237(B) 
of the Companies Act, which authorises the govei-nment 
to have the affaiis of a company investigated under 
certain circumstances, was not sustainable in law since 
the government, m the view of the Supreme Court, 
had failed to prove that reasonable circumstances had 
existed for the investigation to be ordered. Subse¬ 
quently, there has been a series of court judgments 
striking down orders of investigation passed by the 
Company Law Board under s. 237(B) of the Companies 
Act As a result, it has now become necessary for' 
public opinion to concern itself with the issue wtether 
it is at aU desirable that the executive should be allowed 
to continue to exercise some of the discretionary powers 
invested in it by the Companies Act through the Com¬ 
pany I<aw Board functioning on existing lines. 

Tliere is, for instance, the case of Rohtas Industries 
Ltd V. S. D. Agarwal and another which was decided 
by the Supreme Court in December, 1968. Section 237 
of the Companies Act authorises the passing of an order 
of investigation if, in the opinion of the Company Law 
Board, there are circumstances suggesting that the 
persons concerned ui the management of a company 
have been guilty of fraud, misfeasance or other mis¬ 
conducts towards the company and its members. In 
the case of Rohtas Industries Ltd v. S. D. Agarwal 
and others, the Supreme Court rajected the contention 
made on behalf of the government that since the exer¬ 
cise of power under this section was discretionary, the 
existence of circumstances on which was founded the 
opinion of the government that an investigation was 
necessary was not a question which could be subjected 
to a judicial review. In that case, Hegde J., with 
whom Sikri J. agreed, observed that it was dear that 
the legislature considered that an investigation into 
the affaii's of a company was a very serious matter and 
that it should not be ordered except on good grounds. 
He also pointed out that the power of ordering investi¬ 
gation had been conferred on the central government 
in the faith that it would be exercised in a reasonable 
manner and that if the court came to the condusion 
that no reasonable autitority could have passed the 
impugned order on the material before it then the 
order was liable to be struck down. In the same case, 
Bachawat J. said that the law recognised certain vwU- 
reeognised prindples within which the discretionary 
power under s. 237(B) must be exercised. There must 
be a real exercise of this discretion. The authority 
must be exercised honestly and not for corrupt or 
ulterior purposes. The authority must form, the re¬ 
quisite opinion honestly and after applying its mind 
to the relevant materials before it. It must act reason¬ 


ably and not capridously and arbitraiily. Because the 
Supreme (^urt was not satisfied that in this case the 
impugned order met the requirements laid by them, 
it allowed the appeal against the government’s order 
which, consequently, was set aside. 

A few days ago, the Calcutta High Court, consisting 
of the Chief Justice and Mr Justice B. C. Mitre, quashed 
the order- of the central government, directing an 
investigation into the affaiis of Sahu Jain Ltd under 
8.1S7(B) of the Companies Act. Their Lordships ob¬ 
served that the charges of mala fide, unreasonable and 
arbitrary conduct made by Sahu Jain Ltd against the 
central government in the matter- of the impugned 
order remained unanswei-ed and unrefuted 1^ it. They 
further pointed out that the central government failed 
to counter the challenge of the company that there was 
no material before the Company Law Board for passing 
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an investigation order. The judgment added that the 
central government had declined to disclose any mate¬ 
rial which, prima facie, at any rate, could have justified 
the formation of the opinion as required by the statute 
for the purpose of passing such an order. 

Some very forthright language was also employed 
by the Chief Justice and Mr Justice G. P. Singh of the 
Jabbalpote High Court, while setting aside the orders 
passed by the Company Law Board under 8.237 (B) of 
the Companies Act, dir ecting an investigation into the 
affairs of Messrs Jiyajeerao Cotton Mills Ltd, Gwalior. 
The court said: 

"In our judgment, the cii-cumstances disclosed by 
the Company Law Bbard for making the impugned 
order in no way suggest that the per-sons concer-ned 
in the management of the affairs of the petitioner com¬ 
pany have in connection thei-ewith been guilty af 
fraud, misfeasance or other misconduct towards the 
company or its members. No reasonable persons or 
authority, much less an erqpert body like the Conyiany 
Law Board, could have reasoruibly formed the opinion 
that those circumstances were so suggestive. The 
Board did not apply its mind to the materials before, 
it and totally failed to take into account the very re¬ 
levant material, namely, the dividend registers and 
the m P"*! returns of shareholders, and if this material 

been taken into consideration, tha the Board ooiild 
not have reasonably fonned the opinion that it did. 
Again, in making the impugned order the Board was 
iwfiiianead matters extreneouB to section 287 (b) (tt), 
fiatitoiy those rrfer r ed to wh^e dealing with fbe third 
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set of drcumstamoes. It cannot, thcrefoxe, be held that 
the opinion formed by the Boar^ in this ease is in 
aocordance with section 237 <b) (ii). The impugned 
order cannot be sustained and must be set aside.” 

■ It is significant that various ministers and 
triesof the Govenunent of India have always keen 
on having the admixtistration of the Companies Act 
entrusted to them. The Company Law Board has 
had a peripateto eidstence. It was first with the Finance 
Ministry, from where it was shifted to the Commerce 
Ministry, only to return later to the Finance Minis- 
tty before being acquired by the Ministry of In¬ 
dustrial l^elop^nt and Company Affairs, now re¬ 
designated M tlm _^i8try of bdustry. Internal Trade 
wd Coxnpury .Affain. It u ^mible that the discre¬ 
tional whi|A the (^mpanies Act vests in the 

government ^ a useful political prize appealing to 
the covetousness in politicians. The various judicial 
pronouncements of high authority to which we have 
briefly referred here make it disturbingly dear that 
the Company Law Board has been only too ready to 
exercise its discretionary powers under s. 237 of the 
CompanieB Act in a manner which has not been able 
to stand up under the scrutiny of the judidaiy. It 
is, no doubt, some consolation that judicial protection 
is available to those harassed by the waywardness 
or wantonness of the executive. But company manage¬ 
ments certainly have a right to be spared the harass¬ 
ment and expense of the litigation forced on them by 
acts of the executive which at the least are irresponsible 
and which at the worst could be politically or other¬ 
wise motivated. 

It is public knowledge that some of the action 
taken by the executive under the Companies Act has 
been taken under pressures of a political nature objec¬ 
tionable in the extreme. It is perhaps less widely re¬ 
cognised that the discretionary powers delegated to 
the executive under the Companies Act, which the 
executive has shown a habit of exercising so arbitrarily 
can be employed for self-aggrandisement by politicians 
or political parties in power. There is a growing bus- 


^eion that ministers presiding over some of the econo¬ 
mic ministries of the government have been functioning 
as strong-armed men of the ruling party in the collec¬ 
tion of funds for political purposes. In this situation, 
the public has no guarantee that such unclean arerdses 
of authority are not being resorted to for personal 
enrichment as well. As the learned judges had observed 
in the case of Bohtas Industries Ltd v. S. D. Agarwal 
and others, it is clear from the provisions contained 
in SB. 235 and 236 of the Companies Act that the 
legislature intended the investigation into the affairs 
of a company to be a serious matter not to be under¬ 
taken except on sufficient and satisfacturj' grounds. 
The way in which the power to investigate has been 
exercised has shown that the executive has failed to 
live up to the expectations of the legislature and that, 
by its conduct, it has betrayed the confidence which 
Parliament has reposed in it. 

Surely, this situation cries out for correction if the 
government is not to be brought into contempt. We 
consider it essential that, as an immediate step, the 
administration oi the investigatory provisions of the 
Companies Act should be transferred from the Minis¬ 
try of Industry, Internal Trade and Company Affairs 
to that of the Ministry of Law. The various court judg¬ 
ments have ptaced it beyond doubt that the autlMrity 
making an order under 8.237 (B) should have a juditial 
temperament. It is possible tixat the judicial tempera¬ 
ment can come only out of a judicial background. This 
is why we suggest that if the executive is to be trusted 
with the power in question, this power should at least 
be transfeiTcd to the Ministry of Law which, we pre¬ 
sume, will be less ready than the Company Law Board, 
functioning under the various economic ministries, has 
been to pass orders the legality of which has so often 
been proved to be as non-existent as their morality. For 
a more permanent arrangement, it is for Parlimnent 
to consider whether or not the functions of the Com¬ 
pany Law Board should be insulated from the play of 
politics by entrusting it to an autonomous institution, 
semi-judicial in character. 
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Time for Economic Statesmanship 


TH£ PURELY prepaiatory work on the forthcoming 
central budget was probably finished well before the 
end of January this yem-. Subsequent, exercises might 
have concerned themselves with determining the options 
available to the Finance Minister in the light of the broad 
requirements of the public exchequer and the objectives 
of economic policy which the government desires or 
hopes to leach through his fiscal and connected deci> 
sions. Quite probably, Mr Oesai had made up his mind 
on the basic budgetary proposals some weeks before 
the people went to vote in the mid-term elections in 
foui' states. The results of those elections, however, 
liave implications, both economic and political, which 
have a clear and dose bearing on the kind of central 
budget the nation needs. It is, therefore, to be 
hoped that the budgetary decisions which Mr Desai 
might have taken before the ballot box had delivered 
its verdict in West Bengal, Bihar, Uttar Pradesh and 
Punjab are such that they are consistent with the 
requirements of the post-election situalion and pros¬ 
pects. Should this, unfortunately, nut be the case, it 
is very important indeed that Mr l^sai should summon 
to his aid intellectual attitudes of flexibility, responsive¬ 
ness and realism, besides the needed political courage, 
so that even at thi.s late stage he may be able to bring 
his budgctaiy attitudes and notions in line with the 
impetatives of economic expansion dictated by the un- 
ceitain and possibly difficult political situation ahead. 

In a leading article in Eastern Economist of Feb¬ 
ruary 14, it was pointed out that one of the principal 
ways in which the next central budget could serve 
the economy would be to r'efiain from doing anything 
to discourage the revival of constructive tendencies in 
the capital market and to attempt to frame a combi¬ 
nation of fiscal and monetary policies which would 
fuither strengthen the climate for investment and assist 
the economy in availing itself of the emerging conditions 
of greater liquidity and theieby lay the foundations 
for a movement towards higher rates of voluntai 7 
savings and capital foitnation. It seems to us that the 
considerations in favour of this approach have been 
greatly strengthened by the results of the mid-term 
polls, particularly in West Bengal. 

Take, for instance, the importance of the Finance 
Minister merely refraining from doing anything which 
may have an adverse impact on equity values. As 
indications of a United Front victory became more and 
more clear in West Bengal, there was naturally some 
nervousness in the stock exchanges and a setitack to 
share values. Fortunately, this retreat did not develop 
into a rout, although the CPI(M) managed to increase 
its strength in the state legislature and thereby secure 
a dominant position in the coalition. Investors and 
operators in the stock exchanges, apparently, decided 
not to panic but be prepared to cross the bridge when 
they came to it As a result, a major deterlorition in 
share values was avoided and there has even been a 


moderate recovery. All the same, it is iindytiable that 
the United Front victory in West Bmigail has givwi a 
jolt to equity values and invrator sentiments the effects 
of which are bound to linger close below the surface 
of the economy. 

Even apart from West Bengal, the outcome of the 
mid-term elections does have certain disquieting impli¬ 
cations. In Bihar no single political party has been 
able to secure a respectable number of seats in the 
legislature, let alone an absolute majority. As a result, 
even if a coalition government is formed in that state, 
it must clearly be a ci'eature of opportunist or adven¬ 
turist arrangements of poUtical convenience, ^le 
post-election situation in Uttar Pradesh,- no doubt, wears 
a more orderly aspect, but the polity of the state has 
been so grievously damaged by factional squabbles 
amongst politicians that no immediate optimism 
regarding its political future would be permiasible. In 
Punjab, a regional party which ought to be capable of 
as.sui’ing stability of adininistration has come to power, 
but such comfort as may be derived from this thought 
has got to be tempered by apprehensions regarding the 
possibility of belligerent tendencies developing in the 
state government. Already notice has been served on 
the central government that the incoming ministry in 
Punjab would attempt to force the issue of the status 
of Chandigarh. The danger inhering in such belUeose 
attitude is that it might lead to an avoidable disturbance 
of the political equanimity of the Punjab-Haiyana 
region. More generally speaking, the results of the 
mid-tei-m polls in the four states taken together have 
certainly caused a decline in the prestige and weakened 
the political bases of the party ruling at the centre. 
This indicates a possibility that the central government 
may suffer a loss of authority and strength at a time 
when it cannot afford to invite this damage. 

Political developments elsewhere in India too have 
not been very reassuring. The fact that a local political 
party of no particular significance could hold a city 
such as Bombay to ransom must be an eye-opener to 
those who do not readily see or wish to see the vulner¬ 
ability of so much of the civilized or settled order of 
things which they tend to take for granted. It is nJt 
necessary to sound an alarmist note, but it does seem 
to be the case that the nation is now entering a critical 
cycle in its fortunes when a eoxiscious new effort will 
]»ve to be made by the people and reqwnsible political 
parties to defend, consolidate and strengthen the politi¬ 
cal, economic and social gains which the nation was 
able to make in the momentum of the earlier years of 
its Independence. 

Given this context, it is quite obvious that the 
central govemnKnt will be extremely unwise to con¬ 
template any proposals or 'measures of fiscal or other 
economic policies which may have the effect (rf adding 
to the tensiems and apprehensions of the day. Eva 
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if the political circuinstancea had been more favourable, 
the economy generally, and the capital maiket in 
particular, would not imye been, able to. absorb any 
harsh or unwise fiscal or . other impo^tions without 
suffering in its recovery or in its hopes of economic 
espansioxL Now when the political cli^te has become 
hard and brittle and is inclined to be hostile, it is all 
the more important that the forthcoming central 
budget should adhere to the strictest principles of re¬ 
sponsibility and realism and forward-looking economic 
statesmanship. Any false step at this hour could easily 
cause deep and extensive injury tu the nation's eco¬ 
nomic health. 

It would however not be trough for the forthcoming 
budget to be merely careful and drciunsp^. Vital 
though these qualitira will be, somethihg more would 
be clearly needed. Following' the United Front victory 
in West Bengal, there have been suggestions in the 
press and elsewheie that there could well be a flight 
of capital from that state. There has also been a 
report in the press that British firms, with business in¬ 
terests in India, are thinking in terms, of re-examining 
their stakes in West Bengal. Much of this kind of wilt¬ 
ing or reporting belongs no doubt to the category of 
wild speculation. We certainly do not foresee any shift 
of existing industries from West Bengal to other parts 
of the country. While it is no doubt conceivable that, 
under certain curcumstances, business interests in West 
Bengal may. be forced to conclude that they cannot 
continue in business in the state, it is surdy reaso¬ 
nable to assume that neither the United Front as a 
whole nor its leader, the Communist Paity (Marxist), 
would deliberately seek to create a situation of this 
kind now or in the foreseeable future. It may be that 
there may come a time in the development of communisi 
strategy when the deliberate creation of chaos may 
appeal to the CP-M or other Leftist forces as an 
appropriate programme for the furtherance of their 
aims. Nevertheless it is not exactly necessary for us 
to assume that this stage has been reached or is about 
to be reached. Not only for the time being but also 
for periods beyond, it may well be possible for industry 
and commerce in West Bengal to carry on business 
much “as usual”. 

All the same, it must be admitted that, while 
existing industries may not stage an exodus from West 
Bengal, there is bound to be a natural reluctance 
among entrepreneurs and investors to put money and 
enterprise into new industrial undertakings in West 
Bengal imtil' the motives and methods of the United 
Front ministry could be properly assessed. The ques¬ 
tion arises in which other parts of India new capital 
investments are likely to take place more readily. The 
present position ^eems to be that som: states seem 
to turn a more benevolent face towards the entre- 
p^eur and investor than certain other states. Gujarat, 
Orissa, Andhra Pradesh and Mysore may perhaps be 
Included in this friendly group. The state governments 
concerned have certainly shown a degree of concern 


lor attracting industries to their respective areas which 
is highly commendable. 

There is, howevei-, this fact that some of the states 
have yet to build up ah envnonment of basic facilities 
and economic overheads wluch is highly relevant to 
the siting and the sUiting of industries. These ameni¬ 
ties, it IS ti'ue, are bound to emerge where they are 
now absent or gi'dw where they are now insufficient, 
but the piocess does take tune and meanwhile it is 
impoitant that the oveiail economic climate for invest- 
iheut and enterprise sdouid be suen toat entrepreneuiS 
and investors sire more reaay to discount risks and take 
chancek It should be possible for the central budget 
to contribute 'to ibe' emeigence of this chmaie.' That 
it is necessary for it to cLo so does hot admit of doubt. 
It follows"'that 'the budget pioposms and connected 
measuies should, besides reiiaihlng from prejudicing 
the. Climate for savings and investment, also seek to 
discharge more positive lesponsibilities. The central 
aim of the budget, in fact, should be economic growth, 
not as a goal fixed for some date in the futuie, but as 
a continuous process dating from today. 

In the wake of the United Front victory in West 
Bengal, we have beard it suggested that the Congress 
party was reaping the first fruits of its failure to 
promote the industnaiisation and the larger economic 
development of the nation in the most responsible, 
realistic and efficient manner open to it. The argument 
is that, if West Bengal has chosen to go for a ride on 
the back of the communist tiger, it is only because, for 
too Icmg, it has been left without any way out of the 
jungle of chronic unemployment and aoass poverty. 
This contention is accompanied by a warning to the 
central government that if it continues to ignore the 
urgency and intensity of the economic challenge (it will 
have to be prepared to lose more and more of the 
country to the forces of the extreme Left. In the 
month of the central budget these views have a time¬ 
liness and a topicality which Mr Desai will be ill- 
advised to. ignore. He ought to realise that his 
resqxmsibilities—and the responsibilities of the govern¬ 
ment of which he is Deputy Prime Minister—with 
regard to the budget which he is going to present to 
Parliament on February 28 are no longer narrowly 
economic, if they ever were. They have acquired a 
threateningly sharp political edge and thi^ must 
therefore be read in terms of the Prime Minister's 
announced anxiety to save the future of the nation 
from the designs of the anti-democratic forces. The 
impending central budget, then, vdll have to satisfy 
the demands of political stability and social security 
in terms of a higher rate of economic growth without 
which there can be no safety for our political ^stem nor 
survival of the democratic freedoms of our people. 
This is not the time for restrictive or merely regulatory 
fiscal policies which will deny the nation's economy 
its more rewarding and its more adventurous oppor* 
tuidties for growth. The hour has struck for economic 
statesmanship. It may not strike again. 
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The Green Signal 


AliTJilR HAVING ittcuned losses in three consecutive 
ycai's, the Railways have hoisted a 'green signal for 
11)69-70 by budgeting a xnaiginal profit of Rs 1.92 crorea. 
This has cncouiaged the minister in refraining from 
inueasing tare or freight rates. The budget estimates 
for the current year had indicated a profit of Rs 100,000 
but the revised estimates show a loss <ft Rs 10.01 crores 
despite the improvement in the demand for rail trans¬ 
port consequent upon the rise In production of both 
agriculture and industry. The cumulative loss of three 
years, 1966-67 to 1968-69, has depleted the revenue 
reserve fimd whidh stood at Rs 88.20 crores in 186846 
and is likely to be reduced to Rs 1.06 crores only in 
1969-7U. Similar is the fate of the development fund 
which has been completely exhausted. 

It may be recalled that last year the Railway 
budget had increased both passenger fares and freight 
rates in an effort to laise an additional sum of Rs 
28 crores. The gross traffic receipts for 196849, accord¬ 
ing to revised estimates, show that the Railway Miaistry 
is likely to have more success than it had anticipated. 
The receipts are opected to be higher by Rs 9.6 crores 
than the budget estimates mostly because of the re¬ 
covery in business activity. Unfortunately, all these 
gains are likely to be wiped out due to an increase 
of Rs 28 crores in the ordinary working expenses 
largely caused by the rise in the wage bUl and the 
Increased cost of fuel, repairs and maintenance. 

The minister is perh^w jintified in saying that “the 
entire increase in ordinary working expenses is due 
to post-budget developments over which the railways 
have had no control”, but this atU^ude forces us to 
conclude that the small surplus in 1969-70 might be 
turned into a loss as in the current year. Untor caoc n 
factors might raise their heads, but the Railways must 
learn to live within their means through more efficient 
handling of men and materials. As matters stand 
today, there is a possibility of costs going up in the 
coml^ year. Two facts need to be noted in this 
context. In the budget estimates for 1969-70, the 
minister has juovided a siun of Rs 4.28 crores by way 
of increase in expenditure on fuel both because of the 
rise in the price of coal and for carrying the antidpated 
additional traffic but this sum is likely to prove insuffi¬ 
cient for the purpose. The colliery owners have been 
demanding Increa^ prices for coal and to this demand 
of theirs, the National Coal Development Corporation 
—a public sector undertaking—has also lent Its support. 
The Railways will, it seems, have no optkm but to 
concede the demand of the colliery owners for a revi¬ 
sion in coal prieea. Second, the cost studies tmdertaken 
by the Railway Board are expected to bring about 
rationalisation of the fare and freight atructure, and 
there is a high probability that on this score also the 
financial burdens of the Railvrays would increase. 

The Railways should enforce • moratorium on Ireah 


rearuitmaot of staff so aa to attain « reasonaUe degree 
of effidenoy in (^ration, but all that the miniiter hu 
assured is that the increase in staff would be pro¬ 
portionate to the increase in tiaffic offerinip. More 
rigorous measures should be taken to plug leakages 
such as the loss caused by the menace of ticketless 
travelling. Also, the plans for expansion in capadty 
should keep in view the large unutiUaed capadty which 
the Railways possess. Taking 1965-66 as the base year, 
a rough estimate shows that mure than 20 per cent 
cepadty of the Railways is unutilised. It means titat 
the Railways have at present capadty to carry addi¬ 
tional load equivalent to 40 million tonnes. The plan¬ 
ners have estimated that the total increase in freight 
traffic in the fourth five-year Plan period would be 
around 62 million tonnes; even if this estimate turns 
out to be correct—though some observers feel that this 
figure is on the high side—the Railways have already 
capadty to carry nearly two-thirds of this load This 
should enable the Railways to make do with a smaller 
Plan. 

The earnings from passenger traffic in the current 
year are expected to be lower than the budget figure 
of Rs 9.62 crores. The minister has offered the expla¬ 
nation that perhaps there was some diversion of short 
distance traffic from rail to road because of the inc.ea8e 
in the minimum railway fare from 15 to 20 parse. This 
is not the whole truth. The fact is that road transpori 
in many of the states is in a position to offer compe¬ 
tition to the Railways by providing fadlities both in 
regard to frequency of buses moving between different 
stations and the time involved in travelling. As sudi, 
the Railways are not likely to win back this traffic 
which has been lost to road transport. This also applies 
to the competition offered by the road earners who 
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have snatdied both short and long distance freight 
traffic from the Railways because of the inefficient 
way in which the Railways run their affairs. Even 
though the newly created marketing and sales organi¬ 
sation has started soliciting business and some reports 
have been received from businessmen that the Railways 

The Last 

THE SECOND of the three reports of the Gujarat Textile 
Reorganisation Committee (GTRC)~Manubhai Com¬ 
mittee—has been released (see Eastern Economist dated 
February 21, Pp. 337-342) and the recommendations made 
therein are, as may be expected, a necessary corollary 
to the findings in the first report published early in 
August, 1968 (see Eastern Economist dated September 
3, 1968, Pp. 490-491). It may be recalled that, on the 
ground that there could be no unanimity, the com¬ 
mittee's first report did not advocate the scrapping of 
even sick cotton mills, although all the members of 

the committee had no doubt whatsoever that “.the 

very weak units, with a heavy backlog of modernisation 
and technical proficiency and inadequate management, 
are on the verge of precipice from which no step can 
save them.” If these mills cannot be allowed to be scrap¬ 
ped, then the only way to save them is to provide them 
not only finance to carry on and modernise them, but 
help them with proper technical proficiency and ade¬ 
quate management, and this, the Manubhai Committee 
is convinced, can be ensured only by mergers of the 
weak mills with the stronger ones. According to it, 
there is no other alternative open to restore health to, 
and ensure modernisation of, this admittedly sick 
industry of the country. The GTRC is fully aware of 
the difficulties in the way, including the likely reluct¬ 
ance of many stronger units, but is not deterred by 
them. It has drawn pointed attention to the dangers 
to the country in allowing this industry, the biggest 
and the most important consumer industry of the 
country, to linger on and lemain depressed and for a 
large niunber of units to die out. “If these problems 
are left unattended to for any longer", it warns, “it 
will strike a severe blow to the entire economic growth 
of the country.” 

There can be no doubt in anybody’s mind about 
the present poor state of health of the cotton mill 
industry in our country. The worst year for the indus¬ 
try, however, was last year, when the situation deterio¬ 
rate very much and also very fast. At the end of 
1968, the Manubhai Committee has estimated, the total 
number of closed mills was about 90, including some 
26 mills lying closed for many years and have been 
scrapped or are being scrapped. In terms of spindles, 
looms, production and employment, the respective 
figures (for the 84 mills actually covered by the report) 
ate 2JS nriilton qtindlea, 30,000 looms, one million metres 
of cloth and 65,000 workers rendered idle. As the 
GTRC has described, this is the worst impasse that 
the industry has experienced during its existence of 
over 120 years. Indeed, according to the Manubhai 


are now showing more business sense, the fact remains 
that road carriers have proved for some manufacturers, 
particularly of consumer goods, more dependable and 
efficient than the Railways. The community, it ap¬ 
pears, is likeiy to benefit most if competition between 
the two modes of tiansport is encouraged to grow. 

Chance 

Committee, a stage has been reached where it is not 
the textile industry alone but the entire economy of 
the country that is being imperilled, and to stop the 
rot, immediate remedial measures are necessary. In 
other words, whatever the Government of India has 
done so far to help the industry,—the enactment of 
the Cotton Textile Companies (Management of Under¬ 
takings and Liquidation or Reconstruction) Act, 1968 
and the setting up of the National Textile Corporation, 
besides some state textile corporations as well—^has 
failed to yield results. 

In the opinion of the Manubhai Committee, “it 
is not possible for these corporations at national 
and state levels to be able to muster the necessary and 
adequate funds for the huge task of restarting and 
reviving such large numbers of closed units and to 
resuscitate other similarly situated mills.” Notwith¬ 
standing the existence of the Cotton Textile Companies 
(Management of Undertakings and Liquidation or 
Reconstruction) Act of 1968, managements of standing 
with successful operations of textile units to their 
credit and necessary management ability have not been 
coming forward, and this, the committee notes, is 
because of the present unfavourable provisions and 
certain technicalities of laws. Hence, feels the Manu¬ 
bhai Committee, these efforts need to be supplemented 
by other means. “In the considered opinion of the 
committee,” we are told, “the revival of weak \mits 
and their modernisation and rehabilitation, if possible 
and worthwhile, could be tackled in the following four 
ways”: 

1) Some of the weak closed units can be allowed to 
go into liquidation through the pi-ocess of court 
pi-oceedings and the assets of such units can be sold 
out in auction. 

2) A vreak unit may merge with a strong unit having 
efficient management, as also resources, expertise 
and marketing organisation. 

3) Leading efficiently managed textile units could be 
enabled to assist the goveinment on the recons¬ 
truction and modernisation of the huge complex 
of textile industry by such managements taking 
over some of the old and uneconomic units which 
are otherwise capable of economic working, through 
improved management, better financing and more 
easily available credit facilities. 

4) Whichever units of weak mills u-e not possible to 
be run benuse of the obsolete machinery or ex¬ 
tremely heavy liabilities and cannot, therefore. 
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respond to either liquidation or noerger on the lines 

indicated above will have to be strapped. 

Although four ways are indicated thus, the GTBC 
has ere now ruled out scrapping and it is also not in 
favour of liquidation because of the lung delay and 
luss(‘s t(j many that liquidation entails, so that what 
remains, in effect, is only mc.gers, voluntary or per¬ 
suaded. Its conviction that there is no other effective 
alternative left to save the industry is evident from 
its fervent appeal, both to the central government and 
to the Guja.at government, to consider the merger 
recommendations very careftdly and expeditiously and, 
what is more, to take a decision thereon promptly. 

■The Manubhai Committee has neatly outlined the 
steps necessary to give concrete shape to its lecopi- 
mertdatiuns. First, it wants the Government of India 
to enact a new legislation—^“Merger of Industrial 
Companies (Rehabilitation and Modernisation) Act of 
1969"—to facilitate mei'gers of weak units of any 
industry (not just cotton mill industry, be it noted) 
with its stronger counterparts. (The Act is to provide 
for the government notifying any industry to which 
it may want the pi-ovisions of this Act to apply. Then 
it wants a "merger commissioner", who will also be 
simultaneously designated as Additional Controlle.- of 
Capital Issues under the Capital Issues Control Act, 
1967, to be appointed by the central government. The 
report also discusses at great length how mergers could 
be effected and what form they could take, the legal 
complications involved, the relief to be afforded to the 
stronger units consequent to merger in respect of 
depreciation, development rebate, carry forward of 
losses, capital gains, etc., and the i-elevant amendments 
to the concerned laws. Amendments would ba neces¬ 
sary, for example, to sections 34 and 47 of the Indian 
Income-Tax Act, 1961, and the Capital Issues Control 
Act 1987. to authorise the merger commissioner to 
undertake the functions proposed to be assigned to him 
under the committee's recommendations. The GTRC 
has als<* taken care to suggest that there should be 
suitable provisions in the new enactment to the effect 
that “the tax authorities will refuse to take into account 
any benefits due to the write-up of the unabsorbed 
depreciation or the development rebate or the carry 
forward of working loss(!S in their assessment of the 
strung unit if any time they find that the weak unit 
is not being modernised or run in an adequate manner 
by the merger us per the objectives of the merger pro¬ 
posal in public interest." This is obviously a precaution 
against abuse by any strong unit trying to utilise 
the proposed pit)cedure of mergers in order merely to 
take the benefit of the tax concessions and reliefs. 

It is necessary to note here that the GTRC does 
not recommend the concessions it has suggested to all 
metgers in general. Its recommendation, it has been 
made quite clear, “is only aimed at improving the state 
of health of such industries in which the national 
investment has been of a very high order and where. 


due to several circumstances, a sizatde number of units. 
face economic difficulties and are facing the threat of 
closures and require immediate rehabilitation and 
modernisation in order to continue employment, pro¬ 
duction and growth potential." Needless to say, the 
description is tailor-made to fit the textile industry. 

The Manubhai Committee has gone about its work 
in a thorough and systematic way. It has examined 
not only the legal but also the social and fiscal impli¬ 
cations. For instance, it has lucidly explained how the 
merger of weak units with strong units of tactile 
industry cannot be constiued as leading to economic 
concentration or monopoly. And, so as not to inhibit 
mergers out of any apprehension on this scope, it has 
even gone to the extent of suggesting to the authorities 
that the merger or takeover of weak units by strong, 
units of the industry should be notified under the 
“Merger Act” as specifically exempted from the pro¬ 
visions of the proposed Monopolies Law still on the 
legislative anvil Again, the Manubhai Committee has 
made elaborate case studies to convince the authorities 
that, over a five-year period from the time a merger 
takes place, they would get more revenue out of 
income-tax and excise duty than they might lose by 
way of tax reliefs, development rebates, etc. More, the 
committee has spelt out the precise form the reliefs 
should take, as witness th:> development allowance 
reserve it has suggested under the proposed “Merger 
Act”. In short, all that the government need do— 
of course, if it is convinced of the reasoning of the 
Manubhai Committee—is to frame legislation on the 
lines indicated in the second report and implement it 
without delay. 

The GTRC takes a hopeful view of the future of 
the cotton mill industry in the country, provided prompt 
action is taken not to allow the closed mills to dis- 
integerate but to revive and revivify them. This is 
preferable, it says, to spending huge amounts of money 
on the establisliment of new textile mills. Indeed, “it 
will be unpardonable”, according to the Manubhai Com¬ 
mittee, "not to take dynamic, active and early steps 
which might be practic^ and beneficial to revive many 
of these closed units." Here is perhaps the last chance 
for the powers-that-be to come to the aid of this ailing 
industry. , 

GROW MORE 

SAVE MORE 

WORK MORE 
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To davalop to hla full atatura. Earn a livelihood. To auppoit hit family and contribute to the 
increatinfl oroducdvltv of tha neiinn 

UC helpaio provide and create joba by aupporting induatry and agro>induatiy.Total inveetmanta 
toae toR8.1,207crore8by March 1968, mrting UC the alngle biggeat investor in India. Of thisk 
Ra. 203 ctoret have been inveated in a wide range of inditttries In the public and private sactora. 
Every growing induatry needs other industries to feed It Thus an intermeshed Job structure 
tvolvea and grows, creating more jobs for people aH over indie. 
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As Government Sees It 

THE EDITOR 


‘ms PUBLICATION of the E^nomlc Survey by the Economic 
Affairs Department of the Ministry of Finance of the Govem- 
ment of India a few days ahead of the presentation of the 
oentral budget is a recent practice. Ite primary purpose is 
te Bgfaten the chores of the Finance Minister on budget day 
hp helptaig him to shorten Part-A of the budget speech by 
esnflning It to the salient points of the economic situation and 
the outlook for government finances having an immediate bear- 
inc on the budget proposals and decisions. Thus, a more or 
less detailed reporting of the experiences of the national 
economy during the current financial .year and its expectations 
for the budget year which used to form Part-A of the budget 
speech, is now narrated separately and amplified into the 
Economic Survey. 

It would not be lair, however, to characterise the Economic 
Survey as serving no tHher useful purpose. Its availability 
to the public some time ahead of the budget certainly assists 
in the formation of informed opinion on the problems of 
economic growth which the Finance Minister has to deal with 
in the budget. It helps to explain the nature of demands made 
on him and the means he may have at his disposal tor 
satisfying those demands. It is thus part of the process of 
educating citizens to develop an intelligent interest in the 
economic affairs of the nation and the government's manage¬ 
ment of them. Drafted from the vantage point of the Finance 
Ministry which has a unique advantage in its access to the 
relevant data, the Economic Survey makes an effective addition 
to the literature on the nation’s economic situation and 
prospects which tends to become available in some profusion 
at this time of the year. 

Competent Survey 

The Economic Survey for 1968-69. which Mr Morarli Desai 
presented to Parliament today (February 21) fulfils the purpose 
of this series with a competence which is reasonable but is 
not by any means remarkable. We had been treated to a 
more stimulating discussion at least on one previous occasion. 
It seems to me that our people have a right to expert really 
high standards of analysis and presentation in a document of 
this kind. Otherwise the Economic Survey is in danger of 
surrendering its opportunities for raising the standard.s of 
public discussion of the state of the national economy and the 
government's role in it. ■ 

The discussion in the Economic Survey revolves round 
the central theme that, while the current financial .vear has 
been a year of strengthening confidence In the reviving eco¬ 
nomy of the nation, the year 1869-70 may be looked forward 
to as a year of opportunities open to the government ond the 
people for initiating a run of long-term growth. With this 
assessment there is no need to quarrel. The Economic Survey 
rightly recounts with due emphasis the emerging points of 
strength in the economy. The new agricultural strategy is 
beginning to pay off. The production of foodgralns has 
bounced out of the trough of two years of depressed harvests. 
Within the essential framework of favourable weather and 
rainfall conditions, human effort, geared to higher levels of 
farming technology, has been successful in spelling out a 
course for the nation’s agriculture which should lead the people 
towards the goal of sell-reUance in food and other agricultural 
production. 

Compared to the low production of 1966-67, the output 
of foodgralns In 1967-68 showed a remarkable improvement 
of 88.8 per cent. In rriatlon to this advance, the further 
growth of food production in 1988-69 has necessarily been 
far less striking. There have been, moreover, some deficits 
Id the harvests of the kharif season. Fortunately, the outlook 
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for rabl crops is quite bright. The sum of it all is that the 
gains recorded on the food front during 1967-68 are being 
consolidated in 1968-69, thereby laying down a stable base 
for the sustained progress of the new agricultural strategy 
in the next year and beyond. The benefits of this development 
have been promptly reflected In the improvement in the 
availabiUty, the disappearance nf local shortages and the 
declining prices of foodgralns. This has meant for the nation 
an important gain in economic stability—a development whicih 
has been reinforced by a recovery in industrial producthm. 
Thanks partly to the increased availability of major agricul¬ 
tural raw materials, such as fibres and oilseeds and partly 
to various measures taken by the government to assi.sl pro¬ 
duction, particularly for export, industrial output secimi likely 
to attain a 0 *owlh of tietween five and six per cent over the 
calendar year 1968. Since, however, the growth rate had 
declined from over .seven per cent in 1965 to a mere one 
per cent in 1966 and had fallen further In 1967. the ground 
retrieved In 1968 con.stltutes only a partial recovery. There 
are miles to go for the industrial economy before the tempo 
of growth experienced in the period 1061 to 1964, when the- 
output of industries showed a steady growth of over eight 
per cent per year, is recaptured. Thanks to the Increased flow 
Into the economy of the products of agriculture or industry, 
a better botance has been reached between the physical 
availabiUty of goods ami service.s and the volume of money 
supply. As a re.sult, inflationary pn-ssures have been kept 
well under control and the economy has, in fact, been able 
to absorb the impact of a rediiclinn in food subsidies, a certain 
measure of deficit financing and o modest growth of money 
.supply without any adverse repercussions on the price level. 

Itiqprovcii Balance of Payments 

The fact that Imports have declined partly due to a variety 
of factors, such as higher agricuUural production within the 
country, the time taken for the recovery of Industry from the 
recession and the progrc.ss of import subslltuthjn, has also- 
helped to counter the inflationary potential. With exports 
starting to grow while imports have declined, the balance of 
payments has Improved. The foreign exchange reserves showed 
a net increase of $48 million in 1967-88 ond they con¬ 
tinued to Increase over the next seven months of 1988-69. It 
should also be noted that a part ol the Improvement In the 
balance of payments has been due to the inci eased utilisation 
of foreign aid. In view of the difficulties anticipated with 
regard to the continuance of foreign aid, the progress in exports 
is all the more welcome us an extremely useful support to the 
balance of payments. 

The Economic Survey takes a balanced view regarding 
the outlook for 1969-70. As has already been pointed out, the 
economy is In a more stable and stronger position now than 
it was at any time since 1964 to proceed with the planning 
of Its developnmet. Hence the government’s decision to get 
on with the fourth Plan after a break of three years. The 
nation may contemplate higher levels of investment without 
excessive fear of pressures on the price level. The green 
revolution U still in its early stages and the scope for it Is 
vast. There is much unutilized capacity in existing industries 
over a wide range, while the growth of machine-building and 
industrial machinery industries within the country has made 
It less difficult for new industrial capacities to be established. 
AU this means that the austenance of a healthy equilibrium 
between the phyrical availability of goods and services in 
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the economy and the growth of money Buivly has now become 
a less exacting exercise tor the government and the community^ 

ft does not follow, however, that the tasks of rapid 
economic development have already become simpler. This 
is where the £conomic Survey strikes an appropriate note of 
caution. 1 particularly appreciate the objectivity shown by 
this otiicial document in this matter. Take, for Instance, the 
subject of e.vports. The Economic Survey has wisely resisted 
the temptation to oversell the achievements of the government's 
export promotion policies. It is undoubtedly true that the 
government deserves considerable credit for what it has been 
able to do here. At the same time it is by no means less 
true that much remains to be done before progress in exports 
becomes self-sustaining. Although export gains have been 
registered over a wide range of industrial products, most of 
these gains have become possible because of the temporary 
slumn In domestic demand. Again, the closure of the Suez 
Csnal has been an adventitious aid to our export trades. It 
follows that much hard and imaginative effort through a 
partnership of government, industry and commerce is needed 
before the nation's export effort becomes wholly solvent and 
viable. In this connection, the Economic Survey also brings 
out the weak spots in the government's and the nation's export 
effort. The Jute Industry, which has been one of tte main earners 
of foreign exchange, has been seeing more downs than ups 
since devaluation. There is the grave risk that it may finally 
find itself down and out. There are also other major indus¬ 
tries, such as cotton textiles and tea. which need careful 
nursing in the period ahead. It is a good sign that official 
attitudes, as revealed in the Survey, show an awareness of 
these problems and the government's responsibility for finding 
solutions for them. 


It may be tempting to draw inferences about the forth¬ 
coming central budget from the observations made jn the 
Economic Survey. To surrender to it would be irresponsUde. 
The Survey is not intended to aid and abet the public in 
anticipating the nature of the budget proposals. Speculatloo 
on the budget on the basis of the Economic Survey wiU| 
therefore, be unwise. What Is, however, permissible is to- 
indicate what the economy obviously needs in terms of fiscal 
and other economic policies for its further growth. It Is in 
making this Judgment that the discussion in the Economic 
Survey and other literature of this kind available to us at 
this time may be of legitimate assistance. Viewed thus, there 
is one observation in the Economic Survey which is of some 
significance. It points out that it will be necessary to correct 
the decline in the ratio of total domestic savings to national 
income from about 10 per cent in 1965-06 to around eight 
per cent In 1967-68. Few would Question this prescription. 
What may be argued about, however, are the respective con¬ 
tributions which government savings and the voluntary savings 
of the community may be expected to make to the total 
Predictably, the Economic Survey advocates “an increase In 
public savings.” This, it considers "a necessary part of this 
process.” It Is to be hoped that, in attempting an Increase 
in public savings, the central government as well as the state 
governments will keep in mind the importance of not arresting 
the generation of voluntary personal savings. There Is no 
wisdom in losing on the roundabouts what is gained on the 
swings. If the aim is, as it should be, to maximise the aggre¬ 
gate volume of savings in the community, what is indicated 
is a strategy of economic statesmanship which would achieve 
the most productive combination of both categories of savings. 

It is right to expect that the forthcoming central budget will 
ke^ this end In view. 


After the Elections 


DR. A. APPADORAI 


THE ELECTIONS on the whole passed off peacefully, more 
especially in West Bengal and Punjab; in Uttar Pradesh 
and Bihar too the general tenor was peaceful. It is true that, 
as the President pointed out in his address to the Joint .session 
of the two Houses of Parliament on February 17, disquieting 
repiirts have been received from certain areas that sections of 
cltizmts were subjected to pressures amounting to Intimidation 
which prevented them from exercising their franchise. Stray 
incidents such ns one candidate being shot at prior to the holding 
of elections, or ballot boxes being snatched away are also few 
and far between and need not cause us too much concern, for 
in a large country and with some 100 million voters entitled 
to vote, a few such minor Incidents must not cause tragic 
surprise. However, the occurrence of even a few such in¬ 
cidents is a warning to the Election Commission and the state 
governments to exercise greater vigilance in ''problem” areas 
and to take adequate precautions to prevent them. 

An analysis of the election results should begin with a 
comparative study of the seats obtained by the several parties In 


the 1967 general election and in the mid-term elections. The 
table below gives the picture at a glance. 

The figures show that: 

i) The Congress had lost heavily in West Bengal {55- 
agalnst 127), Punj.ib (38 against 47), and Bihar (188 against 
128), while it has gained in Uttar Pradesh. 

11) The Jana Sangh has suffered major reverses. At the 
end of the general election in 1967, throughout northern India 
it was hailed as the ‘‘ccmilng'' party, as it had registered sweep¬ 
ing gains in several states. In the present elections, barring 
Bihar where it increased its strength by a bare ei^t. It lost 
heavily. In Uttar Pradesh, it won 48 seats against 98 in 1967; 
It reduced its strength from nine to eight In Punjab, and 
lost its solitary seat in West Bengal. 

iii) The Swatantra party is now a negligible force in all 


PARTY POSITIONS IN VIDHAN 8ABHAS 


State Seals Congress Jana Sangh Swatantra PSP 


Other 

Leftiat 

UJ. Other 

BKD SSP CPI CP(M) parties parties Independent 


Bihar 

Punjab 

U.P. 

W. Bengal 


Total Dec. 

’67 

’69 

'67 

'69 

’67 

'69 

'87 

318 

315 

'128 

118 

26 
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, 3 

3 
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104 
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47 

38 

9 

8 
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1 
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12 
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Uie four itatei under survey; It bus no seat In West Benfal 
end need not detain our attention, 

iv) The PSP and the SSP too have lost considerably in 
the elections (only in West Benaal the SSP increased its 
strength from seven to nine); clearly, the passing away of 
Dr Ram Manohar Lohia has contributed to the decline of the 
SSP. 

v) The Communist Party of India and CP(M) have sub* 
stantlally improved their position in West Beng^ (110 against 
SO) though this improvement coincides with their decline in 
other states. 

vl) The number of Independent candidates who have been 
successful shows a commendable decline. In the four states 
only 43 have been returned against an earlier 111. 

Among other notable leatures are the rise of the Akull 
Dal in Punjab as a political force—it secured 43 seats out of 
104; the fair popularity of the BKD in Uttar Pradesh led 
by Mr (3uran Singh who once led the now discredited SVD 
and the lenHuiiiio victory of the United Front in West Bengal 
with 210 seats out of a total of 28u seats. 

In what follows an attempt is made to analyse the short¬ 
term effects of the realignment of parties in the lour states; 
♦wa elections pose a number of long-term problems lor the 
Indian political system and they will be studied In another 
article. 

The most specUcular feature of the election resulta is the 
landslide victory of the United Front In West Bengal. Many 
political observers had foreseen that the United Front would 
win notwithstanding the complacent assertions of hopeful 
Congress leaders; but the remarkably large margin of victory 
was least expected, even by the members of the United Front. 
Let it be added here for the sake of clear understanding that 
the United Front of leftist parties Includes 12 constituent units; 
the CPI (30), CP(M) (80), Bangla Congress (33). Forward 
Bloc (21), RSP (12), Socialist UniW Centre (7), Oorkha League 
(4), RCPI (2), Workers’ Party (2), Forward Bloc Marxlsta (1) 
and UP supported Independents(9). 

Significance of the Vktoiy 

What la the significance of thia landslide vletoiyf In the 
author’s Judgment, it has a six-fold signiUcanee. First, the 
victory was a clear indication foat the electorate had recorded 
ita resentment against the hasty action of the Governor, Mr 
Dbarma Vlra. in dismissing the UF government and installing 
a minority government Clearly, the electorate would have 
liked more time to be given to the UF government to prove its 
mettle. Second, it Is clear that polltically-conscioua opinion 
connected the Governor’s action in diamlaalng the UF govern- 
mmt with(a) central interference in state affaica and (b) a party 
government at the centre interfering with the government led 
by .other parties In a state. This poses problems of harmonious 
rriatians betweoi the centre and the statee and needs all the 
goodwill that can be commanded by both sides. The tact that 
already a demand has been ma^ for the removal of Mr 
Dharma Vlra from the governorship shows bow the wind btows. 

llilrd, the electorate has clearly diaapproved of defec¬ 
tions. The very fact that Dr P.C. Ghosh had been defeated 
shows that the Congress-backed minority government did not 
have the approval of the people. 

Fourth, the UF ehould be able to provide a stable govern¬ 
ment to Wat Bengal for five years; Its inasstw victory shows 
that tha CMistituonts of the UF have an agxeod progranuna. 

Fifth, the formathm of the UF and tte victory euggats 
that at least in some statn a coaliUon of partfos is Inovltable 


at the government levri, if the essential political torca gsreva- 
lont in our heterogeneous country are to find political exprts- 
slon. 

Lastly, there is the economic upect Memorlea of United 
Front rule in 1967 for less than a ywr with Its mwounigemait 
of labour strika and gberaos and tbe fears of tile “flight of 
industry” fr«n Bengal have naturally given riw to uneasiness 
among Induitrielists: this uneasiness is understandable. But 
there ore factors In the situation which, it is hoped, may tum 
the fears to be groundless. First, everyone learns from ex¬ 
perience and tbe United Front, pledged to safeguard the in¬ 
terests of the common man, is likely to review the methods 
adopted by the earlier United Front and adopt more reasonable 
pollcia. The United Front knows that the '‘flight of industry” 
will mean unemployment and consequent suffering to the 
workers; besides, the "flight of industry”, if it begins on any 
considerable scale, wilt have permanent consequences on the 
industrial position of Bengal which has some 25 per cent of 
the total industrial production of India. In adopting more rea¬ 
sonable policies, the UF will be encouraged also by tie own 
strength and the knowledge of Its stable position. 

Wholesome Effect 

The position in Punjab has now stabilised with tbe forma¬ 
tion of the United Front government of the Akall Dal and the 
Jana Sangh. They have a working majority. Mr Gurnam 
Singh has done well to give two seats to the Jana Sangh In 
the cabinet, though the number of their elected members in the 
assembly is only eight. As for as one could see now, the coali¬ 
tion should provide communal unity, so essential in a border 
state such as Punjab. The weti-publicised declaration of the 
Akali Dal leaders that not Punjab but India Is the homeland 
of the Sikhs augurs well for the future. The decision reported 
to be taken by tbe Akall Dal and Jana Sangh leadership in 
Punjab that no defector would be rewarded with a ministerial 
office or with other aUuicments is also wholesome. 

The results of the elections in Uttar Pradesh too suggest 
that atabUity may be achieved in that state. The association of a 
sufficient number of independent members with the Congress is, 
however, quite on the cards and, therefore, it seems reasonable 
to hope that a stable government will be formed in that state. 

Thus In the three states of West Bengal, Punjab and Uttar 
Pradesh the Immediate result of the mid-term elections is the 
formation of stable governments in them; the cost of the mid¬ 
term elections will, in retrospect, be justified In these stales 

It is in Bihar that the elections have not given a clear 
verdict. Only two partie.<i have been returned in considerable 
numbers to justify their taking Independent leadership in the 
formation of a ministry. There are, however, some foatura 
in tbe postures adopted by the partim that moke the poeltlon 
difficult. The PSP is averse to sharing power with tbe Con¬ 
gress, the Jana Sangh or the CPL though the Congtas Itself 
U not so anti-PSP; the Jana Sangh "cannot tolerate the CPI 
which is trying to step into the shoM of the erstwhile Muslim 
League of India”; the Jana Sangh might not agree with the 
declared SSP policy that the Congren ehould be kept out of 
any coalition government while the SSP might attempt to 
save the state from continued Presldoit’a ruie. In this situa¬ 
tion of Irreconcilable attitudes the possibility of a quick for¬ 
mation of a stable government seams remote. The partira 
concerned seem to forget a fundamental of democratic 
that elections are only a means to find out the people’s will; 
an equally important consideration is, as they say in Britain, 
“His Majesty’s Government must be carried on". 


In our Issue dated February 14, im, the special 
artiria entitled "The Mid-Tbnn Etactiems" was by Dr 
A. Appadorai and not by our oonaqiondenl The error 
is regretted—The Bditor. 
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Rights and Responsibilitias of Labour 

s. P. CHOPRA 


THE KESOLUTIONS passed at the Coniereoce of Asian Labour 
Ministers held recently in the Capital indicated that then wu 
increased scope for exchange of expertise and facilities among 
countries in this region; the conference, therefore, called upon 
the Asian countries “to make optimum utilisation of the 
existing resources” available wlUiin the region. Emp h a si s was 
put on the need for placing “restrictions on the right of 
employees to strike” in the case of essential industries and 
services. The International liSbour Organisation (I1X>) which 
will complete Its fimt 50 years in the current year, was urged 
to review some of the exisUng convenUuns which were not 
consistent with the “needs and realities" of the Aslan cmmtries. 
The governments in these countries, it was pointed out, had 
to reconcile “the demands and interests of employers’ and 
workers’ organisations with those of the large mass of um 
organised workers” and hence it was not possible for them 
to observe the standards fixed by the ILO in each and every 
case. 

Mr Jalsukhlal Hathl, Labour Minister in the Oovemment 
of India, set the tone of the conference by denouncing the 
“protective approach” adopted hitherto by Asian labour 
ministers which reduced them to the position of "protectors 
of the interests of labour.” He advocated a positive policy 
of "promotion of production, employment and higher produc¬ 
tivity by means of better utilisation of manpower.” Referring 
to the right of labour to strike, which had the sanction of 
the international standards set by the ILO, be asked: “Can 
there be a state guarantee for such a right which operates 
against the health and stability of the state itsell?” He quoted 
both Mahatma Gandhi and Jawaharlal Nehru to the effect 
that strikes and lockouts were not in' tune with the present-day 
world and that the crux of the problem lay in finding proper 
machinery for resolving disputes so as to avoid any holdmp 
in production. It is in this context that one of the resolutioiu 
advocated restrictions on the right of employees to strike. 
It stated that, "in the case of essential industriM and services, 
where it becomes absolutely necessary, in the interests of the 
coDununity, to place restrictions on tlie right of employees to 
strike, machinery should be established for the prompt exami¬ 
nation of the legitimate demands of the workers and for 
their Just and fair settlement.” This was, indeed, a bold but 
Just approach, keeping in view the recent history of strikes 
in this country, particularly the September 1068 strike of the 
employees of the Government of India. The conference thus 
ahowiid commendable courage in putting forward Its views co 
this vital question. 

Educating the Wurktr 

What is more significant is that the conference put the 
rights of labour on par with its responsibilitiee. “The govem- 
menta”, said one of the resolutions, “should encourage and, 
if necessary, undertake in co-operation with workers' organi¬ 
sations, educational programmes to educate workers about 
rights, duties and responsibilities.” Equal regard for rights 
and responaibilitics constitutes the right approach in employer- 
empioyce relations, though labour unions in these countries 
have Invariably laid stress on the rights of workers in total 
disregard of their duties. The same resolution sought the 
settlement of industrial disputes through bipartite or tripartite 
bodies, recommending at the same time that the parties should 
be encouraged ”to proWde in the agreemoits themselves, 
voluntary procedures lor the settlement of differences in the 
interpretation or implementation of the agreements.” In our 
country, tripartite wage boar^ have tried to sort out wage 
problems with the inclusion at a third party repreaentlng public 
interests. The tripartite bodies have an edge over bipartite 
bodiea aa they take into account the interests of the public 
as wdl. 


The labour ministers are not the custodians of the rights 
and inivUeges of organised labour only. They have a duty 
to unorganised labour aa well and it was in this context that 
the conference recommended the broadening of the trade union 
movements in Aaian countries so that these classes of worken, 
including those in the agricultural sector, might receive the 
benefits of trade unionism. In our country, the manpower 
employed in agriculture ia three times that engaged in Industry 
and services. The distribution of manpower in most of the 
Aslan countries is such that agriculture has a murii bigger 
■hare than industry and services taken together and invariably, 
no labour unions exist among the agricultural worirers. 

The monetary increases in the wages of organised industrial 
workers have an unhealthy impact on the wages of woricets 
not covered by unioni throu^ rises in prices all round and 
consequent reductions in the purchasing power of their wages. 
New demands tor Increase in wages and a spate of additianal 
Industrial disputes ensue. Moreover, increases in wages 
unconnected with productivity have serious consequences on 
other sectors of an economy and it ia here that the conference 
made a useful cemtribution. It suggested the initiation of 
programmes to increase productivity of labour. In our country 
one of the objectives of the wage policy has been to encourage 
wage structures which are conducive to increase in productivity. 
The terms of refermicc of various wage boards appointed for 
different industries require the examination of possibility of 
extending the system of payment by results. 

Technical C<H>peration 

No two countries in Asia are identically placed in regard 
to the state of development of their economies or the evolution 
of the trade uniem movements. At the same time the technical 
assistance received by countries in this region both from 
bilateral and multilateral sources falls far short of their needs. 
The consensus at the conference therefore was that the coun¬ 
tries in this area could learn much from one another through 
technical co-operation, One of the resolutions, therefore, 
suggested that Asian countries should put the available 
facilities in manpower planning, labour welfare and adminis¬ 
tration, labour research, social security, improvement in 
productivity, workers’ education, vocational training, develop¬ 
ment of small-scale industries and otiier related fields tor 
the benefit of all the coimtries of the region. In other words, 
the accent was on the promotion of regional co-operation and 
the ILO was requested to render assistance for the attainment 
of goals set at thia conference. 

It may be recalled that the conference of Asian labour 
ministers held in the Philippines In December 1866 had 
supported the concept of an Asian Manpower Plan. Work on 
this plan is currently in progress In the ILO headquarters 
at Geneva and its regional office for Asia. The conference 
reiterated its faith in tbs plan and approved tbe designation 
of national focal points in order to facilitate rapid communi¬ 
cation and close coHaboration between the regional teams. 

Keeping in view the conditions which prevail in some 
of the developing countries to Asia, the confermce eallad for 
flexibility in the ILO*t approach to various proUems. Ur 
Hath! made a specific reference to the standards-setUng acti¬ 
vities of this world orguilsation which were difficult for all 
Asian countries to adopt at they appeared unreal to the context 
of the Aslan realities. He expressed the hiqw that the recent 
policy of decentraliaation id ILO actlviUea would facilitate 
changes to its poUey which would ceter to the needs at dUfsreBt 
regions of the world. But this would be poesibie imly if the 
countries in this arsa took increased interest to the eetivite 
at the ILO. 
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Senseless Ritual 

Our Parliamentary Cttrrctpondcnt 


NEW DELHI, Tuesday: 

ALTHOUGH THE union government had to face a no^nfid- 
ence motion on the very second day of the current budget 
aesaion of Parliament which opened on Monday, it was evident 
that at least some of the opposition groups were becoming 
tired of this ritual at the beginning of every session. The 
communist^P sponsored censure move this time failed to 
attract the support of the Swatantra, the Jana Sangh, the 
rep and the DMK members at the admission stage; these 
groups thought, and rightly so. that the debate on the 
President’s inaugural address to the joint session of the two 
Houses and the ministry>wisc demands lor grants offered 
enough opportunity for taking the government to task for its 
misdoings. In fact, the censure move could be admitted only 
after the two Muslim League members and two independents 
belatedly supported it to raise the affirmative vote to the 
barest minimum (50 votes). The disenchantment with the 
move among the opposition ranks was also clear when Mr 
S. N. Dwivedy (PSP) urged, to the di.scomfiture of lha com¬ 
munist and SSP members, its quick disposal. Another fact 
worth noting about this motion was that contrary to the 
recent practice of not mentioning any specific grounds for 
the censure of the government, three specific issues were 
listed. These were (i) the regional tensions as symbolised 
by the emergence of Shiv Sena, (ii) the regional imbalances 
leading to untoward happenings as in Telengana, and (iii) 
the lack of popular backing for the union government as 
■manifested by the recent mid-term elections. 

The discussion on the motion indeed opened with a bang 
with the sponsor, Mr P. Rumamurthy (CPM) roarsballing 
his facts with consummate skill. His sharp thrusts at thu 
ruling party for encouraging parochial feelings, nut doing 
much for the backward areas and on Its reverses in the mid¬ 
term elections, especially in West Bengal, Bihar and Punjab, 
brought good dividend. When the motion was finally put 
to vote after discussion, only the Swatantra parly abstained 
from voting. The Jiana Sangh, the PSP and the DMK mtmbcrs 
lent their support to the motion, which, however, was thrown 
out by 213 : B3 voles. 

Three issues 

The discussion on the censure move, spread over three 
days, was generally confined to the three specific Issues im 
which it had been based. After the initial thrust, it bserme 
repetitive and dull despite the efforts of some member!,— 
Mr A. B. Vajpayee (JS). Mr George Fernandes (SSP), Mr 
N. Dandekar (Swatantra), Prof. Hircn Mukherjee (CPM), lor 
inatance—at lifting it to a high pedestal. Mr Dandekar had 
a broad swipe at the government's economic, social and foreign 
policies. The agricultural advance, he pointed out, had not 
been turned to advantage. Industrial stagnation was continu¬ 
ing in several key sectors. Politics had entered the fields 
■of education, language and even arts and sports. Internationally, 
the Prime Minister, Mrs Indira Gandhi, he observed, haiJ 
shown lack of courage by not speaking up for the Indians 
in Africa at the recent Ckjmmonwealth Prime Ministers* Con¬ 
ference. On top of it, he regretted, there was talk of settling 
the dispute with China on terms which fell short of the 
Colomba Plan proposals. Mr Vajpayee spoke with much heat 
on the discriminating treatment meted out to various sections 
of society within a single state. Specifically referring to 
Jammu and Kashmir, be observed that while Kashmir was 
getting the favourite son treatment, Jammu and Ladakh 
continued to be neglected. Severe] opposition members pleaded 


for the avoidance of friction between the centre and the states 
especially when some states had non-Cnngress gcivernments. 

The treasury benches hit Utek with equal fo.ee and stressed 
that the deplorable parochial tendencies in the country had 
to Iw eurtx'd by co-operuiioit antong all the political parties. 
The Prime Minister called upon the opi)osition i>arties that 
they should not try to foment these tendencies. She also 
urg(>d the nan-(jongress state governments to co-operate with 
the centre whose co-operation with stotes she promised without 
reservations. The activities of the Shiv Sena and such groui>s 
in other slates were decried by the treasury benches in no 
equivocal terms. The charge that some members of the 
Congress had encouraged Shiv Sena was stoutly refuted, among 
others, by the Prime Minister and the Minister for Home 
Affairs, Mr Y. B. Chavnn, whose name had been spceifically 
mentioned by some opposition members as among those who 
had encouraged Shiv Sena in the initin! stages. The treasury 
benches also vigorously defended the economic and foreign 
policies of the government. The efforts being made to retluce 
regional imbaiancos through planned development were detail¬ 
ed at some length. 

Dull Afiair 

After the h'bate on the censure motion, the Lok Salibr/s 
•liscusston on the President’s address was only a dull affair, 
although economic issues were very much to the fore despite 
many members continuing to harp on the political situation 
in the country and the dangers from fascist organisations in 
which they included not only the various senas organised in 
different states but also the ItSS. Tlie Rajya Siibha debate, 
of roiirsc, rose to great heights quite fri-qucntly. 

Sharing the President's gratification over the upswing in 
agricultural output which had resulted in increase in national 
income in 1967-68 by O.i per coni over the previous year, 
several members pleaded for the abolition of food zones and 
stressed the need for maintaining prices of farm products 
at remunerative levels. They also emphnsi-sed the need for 
ensuring adequate availability of farm inputs. The President’s 
.satisfaction at the striking improvement in the balance of 
payments and the revival of activity in a large segment of 
industry was also shared by many. But some membi.'r8 
highlighted the plight of the industries still suffering from 
recession. Several members felt that licensing proccedures 
would have to be streamllnetl further and controls relaxed 
(or even abolished) if the process of industrial recovery was 
to be fostered. The President’s references to foreign aid that 
it would be judiciously utilized and dependence on It would 
be progressively reduced with a view to making the country 
self-reliant were well received by both the Houses. 

The harsh note which the President hud sounded about 
the extremist political groups in the country which were out 
to change the social and political structure by violent means 
proved unpalatable to the groups concerned but the same 
feelings were expressed by the treasury benches and several 
other members. In this context the need to ameliorate the 
lot of the socially and economically backward sections of 
society iis weii as of various areas in the country was emphasis¬ 
ed. Several members expressed concern at the many failings of 
our parliamentary system and urged the need for changing 
the Constitution. Mr M. C. Chagla, for instance, pleaded for 
the presidential system of government which, he pointed out. 
was as democratic as the present system but which would 
help in efficient admlnlstratiwi and elimination of the present 
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practices of defMtions and corruption. There was also a 
dem.'ind for the setfinfi up of an inler-slatc council, as provided 
in the Constitution, for settling disputes umonB slates and 
with the centre. Mr Bhupesh Gupta (CI’1> wanted that the 
West Bengal Governor, Mr Dharma Vlra, should be recalled 
in the interest ol the smooth functionine of the new United 
Front government there. He accused that Mr Dharma Vira 
had wrongfully dismisserl the previous United Front goveni- 
ment in West Bcngiil. Several members spoke of the gpecific 
prohlcms of their slates and urged larger allocation of funds 
for the development of aerieulture or industry in their areas. 

I'hc government’s desire to have friendly relations with 
ail countries, including Pakislsm and China, on the basts ol' 
absolute non-interference in each other’s internal affairs and 
respect for each other’s sovereignty and territorial integrity, 
reiterated by the President in his inaugural address, was 
wetenmed. But the foreign policy of the goc’emment came 
in for sharp attack on the familiar grounds. 

Hgtiting Regionalism 

Keplying to the Hajyn Sabha’s debate, the Prime Minister 
called for ccKipcration from all parties for lighting regionalism 
and casteisin. She turned down the plea for the setting up 
of the inter-state Council by pointing out that there were 
already si'veral such forums. These included the National 
Development Council, the Chid Ministers' conferences and the 
ronal councils. The Prime Minister preferred not to answer 
Mr Bhupesh Gupta’s demand for the recall of the West Bengal 
Governor. She also did not share Mr Cbngla’s pessimistic 
view about the functioning of the parliamentary system in the 
country. Intervening in the debate in the Ijok Sabha, the Edu¬ 
cation Minister, Or V. K. R. V. Ran, hinted that he would take up 
with the Planning Commission the qwstlon of higher allocation 
for education than the Rs R03 crores provided in the draft 
fourth Plan. 

The presentation ol a surplus railway budget for the first 
time in four years was hailed in the lobbies although some 
members felt that there was need for putting the ra'lway 
fmanees on a sound looting by economising on expenditure 
and chocking of leakage of revenue through ticketless travel. 
The delays in the running of trains also came in tor a good 
deal of criticism. 

The discussion on the PSP member Mr Nath Pal’s Consti¬ 
tution Amendment Bill which seeks to empower Farliameni 


to amend even the fundamental rights enshrined in the 
Constitution could not be taken up this week during the time 
allotted for private members’ bills. The attempt of the 
government (which has now owned the bill) to refer it to a 
new select committee on the ground that the bill as it had 
emerged from the select committee during last session, suffered 
from some drawbacks, also could not succeed. Mr Madhu 
Limaye (SSP) outmanoeuvred the Law Minister in this attempt 
by asking for suspension of the discussion on it pending allot¬ 
ment of time for this debate out of the government’s legidatlve- 
time. 

Master Plan for Electrification 

In its 70th report presented to Parliament this week, the 
Estimates Committee has called upon the Railway hlinlst^ to 
prepare a master plan for the electrification of railways on 
a long-term basis so that a clear picture could emerge of the 
magnitude of the work involved. The committee has noted 
with regret toat except in one case, the Railway’s electrifica¬ 
tion programmes had been carried forward beyond the target 
dates originally fixed for their completion right since the second 
Plan. It has urged that the time schedules should be strictly, 
adhered to in the interest of containing costs. The Railway 
Ministry has been further advised that only those schemes of 
electrification should be token up which ensure a return of 
seven per cent on the capital outlay. As regards the develop¬ 
ment of metropolitan raUways, the committee has advised the 
ItoUway Board that it should maintain a close liaison with the 
Planning Commission’s study team on metropolitan transport 
which is currently studying the problems of the Calcutta area. 

Four important reports were presented to Parliament this 
week by the Public Accounts Committee (PAC). In its 40th 
report, the PAC has expre.ssed the view that the request of 
cable manufacturers for grant of permission to them for the 
production of telephone cables by utilising their spare capa¬ 
city should lie expeditiously looked into. It Ims also deplored 
in this report a number of malpractices in the administration 
of the scheme of reimbursement of medical expenses to the 
employees of the Post and Telegraph Department and has 
pointed out that several of these employees earned by way 
of medical charges, many times more than their salaries. In 
the 43rd report, the PAC has reiterated its request to the 
government to critically re-examine the policy ol state trading 
in food ill view of the heavy losses suffered so far; these losses 
in 196S-ST, it says, amount^ to as much as Rs 94.47 crores— 
Rs 23.18 crores on wheat, Rs 34.29 crores on rice and Rs 23.1ft 
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eroNt m oUmt grains. With a view to minimising the loss 
through state trading, the committee has drawn pointed atten¬ 
tion to the storage problem end movement bi grains. The 
heavy demurrage paid on imported tood shipmeots has also 
been scathingly criticised. The functioning of the Border Roads 
Organisation (BRO) has come in for n sharp attack at the 
hands of the PAC in its 42nd report. The committee has 
pointed out that the BRO has not tackled the problem of re¬ 
pairs of machinery, equipment and vehicles in a business¬ 
like manner. The PAC feels that the BRO should enlist the 
assistance of the army base workshops to carry out repairs 
to machinery and equipment. In Its 39th report, the PAC has 
noted that out of the 10 showrooms opened abroad by the 
Commerce Ministry between 19S7-4S8 and 1908-07, seven had 
to be closed down after spending Rs 23 lakbs on them. The 
Committee has suggested that thesO showrooms should be 
handed over to the State Trading Corporation. 

Question Hour 

Foorth Ftan: The Prime Minister, Mrs Indira Gandhi, 
told the Rajya Sabha on February 20 that the final dpcisinns 
on the size and content of the fourth Plan of each state would 
be taken after the overall Plan had been approved by the 
National Development Council. She admitted that there were 
gaps between the allocations desired by states and those which 
according to the Planning Commission were likely to be 
available. The question of resources to be mobilised by the 
central and state governments, she said, was under con¬ 
sideration, The Prime Minister de^ed that there was any 
proposal to give statutory status to the Planning CommU. 4 ian. 

IndivNepal Ventures: The Minister for External Affairs, 
Mr Dinesb Singh, told the Rajya Sabha on February 20 that 
the government was considering setting up of Indo-Nepal Joint 
industrial ventures in the Himalayan kingdom. India was 
entering a phase of closer collaboration with Nepal. Till the 
end of March 1988, the Governmmt of India had spent Rs 
49.06 crores on projects in Nepal. No impediments were 
known to have been put by the Nepal government in the way 
of the Indian-«ided projects. 

FonlgB Private Investments: The Deputy Prime Minister 
and Minister for Finance, Mr MorarJi Desai, told the Rajya 
Sabha on February 18 that while foreign private investments 


were welcome in India, they had to be on a selecUve basis 
and in conformity with the development objectives of the 
country. While no "special" efforts were being made to attract 
foreign private investments, steps were being taken to make 
the potential investors understand the situation in India and 
the conditions under which investments would be welcome. 
Steps were also being taken to countract wrong impressions 
created by some people about the government's policies. The 
Deputy Prime Minister assured the House that tlw government 
would not allow any Interference by foreign Inveators in the 
country’s internal or external policies. 

Indtiatrlal Licensing: The Minister for Industrial Deve¬ 
lopment, Internal Trade and Company Affairs, Mr Fakhruddiii 
All Ahmed, denied in the Lok Sabha on February 18 that 
governmental procedures were responsible for delays in sanc¬ 
tioning industrial licences. The licensing procedures, he pointed 
out, had been streamlined. If the Minister did not dispose 
of an application within six months, it would go before the 
Investment Board and if the board also failed to give its 
decision within six months, it would go to the cabinet. The 
delays in sancUoning these licences, Mr Ahmed added, were 
due to lack of provision for finances by promoters. Referring 
to the Tata's fertilizer project, the small ear project and the 
Korba thermal station. Mr Ahmed said that the delays In 
the clearance of these schemes were not due to the decitiim- 
making machinery of the government being cumbersome and 
slow. These projects involved heavy investment and had far 
reaching bnplicatlons. So they required a very close exami¬ 
nation by the government before final decisions were taken 
on them. 

Fertiliser Imnorte: The Ministei lor Foreign Trade and 
Supply. Mr B. R. Bhagut, told the Rajya Sabha on February 
18 that the prices to be paid for fertilizers as a result of 
the recent negotiations with the suppliers of the United 
Kingdom and western Europe, would be lower than those paid 
in 1966 and 1867. 

Tea Corporation: Mr Bhagut told the lok Sabha un 
February 18 that the Assam government had suggested the 
setting up of a tea corporation on the lines of the National 
Textile Corporation for taking over closed lea gardens. The 
suggestion was being looked into. 
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WINDOW ON THE WORLD 

Happy Switzerland! 

JOSSLEYN HENNE8SY 


I 

WEALTH WITH SCANT RESOURCES 

LONDON; 

I’LL BEl' can’t tell me the name ot the President of 
SwiUeriaiul, and it’s not impossible that you will share this 
Ignorance with a majority ot the Swiss. As far as I can make 
out he is, in fact, Dr Willy Spuhler. 

The Swiss President’s anonymity is symbolic. For, by dint 
of minding their own business, hard work, and the mutual 
tolerance among the six million Inhabitants speaking four 
different languages (French, German, Italian and Romansh), 
the Swiss enjoy the highest standard of living in Europe. 
Switzerland is about the same size as Kerala and has few 
natural reisources. The GNP per head in 1867 was $2,623. 
The annual growth rate in 1963-67 averaged nearly four per 
cent. 

Apart from a few valleys, economic activity is possible 
only on the central plateau. Because minerals, agricultural 
land, and raw materials are scarce, the Swiss depend on foreign 
supplies, so that foreign trade is literally a vital necessity. 
Agriculture contributes seven per cent to GNP and employs 
less than 10 per cent of the labour force, which is, incidentally, 
a highly uneconomic percentage for so small a contribution 
to GNP. 

Characlerlsed by intensive specialisatton and technicality, 
Swiss industry is largely directed to exports, particularly in 
machinery, watches ond other precision instruments, chemicals, 
and some textiles. Heavy industry is small. 

Industrial progress had been rapid: the Index rose 58 per 
cent between 1056 and 1966, a rate exceeded only by Italy, 
the Netherlands and West Germany. This increase caused 
labour shortages which have been met by recruiting foreigners 
who now make up more than one-third of industrial workers. 

Hydro Power 

Owing to its mountains and abundant rainfall, hjrdru- 
electric power contributes 17 per cent of power requirements. 
Production, which was lO.OOU million kWh In 1047, attained 
30,000 million kWh in 1067, but possibilities of further increases 
are now small, so that nuclear stations are being built. Swit¬ 
zerland needs to Import most of its power; 67 per cent in 
the form of oil and 11 per cent In coal. 

The Swiss have wisely refrahted from the international 
prestige race to build great iron and steel works, preferring 
to import from West Germany and France. The same applies 
to non-ferrous metals. Only aluminium, the manufacture of 
which con be made to rely on electric current, has led to a 
highly developed metallurgical industry. 

Mechanical and electrical engineering holds an increaiiniy 
Important place in Industry, constituting no less than 28 per 
cent of total exports. 

Switzerland’s precision instruments—optics, photographic, 
medical, and office euipment^—and watciies and clocks, have 
a world reputation. They are natural outlets for the Swiss 
economy because they use little raw material and requite 
skilled labour. 

Charocteristlc of watch making is the high degree of its 
division of labour and specialisation in q>are parts, so that 


firms are numerous and most are small. Ten years ago the 
output of the Swiss watch industry was bigger than those of 
all other countries put together and, despite steady growth 
In other countries, the industry still leads the world with 42 per 
cent of world production, but its share in total Swiss exports 
has falleu from 20 to 14 per cent The Swiss are now encoun¬ 
tering strong compeUtion, particularly in cheap watches. Their 
quality watches continue to lead the world. 

The hotel industry has been one of Switzerland’s tradic 
tional activities since the British Invented winter sports a 
century ago. Switzerland’s magnificent mountains and 
picturesque valleys offer special attractions to tourists, of which 
the Swiss have made the most by building modem hotels and 
well-equipped recreational centres, often at hi^ altitudes, with 
well tdaniied communications. Swiss hotels provide 240,000 
beds, occupied in 1966 by nearly six million tourists, repre¬ 
senting ISil million overnight bookings compared with seven 
million in 1050. Tourists are mostly German, French, and 
British. Tourist receipts in 1966 at S. fres. 1,600 million 
covered more than half the commercial deficit 

. It 

LIBERAL ECONOMIC RESOURttS 

Switzerland is, par excellence, the land ot traditional 
liberal economic jioUcies. Although, as elsewhere, the role ot 
the. state is increasing, its Interventions remain outstandingly 
less than in most Western countries. There is no platmlng of 
any kind, even "indicative”. In the moneUry sphere, the 
National Bank refrains, in general, from Issuing orders and 
proceeds by way of agreement with the private banks. It is 
only since 1964 that agreement has been reinforced by (strictly 
provisional) measures to contain in figtinF), 

Since the war, the federal budget has generally been in 
sumlus and this has cmitributed to the remarkable stability 
of the Swiss franc, whose purchasing power depreciated by 
less than 1.5 per cent up to 1062. 

Switzerland’s tax system reflects its liberal principles. 
Taxation takes a mere 19 per cent of GNP, compared with 
31 per cent in France and 30.2 per cent in the UK. The tax 
system is complicated because it is divided between the fede¬ 
ration, the cantons, and the township-districts. The federation 
levies a progressive income-tax for national defence at a maxi¬ 
mum rate of eight per cent, but its chief sources of revenue are 
the turnover tax and custonu duties. Moat cantons tax Incomes, 
but the burden is moderate. In Geneva, lor example, the 
total of federal and cantonal taxes reactes a maximum at 
26 per cent of the earned income of a married man with no 
children. 

Switzerland's prosperity depends on its foreign trade. In 
1066, imports and exports represented 26.4 and 22.1 per cent 
respectively of GNP. Only Belgium, the Netherlands, and 
Denmark recorded higher percentages. 

Switzerland is not protectionist. Duties are based on 
specific (not ad valorem) tariffs ot about five per cent. Quotas 
are unknown save for certain agricultural Imports. 

Finished and semi-llnlahed products account lor 60 per 
cent of Imports (compared with .40 per cent prewar) because 
Swiss indutry is so specialised that many sectoii cannot 
satisfy domestic demand, which rises steadily with tba itandard 
of living. The same products account for as much as SO per 



Februaiy 28, 1969 


EASTERN ECONOMIST 


365 


nent of exports, ot which the metal processing and chemic.il 
industries alone make up 75 per cent. 

The balance ot trade is usually in deficit. As with all 
Industrial countries, the deficit is greater when the business 
cycle rises. Thus, in recent years, while Swiss industrial activity 
rose 50 per cent the trade deficit rose higher still. The ratio 
Of tover ot imports by exports, over 90 per cent in 1950, fell 
to 74 per cent in 1964. Since then restrictions on domestic 
demand have decreased imports and raised the ratio to 03.5 
per cent 

Mtnetion to Foreign Capital 

The balance of payments, on the other hand, is usually 
in surplus, thanks to the service industries (particularly 
tourism) and to capital inflows. Switzerland's political and 
monetary stability, and liberal economic policies, have enabled 
■her to become one of the world’s greatest financial centres. 
Apart from the efficiency of its normal banking services. 
Swi^land has always attracted funds from abroad in times 
of political unrest or monetary uncertainty. This, for example, 
partly explaina the large inflow of capital at the time of the 
Midtfle East crisis in the hot weather of 1967. Switzerland’s 
attractiveness as a refuge for foreign investors, worried by 
the vagaries of their own governmental policies, causes pro¬ 
blems, chiefly because the Swiss money market becomes 
extremely liquid and runs into imported inflation. The 
gentlemanly techniques of the National Bank have proved 
taiadcquatc to deal with such abnormal inflows and proposals 
are currently under legislative discussion to strengthen its powers 
to enable It; (1) to issue its own interest-bearing debt certi¬ 
ficates for open-market operations; (2) to impose minimum 
reserve requirements on Incremental deposits, with tho possi¬ 
bility of apidylng the requirements to changes over the previous 
12 snonths. The maximum ratios envisaged range from five 
per cent for medium-term cash bonds and savings deposits 
to 40 per cent for sight and bank deposits, with double ratios 
for the corresponding liabilities vis-a-vis foreigners; (3) to 
introduce ^obal ceiling for the expansion of domestic bank 
credit The permissible rate of growth of bank lending would, 
however, not be fixed betow the previous year's real increase 
in GNP. Credit control arrangements would only remain in 
force for a maximum period of two years and the situation 
would be reconsidered at least every six months; and (4) to 
introduce global ceilings for public capital market issues. 


The OECD's latest Annual Survey of Switzerland lakes 
a dim view of these proposals, arguing that they would still 
leave the National Bank with far more limited powers than 
in most other countries, especially because banks and business 
dispose of high liquid funds abroad. The present value of the 
foreign investment of Swiss banks is Ihnce as big as the 
amount of primary and secondary domestic liquid rcseivis 
(central bank money plus commercial bills). The proposals 
would not remove some of the basic constraints (e.g., the 
traditionally low degree of banks’ dependence on National 
Bank credit facilities and the close Swiss inter-relationship 
with foreign money and credit markets) with which the Swiss 
monetary authorities have to contend. 

The size of the capital movements in and out of Switzer¬ 
land has created a banking system remaikable lor the number 
ot its units and their efficiency. In 1066, not counting numer¬ 
ous private banka and branches of foreign banks, there were 
1,001 credit estabUsbments with total balances of S. Fres. 
06.800 million or, in constant values, more than twice the 
prewar value. 

The "Big Five", which represent more than a third ot this 
total, are deposit banka specialising In short and medium-term 
oiedit, but they elso play on outstanding role In international 


loans snd payments, in foreign exchange and gold operations, 
and in stock exchange operations at home and abroad. The 
26 cantonal banks, which represent another third of the total, 
deal ehiefly in mortgage loans. There are another 165 local 
banks, u hundred or so savings banks, and mure than a 
thousand mutual credit establislmeDts. Finally, and pot the 
least significant in the light of what I have said above of ite 
role, the National Bank is a private limited company of which 
the cantons and the cantonal banks hold the majority of the 
capital. I cant see these banks falling over each other to 
yield to the OECD’s desire to see them all placed under the 
control of a traditional central bank. 

The Swiss also contribute tu their prosperity by their 
sensible readiness to save. In 1965, their savings attained 
the remarkable level ot 27.8 per cent of GNP which, I should 
guess, must be the highest in the world (unless there is a 
misprint in my source). Savings remain persistently above 
investment so that Switzerland Is a net exporter of capitaL 
This is chiefly long-term direct investment in their foreign 
Inranches by Insurance companies or industrial enterprises, tug,, 
in mechanical engineering, chemicals, and food products. 
Among the latter. Ncstle’s milk pro^pets are world famous. 
Other foreign investments include portfolios by individuals Slid 
by investment trusts. In 1960, Swiss foreign investments 
totalled S. Fres., 40,000 million, of which 20,000 million were 
long tenn, compared with a total foreign investment in Swit¬ 
zerland of S. Fres. 20,000 million. The balance of capital 
iNiyments is pnrticuiarly favourable, because the inflow is 
four times the outflow, leaving a surplus of S. Fres. 1,370 
million in 1906. This Is partly because the plimtiful supply 
of Swiss savings keeps domestic interest rates low. 

Ill 

THE FIGHT A6AIHST IHFLATION 

The rapidity of economic growth since 1900 has led to 
inriutionury price rises and rising deficits in the balance ot 
payments. This overheating is basically due (o the influx 
of foreign refugee capital. New investment greatly increased 
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after the war, but in 10S9-64 it doubled while GNP rose by 
only so per cent. The rate of investment, wUcfh rose from 
23 to ,V per cent of GNP, well above that of all other countries 
except Japan, exceeded domestic saving, astonishingly high 
though that was. The excessive investment fdilowing the 
massive entry of foreign capital, notably after the revaluation 
in 1861 of the DM and the Dutch florin, boosted demand. That 
consumer prices, which had risen 1,4 per cent between 19S0 
and 1960. thereafter rose 3.5 per cent has led the authorities 
to seek to slow down investment to within the domestic savings 
ratio. 

Switzerland’s postwar growth has created a labour short, 
age. met by recruiting foreign workers (mostly Italians), who 
in 1964 totalled 721,000 or 12 per cent of the total labour 
force. This rise in the labour force has contributed both 
to growth and to the excessive rise in investment; but it was 
also anti-inflationary because it helped to contain the rise in 
salaries and because the foreign workers send abroad a 
proportion of their earningi. Nevertheless, in order to slow 
expansion, the authorities have restricted immigration. 

Anti-Inflationary Measures 

Since 1961 the authorities have taken a wide series of 
measures restricting both domestic investment and the internal 
use of foreign funds. Interest on foreign deposits it pcoUbited. 
They cannot be withdrawn under three months notice and the 
iiwias have made it difficult to invest them in Swiss property 
or securities. 

Despite some grumbling that these restrictions threaten 
Switzerland's leading position in the world money market, they 
have, on the whole, been well received and have largely 
achieved their purpose. The balance of trade has improved, 
the rate of increase of the money supply has slowed, and 
building costs have fallen. The growth rale has slowed to a 
rate compatible with domestic saving. 

It is, however, here that we once again come up against the 
yawning gap in the thinking between (1) countries, such as 
Switzerland and West Germany, which value currency stability 
as the true Indicator of profit and loss and the basis of growth 
in real (as opposed to nominal) terms, and (2) the pundits 
of the OECD who are outraged because the Swiss growth rate 
in 1967 was down to 1.9 per cent of GNP. 

The OECD's Annual Survey of Switzerland (just published) 
points out that since 1965 private suvlngfi have exceeded private 
inveslmmit by increasing margins (over five per cent in 1967). 
This has been offset by the rapid growth of the export surplus 
and by increasing deficits due to excess of public investmmit 
over public spending. While the reappearance of a large 
external surplus has. says the OECD, been welcomed, the 
change of the public sector from net lending at beginning of 
the 19608 to growing net borrowing since 1963 has been 
denounced as inflationary and "unsound" budgetting. It >s 
true, the OECD concedes, that the “deterioration” of tlw budget 
during 1961-04 was inconsistent with the maintenance of a 
reasonable balance in the economy, but the situation has now 
rhunged and. In the OECD's view, calls for stimulus. As 
long as private saving continues in excess of investment needs 
.wd price increases remain within tolerable limits, the public 
sector, asserts the OECD, needs to be a net borrower, because 
the aim of policy should not be to balance the budget but to 
balance the economy as a whole, and to counteract excesses 
or deficiencies of demand in the economy. 

Now. there is, of course, some truth in this well-inten- 
tionod Keynesian doctrine, but it should never be forgotten 
that it was propounded to deal with the interwar depresaion 
when the unemployed numbered millions. To apply it without 


great care in the weil-nigh universal postwar conditions la the 
western world, in which government expoiditure rises virtuoBy 
automatically, Is to risk the road to hell—the constant gtowtit 
of the public sector at the expense of the private sector (wtdeh 
is the sector that earns all the money to pay for government 
largesse). 

The classic example of thts is the UK government, which 
for twenty postwar years has been virtuously lecturing the 
rest of the world on its Keynesian wisdom, with the result 
that government spending and investment has steadily swoltot 
until today it accounts for holt of GNP. This has taken the 
enterprise out of private enterprise and taught everyone frosa 
company chairmen down to workers (and even non^worUng 
students) to look to government aa the solver of all problems 
and cornucopia of bottomless “welfare”. Hence an economy 
in permanent “recession”, which Keynesian budgetary counter¬ 
action merely deepens. At long last even the Labour govmn- 
mait has digested the lesson and is endeavouring to back 
peddle on government intervention and expenditure. But 
British public opinion has been so conditioned by the doctrine 
that the OECD now urges on Switzerland (and West Germany) 
that the task of re-educating employers and workers to see 
that their salvation lies in their own hands has become 
herculean. 

If the Swiss prefer a growth rate of 1.9 per cent, a stable 
currency, and a low rate of taxation, to a growth rate of 
live per cent, rising prices, and riring taxes, I suggest that 
they are entitled to their choice. 

Sources and Acknowledgements: Reports on Switzerland 
of Barclays Bank and the B.'inque Nationale de Paris, and 
the OECD’s Annual Survey. 


^la.6Utjn S^conombi J25 

MARCH 3, 1944 


' It is a well-known principle that economic progress 
is attended with a shift of population from primary to 
secondary and tertiary industries. Under the Bombay Han 
we shall remain a predominantly agricultural country even 
after 20 years of “coloBsal” industrialization and the work¬ 
ing population in agriculture will foU only at the rate 
of about 1/2 per cent per annum from 65 per cent to 
55 per cent In IS or 20 years. An examination of the 
probable increase of internal and external demand for our 
agricultural products indicates that if an increase in agri¬ 
cultural production by more than the scheduled 180 per 
emt is associated with a 100 per cent increase in general 
standards of living and 200 per cent increase in national 
income, it can only lead to slump in agricultural prices. 
Judged by the criterion of minimizing social strains of 
occupational planning, the general pattern envisaged by 
the Bombay Plan is about correct. If to this we add 
extra-economic conzlderatlons such os the requirements of 
our defence (which was argued in our aztlcle last week), 
it cannot be said that industry has got more than its proper 
share of attention in relation to agriculture. The plea at 
the Bombay plannera for a more balanced ecoDomy cornea 
not only for reasons from the side of supply (e^p, the 
population pressure on soil in a country with limited scope 
for extension of cultivation and prevalence of d'minishing 
returns in agriculture) but also* on account of demand for 
agricultural products and general instability of foreign 
demands. 
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Prices, Taxes and Government Spending 

GERARD A. 0<»10HUE 


WASHINGTON; 

AS THE Congress began studying the economic policies of the 
new administration this week, It quickly became apparent 
that monbers of the executive and legislative branches of the 
government are determined to check iitflation and reduce 
government spending. These officials are not operating in 
a ptdltical vacuum. The President is well aware of the mood 
of the natimt as a whole; and the Congressmen and Senators, 
Just back from the Lincoln’s birthday recess, know that their 
constituents are alarmed at the rapid price increases of the 
past year—up about five per cent compared to the almost 
imperceptible rises of one or two per cent in most of the 
postwar years. 

And while wages and salaries are higher thtm ever before, 
the taxpayers are paying higher and higher taxes to their 
local, state and federal governments. There is definitely a 
strong feeling in the United States that far too much money 
is being spent by the government—particularly on costly mili¬ 
tary programmes. And wage earners and home-owners feel 
that too much of their incomes are being taken for local 
governmental expmiditures on welfare, schools, streets, highways 
and so on. 

Under the American system, the federal govemmait ha.*! 
almost pre-empted personal and business Income taxes as a 
source of revenue. Individual states rely on sales taxes, 
inheritance taxes and income-taxes at a far lower rate than 
those of the national government. Cities and towns depend 
upon property taxes, soles taxes and various forms of special 
taxes for the monies needed to operate schools, hospitals, 
welfare programmes, jails and other local octivities. Costs 
of local governments have gone up rapidly in the last few 
years—more than one million people are on welfare in Niw 
York City alone. 

Cities are wary about raising property taxes or sales taxes 
for fear residents wilt move to suburban areas and industries 

Employment 

AFTER THREE years of stagnation or decline in the number 
of employed, new vacancies have emerged since the middle 
ot the past year in Yugoslav economic organizations. In 
November the public sector employed l54 million persons; 
the number of unemployed at the end of the past year was 
around 300.000. It is believed that the number of p-rons 
permanently unemployed is substantially lower. This view is 
strongly supported by the fact that for some jobs it is very 
difficult to find the right persons although tte lists of un¬ 
employed include people with qualifications required for these 
jobs. That is why measures have been taken to clarify what 
the term “unemployed” actually means so that a more efficient 
action might be tako). 

The recent sessions of the Federal Assembly’s chambers 
adopted the resolution on economic policies in 1969 which 
foresees that the number of emidoyed will increase by about 
30,000 persons. However, considering the natural and mechani¬ 
cal outflow of labour, there is a possibility of employing 200,00(1 
persons additionally. The employment policy will sec to it 
(twt mostly the young people with hl^r qualifications take 
new Jobs. so. that the vacancies are filled with qualified people 
teadl^ to improved labour productivity. 

There is also a possibility that more workers might go 
abroad. There is the intention to regulate this outflow of 
labour throui^ bilateral inter-etate agreements to prevent 


will relocate, thus cutting revenue even more. It is the middle 
class, wageeaming taxpayer who feels the pinch the most. 
Over the years, various tax incentives have been granted by 
the government to foster development of one Industry or 
another or investment in general. Today many wealthy people 
are able to take advantage of these Incentives. This causes 
great resentment among those who receive most if not all of 
their incomes from salaries or wages. 

Municipal bonds, for example, are tax free. A wealthy 
man who might pay sixty or seventy per cent on Income tram 
industrial investment, can invest in bonds issued by cities and 
pay no federal tax whatsoever on this investment. The 
Actainistratimi and Congress arc both studying the overall tax 
structure to end incentives—or “loopholes”, as they have 
become known—for once worthwhile reasons that are no longer 
valid. 

Budget Under Review 

The administration of President Nixon, which has been 
in office for just one month, now Is undergoing on exhausUvOf 
detailed stu(^ of the budget prepared by President Johnaon 
and his staff for the remainder of this fiscal year, ending 
June 30, and for the next fiscal year extending to June 30, 
1970. It Is still far too early for the administration to present 
detaile.l policies and plans, but it is clear from listening to 
testimeuy of lop officials under sharp questioning from mem¬ 
bers of the Congress that they are determined to show a 
surplus in the domestic budget and thus slow down the rate 
of Inflation by holding down expenditures. The whole tax 
structure will be reviewed by the Congress as the administra¬ 
tion presents itf proposals for tax reform. Neither cutting 
expenditures, nor changing the tax structure will be politically 
easy for either the executive or the legislative branch, but 
public pressures for both measures are strong and growing. 
It promises to be an Interesting year, politically and econmnl- 
eally. 

in Yugoslavia 

going abroad of people at their own risk, without the safeguard 
of their rights in social insurance, health insurance, wages, 
accommodation, etc. 

Easier Access 

This docs not me.'in, however, that tlu* developments in 
the field of employment are already not livelier than they 
used to be. They started moving fast in mid-year when new 
measures to step up employment were taken. 

After the adoption of the new law on the acceptance of 
candidates for vacancies in organizations, young people found 
it much easier to reach factory halls and plants. Since early 
last year up to now. over 50,000 candidates have received 
jobs, and the number is rising from month to month. 

Although tens of thousands ot young people are obtaining 
jobs now, the latest data have revealed that more rigorous 
steps need to be taken in the works organizations if the 
qualifications of those empioyed are to be improved. It should 
he noted, tiu< unskilled workers account for 30 per cent ot aU 
employed, and the experts hold that their number at present 
should not be above 19 per cent. 

The basic law on labour relations provides that the 
OTiterprises should prescribe the qualiflcatiims for jobs. The 
Federal Secretariat for Agriculture, using this provision, bss 
developed the draft decision on filling the vacancies in agri¬ 
culture and forestry. It is expected that other institutions 
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will follow suit. There are proposals alio for economic 
oreanirations to hove adequate Internal regulattoni. mils is a 
sort of intervention in the affairs of economic organizations, 
but what is at issue is a problcn) in the solution of which 
the whole community is interested. On this score, the inter¬ 
vention is justified. 

After the decision at the National Bank that rediscount 
credit facilities, at a low interest rate of only two per cent, 
may be used for housing development, the things in the fidd 
of flat construction have turned to the better. This was 
cspaelally ao when business banks were allowed to give credits 
both to Individuals and worka organisations for housing 
development. In four memtha alter the passage of thia measure, 

A Period 


credits for housing development went up by about 029 millimi 
new dinars. It is indicated that 20,000 new vacanciea lUled 
in building construction were opened largely due to the 
supplementary resources provided by the National Bai^. 

There is a widespread belief that tens of thousands of 
new jobs could be made available if the work of old-age 
pensioners could be prohibited or vastly reduced. Some 
republics have already taken measures to this end. As a rule, 
these measures Inclu^ raising the taxes (even to 40 per cent) 
on receipts from part-time work and from the work of old-age 
poulonera. This wlU compel works organisations to employ 
these people only if their services are really necessary for 
the execution of certain activttlei. 

of Calm 


E. B. BROOK 


VIENNA; 

THIS ARTICLE is being written on the eve of one of the 
meet important meetings the OECO has ever held. Its purpose 
if to state the problems of the meeting, which are the problems 
of world finance and to put forward what appear to be the 
probable and reasonable attitudes to those problems as seen 
in Europe today. 

These problems are shared by western Europe and the 
USA principally, with South Africa, as a major gold supidier, 
playing a major role off-stage. 

The fundamental problem faced by atl concerned is how 
to get rid of deficits and surpluses. The world’s trade is out 
of balance on its money side and from that fact stem all the 
periodic rushes from one currency to another that earn the 
unenviable name of speculation but which are little more than 
large-scale severe attacks of financial nervouyiess. The world 
of money today Is not so much aggressive as suffering from 
recurring timidity and an enduring anxiety. 

The anxiety can bo measured by the wealth of ideas 
put forward as nionsures to put things right. Principal among 
thcac and supported by a prominent school of economists in 
the USA and Canada is a departure from the fixed exchange 
rates known us the par-value system in favour of a liberal 
area of pcn-missible variations in par values of notional curren¬ 
cies. There are several elaborations of this scheme, which 
would permit a currency to move as much as five whole points 
Instead of only one from its fixed parity either way. 

Sick Currencies 

The wide liberality ot this idea suggests how sick some 
economists consider .some of the major currencies to be. Not 
less striking is the unanimity and near stridency of a whole 
dissimilar range of financial leaders from Germany's Franz 
Josef Strauss to Britain’s socialist Prime Minister and the 
Governor of the Dank ut England in pouring scorn on this 
proposal, in deprecating any idea ot calling a “new Brrtton 
Woods" conference to discuss international money values or 
any substantial reform ot the exchange system or. In fact, 
of existing exchange rates. 

The unanimity and volume ot these protests arouses the 
suspicion that the protesters feel the need to over-advertise 
their views since it is fairly clear that the existing exchange 
system la vulnerable and uncertain and the best of international 
experts do not know what to do about it. In such circum¬ 
stances, say all together, the beat thing is to let it alone. 

There Is. it is true, a period of calm at present, a fact 
which adds force to the argument that what is needed is a 
period—a long period—of quiet and calm. No one would 
deny this, but what is to follow the period of calm if some 
safer arrangements are not made during tUa healing perlodT 

There is also a genuine doubt if the present really is a 
period of calm and not merely a period of waiting—for Nixon 


Slid his team. Every indication that has come from the USA 
is that, financially and economically, the new administration It 
going to rock no boat, to make very few changes and, like 
Europe at the moment, to wait and see. If this is true, the 
centres of the financial world will all be waiting and seeing 
together, but for how long? 

It is doubtful 11 the OECD meeting between the Americans, 
the Canadians, the Europeans, the British and the Japanese 
will have anything striking to propose. They have before 
them as solid facts the fundamental sickness and ixwc nervous 
state of the world money markets, doubts—even fears—as to 
which way they will move next, the need for flexibility in 
an inflexible financial structure and a two-tier gold price 
system that has all the appearances of on emergency, make¬ 
shift arrangement. 

Evolutionary Changes 

Among those meeting, the Americans alone have acknow¬ 
ledged the need for “evolutionary changes”; everybody is 
Intent, it appears, not so much on making use of the present 
lull in “runs” on currencies to make a thorough, methodical 
investigation ot ills and their cure as to pretend with desperate 
earnestness that nothing is serlouly wrong. 

Comment in Europe, particularly from prosperous West 
Germany and obstinate France, is not encouraging. The one 
feels that a well-organised two-tier geld market and the Basle 
facility for sterling balances will have stabilizing effects on 
the inteniutional monetary system; that the credit facilities 
of the International Monetary Fund combined with the swap 
arrangements of the central banks will provide trading nations 
with ample international liquidity. The other, France, assured 
that the USA will not seek a change in the price of gold, 
will, with the Germans, oppose any change in the flexibility 
ot exchange rates. 

Neither the French nor the British are yet out of the 
wood of devrluation and though the UK’s trade will probably 
reach equilibrium this year the acUevement ot a surplus lies 
far ahead. The UK, the USA and France are all deficit 
countries. All are trying, with fear of devaluation to spur 
them, to restore their balances by deflation but Its retarding 
effect win not be seen for some time. 

In such circumstances, the phrase so often used now—“A 
period of calm” acts like a ttmic after sickness. What is to 
be feaa‘d still is that it may not be a tonic but a soporific. 
What its function actually turns out to be will depend on 
wbut use Is made ot it; the only healthy use will be an 
earnest systematic examination ot the hard eperatlonal impli¬ 
cations of the various forms of non-fixed rate systenu with 
careful noting ot their respective advantages and disadvantages. 
If this It done, the future may bejnore assured because better 
informed. If, instead, the “period ot calm" is used cmly to 
heave a sigh ot relief and to r^axedly wait for the next 
round ot troublo to turn up the choice of cures whsn it arrives 
may, within a relatively Aort time, be harsher. 
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Certainly not all, but Terebec F3S worth just over Rs. one crore, was exportad 
during 1968. Wa hava however reserved our entire production of new Estorimido wire anamal, 
Tirabac FH to meat all home demands. You can dienfore insist on the use of magnet wire coated 
with Dr. Back's Twibec FH-a Class H180° C Esterimida wire enamal-for the matiufacture 
of all types of electrical equipment. Or. Beck insulation means extra safety and reliability. 

Estarimida is a now vwta enamel patented all over the world. The rosin is synthesized 
by us at Pinqiri to ensure its quality. 

l^spKUftmts: 

□ Economical price for use as an a// lairpose enamri 
from Class A through to Class H 

□ Thermal life Class H (180°Q with a generous safety margin 

□ Heat shock 1 hour at 200°C1 X dia. 

O Mechanical properties far in excess of standard qwcifications 

□ Outstanding alectfical properties even at elevated 
temperatures and under humid cimditions 

O High cut through temperature of over 300°C 

□ Excellent resistance to solvents and clmmicals and Refrigaram 22 
Please contact your magnet wire supplier or us direct for full technical 
particuivs and samples of Esterimide coated wires. 

DR. BECK AND COMPANY (INDIA) UMITED 

A MAHINOHA AND MAHINORA UMITEO ENTERPRISE 
SPECIALISTS IN THE MANUFACTURE OF INSULATING ENAMELS, 

VARNISHES ANO RESINS FOR HR ELECTRICAL INDUSTRY 

ei. ’Ailvuil' 12 A. Fwislwi Rol4. Bojibw-I. 

BMibiy*PMnt Roii Pintpfi PMieidm ftcwi F. O..PHnpn. noM'f 1. 

Pin No. 36, Block D. Mlywi. 0i«: Nidio. W. fionial. 

7^Mt0tHUftkm9k€trkaltompoKMt» mrde ia Mia ntr on Back iaaulatioa. 
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n.’ WAS perhaps pretliciable that, when the good hour struck. 
President Ayub Khan would follow the American example of 
LBJ rather than the Roman example of Ciuciiinatus. Ha 
announcement that he would retire when he completed h',s 
present term and that he would not stand for reH.'lcctiun next 
year, given the circiimstonces in which he was forced tf> 
nxake it, is a surrender which does not have the grace of an 
aixiication. Incidentally, in the analogous American situation, 
there were the settled processes of a demomatic consti'utlon 
to ensure a civilized changcMiver. The people of Pakistan, 
unfortunately, are without this guarantee. 

9 * 

On a famous occasion, with the economy of Britain m 
bad shape, the Prime Minister, Mr Harold Wilson, dramatically 
•’innounced that he had decided to take upon himself the 
direction of the economic affains of his countiy. The expected 
economic miracle did noi materialise. Bad became worse 
and the threatened devaluation of the pound was, in due 
course, an accomplished fact. Mrs Gandlil has divested herself 
of the portfolio of External Affairs so that, as is put out bv 
her secretariat, she may dex'ote more of her time mui energies 
to the important task of economic co-ordination. I do not 
want to suggc.<!l that on the analogy of Mr Wilson's Britain. 
Mrs Gandhi’s India should prepan; itself for the worst. But 
I do confess that I am unable to appreciate the value of Mr.s 
C;mdhi'.<i midodramatic posture. 

I have always been under the impression that the Finance 
Minister, who has thi* added status of the Deputy Prime 
Minister, is .attending to economic co-ordination and that there 
are means and machinery in his ministry for the purpose. 
Then, again, ns Chairman of the Hanning Commission, the 
Prime Minister presumably has always been in the picture 
s«) far as economic co-ordination is concerned. What then 
is the meaning of the new trappings of aulhority or respon 
sibility that she seeks to put on? Is it not possible that an) 
attempt on her part to create a machinery in her own secretariat 
for undertaking economic co-ordination may lead to u cla.sh 
with the rcsponsibllHies and the functions which the Finance 
Ministry is discharging or has to discharge in the same area? 

« « 

Prlma donnas are, by definition,, temperamentaL The 
trouble with them is that they insist on being diff'cult even 
after they have begun losing their box-office appeal due to 
age or other reasons. The current behaviour of Mr Fokb uddin 
Ali Ahmed is a case in point. Petted and pampered by the 
Prime Minister out of all proportions to his political or o'her 
substance, the Minister for Industrial Development is now past 
beyond recognising the emptiness of his ego. By any reason¬ 
able reckoning of ministerial merit, Mr Ahmed should long 
ago have been stopped from mismanaging the industrial 
ceonomy of the nation. Mrs Gandhi, for reasons of her own, 
is not prepared to dispense tvith his services as a cabinet 
minister. But even she has found it necessary to tiy to take 
some of his functions away from him. Yet her effort, thanks 
to her half-heartedness, has aborted. Although a new charge 
of Heavy Engineering has been created under another ministry, 
Mr Ahmed has successfuUy resisted any substantial transfer 
of the subject from his custody. The result is that only a 
few public sector projects have been shifted to the new 
Ministry of Steel and Heavy Engineering which makes the 
whole operation farcical. Threatened with an amputation of 
limbs, Mr Ahmed has, in the event, escaped with the loss of 
a few locks of hair. 

This does not by any means comtdote the entertainment 


aspect of Mrs Gandhi’s mideavour to cut Mr Ahmed to- slse. 
There is more to follow. I’resumabl.v, Mr Ahmed was not 
prepared to agree to any surgery, however minor, cm bis 
portfolio, unless it was to be plastic surgery so that there 
could be uddlliuns us well as subtractions. The new ministerial 
territory he has boon able to acquire is the Department of 
Internal Trade, llei-e, again, he was not the man to Ixf 
satisfied easily. Although it had been setlled long ago that 
certain industries with a iironounced export aspect were to 
be considered os part tuid parcel of the porttnUu of Foreign 
Trade. Mr Ahmed chose to reopen the issue. Even if ho 
ultimately failed to wangle any concessions out of the Prime 
Minister In this mutter, his bill did add to the confusions 
attendant on the rc-ordering of ministerial business in the 
wake of what has come to be gonernlly, but incorrectly, des¬ 
cribed as "the cabinet reshuffle". 


Quite a few observers of the New Dtdiii iiolilical scene 
seem to believe that Mr Dinesh .Singh’s entry into the Ministry 
of External Affairs would necessarily lend to the reversal of 
the trend, seen in recent months, towards the enlargrmmtt 
of the role of the top officials in the formulation of policy 
initi!il.%cs. There is spci-ulatian, in particular, of the further 
course of Mr T. N. Kaul's endeavour to fashion foreign policy. 
The dominant view seems to be that Mr Dinosh Singh will 
lose no time in making it clear who, under the overlorship 
of the Prime Minister, is master in tlie Ministry of ExtemM 
Affairs. My own belief is that neither the minister nor the 
|K*rmanent officials, including Mr Kaul, are likely to have 
problems. Apart from the f.-ict that Mr Dincsh Sin^ had 
:;l-.vavs been of the core of tile coterie whli-h has bcin fur.C- 
fioning in the areas of the Prime Minister's responsib litiea 
which had included the direct charge of Foreign Affairs until 
now, it may reasonably Vjc expected that th; Dincsh Singh- 
Kaul team would be us siieci'ssful in establishing a pattern 
of fruitful co-ordination of functional rclationshipB betwoen 
minister and secretary in the External Affairs Ministry as the 
Dinesh Singh.K.U. Igill team was in the now defunct M uistry 
of Commerce. The prospects, I must say, do please m* tor 
rnueh good work was undoubtedly done in tlie Commerce 
Ministry and I do believe that this story cun be repealed In 
the Ministry of External Affairs. 

Meonwhiie, I am not at ail sure that Mr B. R, Bhogat is 
overjoyed at Mr Dinesh .Singh’s hint th.'it, ns Minister tor 
External Affairs, he woulrl lie keenly interested in participat¬ 
ing In policy-m.-iklng in the sphere of our economic relations, 
including trade relations, with other countries. As Minister 
for Foreign Trade and Supply, Mr Bhagat has perhaps started 
wondering what exactly is cooking in the mind of his restless 
and resourceful rolieaguc. It is quite possible that there 
could be a clash of iiersonalitics and jurisdictions with Mr 
Dinesh Singh and Mr Bhagut trying to do the same thing 
but in different ways, each according to his lights. As a 
minister newly elevated to cabinet rank, Mr Bhagat may well 
have a lively fear of being shouldered out of significant areas 
of his own iwrUolto. This is not to say that co-ordination 
between the Ministry of External Affairs and the Ministry of 
Foreign Trade and Supply is not necessary or desirable; only, 
there should be no attempt to enact the fable of the g onl 
.nnit the dwarf. Although physically Mr Dinesh Singh and 
Mr Bhagat are about equal in stature, Mr Dinesh has certain 
advantages of a personal or political nature which may easily 
Idnd themselves to use tor purposes of self-eggrandisemenL 
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Trade 

FOURTH PUN DRAFT 

A FULL meeting <>t the manning Commission, held under the 
chainnanship of the Prime Minister, approved the draft of 
the fourth five-year Plan recently. The entire outlay has been 
enviS4(gf(l ut Its 24,350 crores. The public sector investment 
is at Rs 14,350 crores with the central plan at Rs 8,300 crores. 
The private sector plan is set at Bs 10,000 crores. The increase 
in Industrial production has been assumed at a slightly higher 
rate—between nine anti 11 per cent. Agricultural output is 
likely to go up by around five per cent and the overall national 
income by ultout 5.5 per cent. The export target remains 
unchanged ut an annual increase of seven per cent. Some 
cut in the investment target has been necessitated by a more 
realistic assessment of the states' resource effort over the 
planned period. Against a figure of Rs 3,000 crores under this 
head in the approach paper, it has been estimated that the 
.-tctuol mobilisation is likely to be around Rs 2,550 crores. 
Central assistance will be Rs 3,500 crores as announced earlier, 
taking the total figure for states' plans to Rs 6,050 crores. 
The National Development Council is likely to be convened 
towards the Uiird week of March, by which time the new 
ministries in Punjab, UP, Bihar, West Bengal and Nagaland 
will also be installed and their chief ministers will have had 
time to study the draft Plan document and other papers and 
thus be in n position to participate fruitfully in the NDC 
discussions. 

EXPORTS DEVELOPMENT 

Creation of export promotion cells under the charge of 
the concerned estate managers or administrative officers after 
providing them with orientation in export marketing techniques 
is one of the major recommendations of the sub-committee 
set up by the Standing Committee on Export Promotion of 
Small Industries under the convenership of Mr I. C. Dhanda, 
Divisional Manager of the State Trading Corporation. The 
sub-committee’s report was submitted to the standing com¬ 
mittee in September 1968 and has now been released by the 
Indian Institute of Foreign Trade. These officers, the sub¬ 
committee visualises, would identify and select the products 
possessing export potential as also the enterprises In the 
Induatrial estates which can manufacture the products identi¬ 
fied. The identified units would be linked up with the export 
aid for small industries scheme of the STC, export corporations, 
small industries corporations undertaking exports, etc. These 
officers would also explore the possibilities of organising the 
identified units Into export marketing groups. The sub¬ 
committee’s report highlights the important role that industrial 
estates can play in the export effort. 

fUNjAD MINISTRY 

A five-member Akali-Juna Sangb ministry with Mr Gur- 
nam Singh as Chief Minister, took office on February 17. 
The members of the cabinet and their respective portfolios are 
os follows: 

Mr Gumam Singh fChief Minister): General Adminis¬ 
tration Including Reorganisation, Home, Vigilance, Elections, 
Jails. Administration of Justice, Legidative, Transport, Public 
Rdations, Tourism, Cultural Affairs, Health, Medical Education, 
Forests, Agriculture, Printing and Stationery, Housing, Slum 
dearnnee. Social Wdfare, Welfare of Scheduled Castes and 
Backward Classes, Political Sufferers, Conununity Development, 
Co-operatives, Animal Husbandry, Dairying, Fisheries, Sports 
and Wild Lite Preservation. 

Mr Bulramji Das Tnndon: Industries, Cottage Industries, 
Induatrial Training and Industrial Co-operatives. 

Mr Sohan Singh Basal: Irrigation and Power. FWD 
(buUdini^ and roads). Public Health, Englnenlng, Rural 
Electrification, Technical Education, Arehltectiire, Colc^Btlon, 


Winds 

Town and Country Planning, Urban Estates, Administration 
of the Gurdwaras Act (1925), Education and Languages. 

Mr Atma Singh: Revenue, Land Reforms, Omsolldation 
of Holdings. Relief and Rehabilitation, Welfare of Defence 
Services and Civil Aviation. 

Mr Krishan Lai: Finance, Planning, Statistics, Small 
Savings, Labour and Employment, Parliamentary Affairs and 
Local Government. 

NAGAUND MINISTRY 

A 16>member new Nagaland Ministry, headed by Chief 
Minister, Mr Hoishc Serna, assumed office on February 22. 
The portfolios of the new ministers have not yet been 
announced. The new ministry has six cabinet ministers, 
including the Chief Minister, five Ministers of State and five 
Deputy Ministers. Among the cabinet ministers is the former 
Chief Minister, Mr T. N. Angami. 

TECHNICAL AID TO ASIAN NATIONS 

India has offered to help its Asian neighbotirs in set¬ 
ting up plants for agricultural machinery, fertilisers, petro¬ 
chemicals and iron and steel, by making available its technical 
asaiatance and consultancy services. The offer was made by 
the Industrial Development Secretary, Mr N. N. Wanchoo, at 
the recent Asian Industrial Development Council meeting at 
Bangkok. The meeting was convened by the Economic Com- 
mlasion for Asia and the Far East. Mr Wanchoo who returned 
to New Delhi recently said our offer met with good response. 
The offer was made as part of our efforts to forge effective 
regional co-operation among Asian nations. 

MANGANESE EXPORT TO JAPAN 

This country signed on February IS a cuntract valued 
at £3.17 million to supply 300,000 tonnes of ferruginous 
manganese to a group of nine Jap.'inese steel mills. Of the 
contracted quantity, 30,000 tons are optional and 270,000 tuns 
are firm contract. The entire quantity will be supplied by 
March next. The agreement was signed for this country by 
the chairman of the Minerols and Metals Trading Corporation 
of India. It is believed that Japan’s steel production would 
reach 100 million tons per year soon. At present, the steel 
production is 65 million tons. Japan buys her ore require¬ 
ments from a variety of sources, including Australia. 

WAGONS FOR POUND 

The State Trading Corporation recently signed a contract 
for supply of SOO railway wagons to Poland. According to the 
ctmtract, the STC, in association with im Indian firm, will 
supply to Poland SOU standard gauge covered goods wagons 
made according to the latest European specificationa. This 
country, at present, is exporting railway wagons to 10 countries 
in Europe, Asia and Africa. It has exported nearly 1,550 
wagons so far. This country exported goods to Pedand during 
April-October 1968 to the tune of Rs 14.73 crores as compared 
to Rs 10.55 crores during the same period in 1967. 

I.M.F. DRAWINGS 

During 1968. although the financial activity of the 
International Monetary Fund reached a record level, its 
devdoping members made only slightly greater use of its re¬ 
sources. The net drawings of the 87 member-countries in Africa, 
Asia, Latin America and the Middle East rose during the year 
by $79 million to $1,749 million. Net drawings of ail the 
ill members rose by about $600 million to $6,086 million. 
The peak figure of $5,653 million, reached in June 1908, was 
subsequently reduced by repayments, and sales of currencies 
having the effect of repayments. 'Chere has been a gradual 
rise in the net drawings of developing countries since tite 
end of 1058, when the figure was $650 million. The increase 
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in the net dnwino ol devdoping countriM linee IMS hu 
amounted to about 81.1 billion. In the same period, the quotaa 
ot developing eountriet roae trom $1,468 million to $6,032 
ndllion. The developing countriea drew $60.35 million In 1668, 
under the IMF’s special provisions for compensatory financing 
to offset the effects of export shortfalls, and their net indebted¬ 
ness under this beading was $255.1 million at the end of 
the year. 

DRUG MANUFAaURERS* MEETING 

Certain recommendations for future growth of pharma¬ 
ceutical industry were made at the fourth All-India Drugs and 
Pharmaceutical Manufacturers’ Conference, held under the 
auspices of the AIMO, which was Inaugurated by Mr Manubhai 
Shah, former Minister fixr Conunerce, at Baroda recently. Mr 
Ramanbhai Amin welcomed the chief guest and the delegates, 
and the confennee was presided over by Mr Bipinbhai Mehta. 
President of Gujarat State Board of AIMO, in the absence 
of Mr T. A. Fasalbboy, AIMO president. 

DEVELOPMENT OF TOURISM 

The Federation of Indian Chambers of Commerce and 
Industry has set up a tourism sub-committee with Mr S. P. 
Godrej as chairman. It held meetings in Madras, Bombay. 
Calcutta and Delhi in which representatives of voluntary 
organisations and other agencies concerned with tourism were 
invited. The sub-committee has also been trying to fbllow 
up the various suggestions made at the meetings. It has been 
felt that this country has not yet devetoped tourist-consciousness 
which we observe in countries such as Japan, Spain and 
Yugoslavia. That tourism is an elaborate and serious industry 
in itself was evident from the organisation of the recent 
Pacific Travel Agents Association Conference In Ban^ok. In 
these countries voluntary organisations and local authorities 
play an important part. Conscious of the need for voluntary 
organisations in this country also taking up a more positive 
attitude, the Federation had set up this sub-committee. 

CEYLONESE CO-OPERATIVE COMMISSION 

The members of the Boyal CommiBsion on Co-operative 
Movement in Ceylon, arrived in New Delhi on February 17 
and had dlscusaioiu with Mr Jagjivan Ram, union Minister 
for Food, Agriculture, Community Development & Co-operation, 
and Mr M. S. Gurupadaswamy, union Minister of State for 
Co-operation. The commiBsl<m, appointed by the Government 
of Ceylon, is enquiring into the present state of co-operative 
movement in Ceylon with special reference to its role in the 
development of its economy in agricultural and industrial 
sectors. The commission also discussed With Prof D. R. Gadgil, 
Deputy Chairman of the Plaiming Conunission, the role of 
co-operative movement in the forthcoming five-year plans of 
our country. 

INDIAN PETROLEUM CONFERENCE 

The 'Third Indian Petroleum Conference will be held in 
Duliajan, Upper Assam, field headquarters of Oil India Ltd, some 
time In February 1970. It was earlier decided that Oil India Ltd, 
and the Oil and Natural Gas Commission, the two national 
agencies presently concerned with the exploration and develop¬ 
ment of indlgmous sources of crude oil in the country, will iday 
host alternatively to the conference. The first confemce was 
hMd in Duliajan, Upper Assam, in February, 1968, and the 
second recently concluded its deliberatton at ^roda, Gujarat. 

FERRO-ALLOYS PLANT 

The metal and ferra aUoys plant of the Sondur Manganese 
and Iron Ores Ltd was inaugurated by M^ S. Nijolingappa, 
Presidail, Indian National Congress, on February 20. Mr 
Veerendra Patil, Chief Minister of Mysore, presided on the 
occasion. The lB,000-kVa electric rsduetion furnace will be 
producing 40,000 foundry-grade pig iron to meet the need of 
speclelised foundries and snginaering works for quallly idg 
iron. The company has already eatablisbed Itsril aa an expor¬ 


ter of manganese ore. It has undertaken mechanisatirm and 
electrificatiim of its mines with the help of the Minerals and 
Metals Trading Corporation. The company baa also been able 
to export iron ores. The unit has the technical and financial 
collaboration of Societe Antmyama D’ AppUcations De Chimle 
Industrieile, Belgium, and Industrial and Mining Investment 
Corporation of Luxembourg. During the last 15 years, the 
company has made substantial progress through continuous 
expansion. Production of manganese ore. for instance, has 
increased from less than 30,000 tonnes in 1654 to more than 
210,000 tonnes in 1968. 

A.D.B.*$ LOAN TO MALAYSIA 

The Asian Development Bunk has approved a loan of US 
$2.8 million to the Government of Malaysia to finance tim 
foreign exchange outlay on the first two stages of two palm 
oil mills of the Federal Land Development Authority <FLDA) 
in the State of Pahang, West Malaysia. 

CREDIT FOR SMALL INDUSTRIES 

The Saninor on Credit Facilities for Small-Scale Industries 
organised by the Development Commissioner, Small-Scale 
Industries, Ministry of Industrial Development and Company 
Affairs, was held under the presidentship of Mr Bhanu Prakash 
Singh, Deputy Minister for Industrial Development and Com¬ 
pany Affairs, on February 21, in New Delhi. The seminar 
was inaugurated by Mr Morarjl Dcsal, Deputy Prime Minister. 

INDONESIAN FOREIGN MINISTER’S VISIT 

Mr Adam Malik, Indonesian Minister for Foreign Affairs 
was recently in this country on a four-day visit at the 
invitation of our government. He called cm Mr Dlnesh Singh, 
Minister tor External Affairs, and the Prime Minister, Mrs 
Indira Gandhi. 

THAI TRADE DELEGATION 

An 11-member economic and trade delegation from ’Thai¬ 
land was on a visit to this country from February 19 to 24. 
The delegation was led by Mr Nam Phoonwathu, Director- 
General of Foreign Trade Deparbnent. A trade agreement 
between our country and ’Thailand was concluded in Bangkok 
recently. 

NAMES IN THE NEWS 

Mr J. C. Finlay, M. Cm Chief Hepresentoiive ot the Burmah 
on Group of Companies in India and Managing Director, 
Oil India Ltd, has been elected to the Boards of the Assam 
Oil Company Ltd, and the Burmah Oil Company (India 
Trading) Ltd, both subsidiaries of the Burmah Oil Company 
Ltd, London. 

klr Walter O. Habcnneler, of Germany, has been designated 
Treasurer of the International Monetary Fund. His anoint¬ 
ment became effective from February 1, 1969. 

Mr KelUi Granville, Managing Director of BOAC, was in 
Bombay for two days recently. This was his first visit after 
assuming that office. With him was Mr BasU Bampfylde, who 
was BOAC’s General Manager, Eastern Region, for 10 years 
before becoming Deputy CommerciM Director recently. 

Mr J. Id. Panama has been elected the now President of 
the Associated Chambers of Commerce and Industry of India. 
He has also been re-elected President of the Bengal Chamber 
of Commerce and Industry, Calcutta, lor the year 1969-70. 
As President of the Associated Chambers. Mr Parsons succeeds 
Mr N. M. Wagle. the former President of the Bmnbay Chamber 
of Commerce and Industry. 

Hr Pravinchandra T. Gandhi has been 
elected as President of the Indian National Committee of the 
International Chamber of Commeree for the year 1969.70. At 
present Vice-President of the Bidta National Committee, be 
■ will take charge from Mr L. N. Biria on June 7, 1969, at the 
close of the XXlInd Congress at IritematioDBl Chamber of 
Commeree. 
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Company Affairs 


NATIONAL AND 6RINDUYS 

LORD ALDINGTON, Chairman, National and Grindlays Bank, 
revealed in a statement issued on the occasion at the annual 
general meeting of the bank held recently that, subject to 
appropriate shareholders consent. Ottoman Bank branches 
would join the bank. He added that the participation of First 
National City Bank of New York, would also incteasc the capi¬ 
tal resources of tlu* bank. He observed that the year 196(1 re¬ 
corded considerable progress and 21 new branches and sub¬ 
branches were opened by the bank. The consolidated bi lancc 
sheet recorded an increase in deposits during 1068 of above 
£90 million. During the same year advances increased around 
£30 million recording a rist( of 15 per cent. Consol dated 
profit were estimated for the year 1968 at £1.50 million as 
again.st £1.30 million for 1067. Lord Aldington pointed out 
however, that in India profitability was lower in the first 
half of the year though during the second half there was some 
improvement. The chairman was confident that with new 
methods and new machines better results would be achieved 
and greater satisfaction would be provided to the customers. 

The chairman indicated that the directors of the bank 
decided to recommend a total dividend for tbe year 1061 at 
13.97 per cent as compared with 13.5 per cent last year. The 
directors have also deciderl to pay a first interim dividend of 
3 per cent lor the year 1960 in accordance with the practice 
followed in the last three years. The bank had 242 branches 
and aub-branches in overseas areas and the chairman hoped 
that by March 1, 1969, the total would Increase by 52 branches 
from Ottoman Bank making a total of 204 branches and sub¬ 
branches. Tbe chairman was hopeful that this process of 
expansion would continue in the years to come. 

J.K. COTTON 

Jugilal Kamlapat Cotton Spinning and Weaving Mills 
Co. Ltd proposes to issue shortly for public subscription 
25,000 (10 per cent) cumulative redeemable preference shares 
of Rs 100 each at par payable in full on application. The 
entire public issue has been underwritten. The company has 
an authorised capital of Rs 5 crores and an issued and paid-up 
capital of Rs 142.87 lakhs. The proceeds of the Issue will be uti¬ 
lised for financing partly tbe television project undertaken by 
the company. The company has obtained a licence to manufac¬ 
ture 10,000 television sets a year. The capacity will be expan¬ 
ded in due course. The technical know-how will be provided 
by the Central Electronics Engineering Research Institute. 
rUani. The new factory is located at Kanpur. Mori of tbe 
plant and equipment has already arrived and been installed. I'he 
new unit, which is known as J.K. Electronics has already gone 
into trial production. Import licences for foreign components 
to be used os raw materials for producing television sets have 
already been received and some consignments have arrived. 
The total capital outlay on the project Is estimated at Rs 65 
lakhs, which wUl be met by issue of preference shares (Rs 25 
lakhs), bank borrowings (Rs 25 lakhs) and Internal mourci's 
(Rs 10 lakhs). 

SOUTH MADRAS ELEaRIC 

The board of South Madras Electric Supply Corporation 
Ltd has sought the shareholders’ approval to utilise Rs 42.31 
lakhs received as compensation for its Mayavaram-Mannargudi 
Tlruvarur Elaetrical Undertaking, acquired hy the Tamil Nadu 
government, In any manner that the board may deem fit. The 
sanction will also apply to the utUlaatkm of any further 
amount that nuy be received by the company. The company 
has claimed a total compensation of Rs 1413 crores against 
which the govemmeiit tea awardad a provisional compensation 


of Rs 99.59 lakhs. After deducting a sum of Rs 19 lakhs from 
the 75 per cent of the provisional compensation, the government 
has deposited a sum of Rs 55.69 lakhs with the Reserve Bank 
out of which an amount of Rs 13.38 lakhs has been claimed by 
tbe stuff and the workers. The company has filed objections 
to this claim, but pending its settlement the authorities have 
directed it to di.sburse the balance of Rs 42.31 lakh.s. 

DANFOSS (IKDiA) 

Dantoss (India) Limited has opened a new factory in 
Ghaaiabad, near Delhi. The new factory, which baa recently 
commenced production, was visited Uv Mr I.‘ K. Gujrai, 
the union Minister for Information & Broadcasting, Mr H, A. 
Bierlng, Ambassador of Denmark and Mrs Biering, Mrs Mads 
Clausen, Chairman, Danfoss A/S of Denmark, Mr H. Holck- 
I..aiscn. Chairman. Larsen St. Toubro Ltd, and Mr A. Jepian, 
Managing Director, Danfoss A/S, Denmark. Danfoss (India) 
Ltd manufactures the well-known range of Danfoss controls, 
which ore used by a large number of industries and ate 
part of the original equipment in domestic refrigerators, 
ice-cream cabinets, water coolers, fold storages, industrial 
air-conditioning and refrigertaion, transport refrigeration, air 
compressors, water pumps and water supply Installations, low 
pressure gas cylhiders, automobiles, tructe, jeeps, lotnnal 
combustion engines, instrumentation and automation of Indus¬ 
trial plniits, etc. The bulk of the products made In this 
country in these lines have Danfoss controls fitted on them. 
Danfu.ss (India) Limited's Bombay factory started production 
in 1962 of Danfoss thermostats. A number of other products 
have been added since then, such as driers, pressure controls, 
etc. New products to be manufactured in the Ghaziabad factory 
include expan.sion valves, high and low pressure cutouts and 
differential pressure controls, solenoid valves and shut-off 
valves for low pressure gas cylinders, rela.vs and overload 
protective devices. 

WESTERN BENGAL COAL 

Western Bengal (^1-fields Ltd will enter the capital 
market some time next month with an offer of 15,000 (9.5 per 
cent) redeemable cumulative preference shares of Rs 100 each. 
The proceeds of the Rs 15-lakh capital Issue will be utilised 
to finance the company's expansion programme. The company’s, 
expansion plans envisage an increase in its coal raUings from 
957,000 tonnes to 1,620,000 tonnes by 1971-72. It is expected 
to cost the company about Rs 1.34 crores. The company 
will rai.se about Rs 1.19 crores from Its internal resources 
and the l)alance from the preference Issue. The directors of 
the company feel that its gross profit will rise by more than 
100 per rent over the next four years, barring unfo res aa n 
tatcors. The company which has an authorised capital of 
Rs 2 crores has already Issued fully-paid equity shara 
worth Rs one crore. With the amalgamation of the Central 
India Coal-fields Ltd with it in 1067, the company's capacity 
rose by 79,000 tonnes per month. 

COROMANDEL FERTILISERS 

Coromandel Fertilisers Ltd incurred a loss of Rs 3.87 crores 
tor the year ended September 30, 1968. The loss was anti¬ 
cipated by reason of late plant start-up coupled with full 
depreciation and long-term interest charges. The factory 
began production satisfactorily, but .suffered considerably from 
lack of reliable power supply. An unprecedented drought fai 
Andhra Pradesh adversely affected sales. Despite these eel- 
backs, tbe company hopes to fulfil expectattone this year. Tbe 
directors in their report point out that production of urea 
started on December 15. 1967, and tiut of comidex 28-2B-0 
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on February 5, 1968. Normal start-up problem* were encoun¬ 
tered, but by September 1968, the plant prMuetlon reached 
about 85 per cent of designed capacity. Succeuful phmt opera¬ 
tion and reduction in prices of two major raw materials, i.e., 
sulphur and rock phosphates have enabled the company to 
reduce the price of complex 28-28-0 by Rs 40 to Rs 1,191 per 
tonne exclusive of taxes, effective from December 10, 1968. 
The company is, however, concerned over the irregular supply 
of railway wagons. Net sales during the year under review 
were Rs 11.08 crores against Rs 3.81 crores In the previous 
year. 

ANDHRA SUGAR 

Andhra Sugar Lid has earned a higher profit of Rs 68.22 
lakhs for the year ended September 30, 1908, against Rs 18.98 
lakhs for the previous year, after providing for depreciation. 
The general reserve gets Rs 6 lakhs, dividend reserves Rs 
13.60 lakhs and development reserves Rs 30 lakhs. The 
company proposes to maintain the equity dividend at 12 per 
cent subject to sanction by the Industrial Finance Corporatton. 

NACNEILL A BARRY 

Macneill St Barry Ltd proposes to raise the interest rate 
on its outstanding debentures from B to 7.79 per cent per 
annum on the condition that the maturity date Is extended 
by IS years to April 1. 1988. The proposal has lieen made 
to the debenture stockholders with a view to conserving funds 
for the company’s expansion and diver^icatlon. The proposal 
would also be advantageous to the debenture stockholders as 
they would receive an immediate increase In the rate of 
interest, bringing it in line with the current yield on new 
debenture issues, and would broaden the marketability of 
debenture stock. Debenture stockholders who are not agre^* 
able to the postponement of the date of maturity will be paid 
in ca*h the amount due on the maturity date, namely April 
1, 1971, and, in the meantime, they will be paid interest at 
the rate of five per cent per annum. The total outstanding 
debenture slock amounts to Rs 73.60 lakhs. 

E.I.D. PARRY 

The directors of E.I.D.. Parry Ltd have recommended a 
final dividend of 6.75 per cent for the year ended September 
30, i968, against 5.50 per cent paid for the previous year. 
This tog^her With the interim dividend of 3.25 per cent, against 
2.2S per cent paid lust year, makes a total of 10 per cent 
fof the year against 7.75 per cent for 1066-67. The higher 
dividend follows a marked rise in the company’s earnings. 
The group pre-tax profit amounts to £1.48 million agaimst 
£0.95 mlUlcm for 1966-67. The provision for taxation is lower 
at £0.477 million against C0.630 million. The net profit, after 
deduction of proportion of profits of subsidiary companies 
attributable to outside shareholders' interests is substantially 
higher at £092,000 against .£324.000. The dividend payments 
for 1967-08, In terms of rupees, will account for Rs 56.93 lakhs 
against Rs 45.93 lakhs for 1966-67. 

fIBREGLASS PILKINGTON 

Fibreglass Pilklngton Ltd expect to record an increased 
turnover during 1968-69 to the extent of 18 to 19 per cent, as 
compared to that in the previous year. This was stated by 
the Managing Director of the company recently. He added 
that the demand for fibreglass yam was more than the supply. 
The company had recently received equipment to step up this 
production. On installation of the new machinery, produc¬ 
tion ot fibreglass yam In the country would be more than 
doubled. Further increase in the production of this Item was 
planned for a subsequent stage in the current year. Every¬ 


thing would, however, depend on the grant of import Ucencei 
for esaenttal equipment not available within the country. 

I.C.I.C.I. 

The audited accounts of the Industrial Credit and Invest¬ 
ment Corporation of India Ltd for the year ended December 
31, 1968, revealed a net profit, after providing for dq>recia- 
Uon and taxation, of Rs 143.69 lakhs as against Rs 139.74 lakhs 
- last year. The directors have decided to recommend a divi¬ 
dend of nine per cent subject to tax on ordinary shares. 

INOiAN HUME PIPE 

The shareholders of Indian Hume Pipe Company Ltd at 
their extraordinary gmeral meeting held recently approved 
a resolution declaring an additional dividend of one rupee per 
share for the year ended June 30, 1968. This dividmd would 
be payable to those shareholders whose names stand on the 
company's register on February 15, 1969. 

CANARA BANKING CORPONATION 

* Tile Canara Banking Corporation Ltd has shown a profit 
of Rs 4.77 lakhs (after providing for taxation and for payment 
of bonus to staff) for 1968 against the pre-tax profit of Rs 12.49 
->' lakhs for the previous year. The surplus is Rs 4.21 lakhs of 
which the reserve fund gets Rs 85,060. An equity dividend 
ot 10 per cent has been recommended. Deposits of the bank 
during the year have gone up from Rs 18.37 crores to Rs 19.82 
crores and advances from Rs 10.80 crores to Rs 12..33 crores. 
While the reserves have gone up from Rs 34.50 lakhs to Hs 
.35.53 lakhs, total working funds have risen from Rs 21.98 
crores to Rs 23.56 crores. 

UNIT PRICE RAISED 

The Unit Trust of India raised the sale and repurchase 
prices of units by five paise each with effect from February 
19 to Rs 10.65 and Rs 10.15 per unit respectively. 


THE CALCUTTA ELECTRIC SUPPLY CORPORATION 
LIMITED 

(Ineorporatod In England) 

Notice is hereby given that the Board of Directors of 
this Company have declared payment of a Final Dividend on 
the Company’s Preference Stock for the year ending 31st 
March 1969 at the rate of £3 per cent less income Tax at 
8s. 3d. in the pound equal to .£1. IS. 3d. per cent. Payment 
will be made on 3rd April 1969 to those stockholders whose 
names are registered in Company's Stock Register on 18th 
March 1969. 

Applications for transfers received in this Office before 
12 O’clock noon on Tuesday, the 16th March 1969 will, if 
otherwise satisfactory, be registered at that date for the 
purpose of participation in the above dividend. 

By Order of the Board 
D. P. M. KANOA 
Agent 


Victoria House, 

Calcutta, 18th February, 1869. 
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To Plug The Drain Of Foreign Exchange 

we 

RAYON - GRADE DISSOLVING PULP 

based on Kerala Bamboo 

produced and marketed 

by 

THE GWALIOR RAYON SILK MFG. (WVG.) CO., LTD., 

(Pulp Division) 
BHakootm—KoihSkode 

Gram; 'WOODPULP', Calicut. Phone: 3971-74 


Mg. Agts: Biiia (Gwalior) Pte Ltd, Gakutla 
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Allocation of Business of Ministries 


THE GOVERNMENT announced recently two notifi¬ 
cations further amending the Government of India 
(Allocation of Business) Rules 1961. These rules relate 
to allocation of business in respect of major economic 
ministries and they cam? into force with effect' from 
February 14, 1969. The notifications are reproduced in 
full below: 

NOTIFICATION 

In exercise of the powers conferred by clause (.3) of 
article 77 of the Constitution, the President hereby makes the 
following rules further to amend the Government of India 
(Allocation of Business) Rules, 1861, namely; 

1. Short title and commencement; (I) These rules may be 
called the Government of India (Allocation of Business) 
fSeventy Third Amendment) Rules, 1969. 

(2) They shall come into force with effect from Feb¬ 
ruary 14, 1969. 

2. In the Government of India (Allocation of Business) Rules, 

1991,-- 

(a) in the First Schedule, for the heading “Ministries, 
Departments. Secretariats and Offices” and the entries 
thereunder the following shall be substituted, namely 
"MINISIIUES. DEPARTUENT8, SECBETARlATES 
AND OFnCES 

1. Ministry of Defence: 

(With a Department of Defence Production and a 
Department of Defence Supplies within the Minis¬ 
try). 

2. Ministry of Education and Youth Services. 

3. Ministry of External Affairs. 

4. Ministty of Finance; 

(i) Department of Economic ATfairs. 

(ii) Department of Expenditure. 

(iii) Department of Revenue & Insurance. 

5. Ministry of Food, Agriculture, Community Develop¬ 
ment & Co-operaticn: 

(I) Department of Agriculture. 

(ii) Department of Food. 

(iii) Department of Community Development. 

(iv) Department of Co-operat:on. 

6 Ministry of Foreign Trade and Supply: 

(i) Department of Foreign Trade. 

(ii) Department of Supply. . 

7. Ministry of Health and Family Planning, and Wo.k^-, 
Housing & Urban Development; 

(i) Department of Health. 

(II) Department of Family Planning. 

(ill) Department of Works, Housing & Urban Deve¬ 
lopment. 

8. Ministry of Home Affairs; 

(With a Department of Administrative Reforms 
within the Ministry). 

9. M'niftry of Industrial Development, Internal Trade 
and Company Affairs; 

(1) Department of industrial Development. 

(tl) Department of Internal Trade. 

(ill) Department of Company Affairs. 

10. Ministry of Information & Broadcaating. 

11. Ministry of Irrigation & Power. 

12. Ministty of Labour, Employment & Rebabilitatlan; 

(1) Department of Labour A Bmptoyment. 

(ii) Departmant of IMubilitatlon. 

13. Ministry of Law; 

(I) Departmant of Legal Attain. 

(II) Lagtalative Dapartmant. 

14. Ministry of Petroleum and Ohamiesds and Mines and 
Metals: 


(1> Department of Petroleum. 

(11) Department of Chera'cnls. 

(iii) Department of Mines & Metals. 

15. M'nistry of Railways (Ra'lway Board). 

16. Ministry of Shipping and Transport. 

17. Ministry of Steel and Heavy Engineering. 

18. Ministry of Tourism dc Civil Aviation. 

19. Department of Atomic Energy. 

20. Department of Parliamentary Affairs. 

21. Department of Commiiniraiions. 

22. Di'paitment of Soeiul Welfare. 

23. Cabinet Secretarial; 

(I) Department of Cabinet Affairs. 

(ii) Department of Statistics. 

24. President's Secretariat. 

25. Prime Minister's Secretariat. 

26. Planning Commission. 

(b) in the Second Schedule,— 

(1) the heading “Ministry of Commerce" arrd the entries 
thereunder, shall bt? oinitterl; 

(ii) after the beading "Ministry of Fund, Agriculture, 
Community Development and Co-operation" and the 
entries thereunder and before the existing heeding 
“Ministry of Health, Family Planning, and Urban 
Development", the following heading and entries 
shall be inserted, namely; - 

“MINISTRY OP FOREIGN TRADE AND SUPPLY 
A. DEPARTMENT OF FOREIGN TRADE 
I. Trade 

1. Foreign trade. 

2. Slate trading. 

3. Protectiim of interests of Indian traders abroad. 

4. Trade missions and deirgullons. 

.4. Intemalional commodity agreement other than wheat 

6. International trade agreements. 

7. Import trade control. 

1!. Export trade control. 

il. Control of prires of export goods. 

in. Trade promotion, publicity and research. 

11. ECAFE and its committee on industry and trade. 

12. Export credit guarantee. 

13. Fairs and exhibitions abroad and in India; govern¬ 
ment showrooms and trade centres abroad. 

14. European Common Market. 

15. U.N. Conference on Trade and Development. 

II. Commercial Intelligence, .Statistics nnd 
Publications. 

16. Commercial intelligence and statistics. 

17. Comraercial publications including periodicals 

III. Enem.v Proiierly 

18. Reparations (other than CeiTnan Industrial Equip¬ 
ment). 

19. Control of trade with the enemy tmd enemy firms 
and rustudy of enemy propi*rtj’. 

IV. Plantation Industries 

20. Tea (The Tea Act, 1053): IntemoUonal Tea Regu¬ 
lation Scheme, export cess on tea. 

21. Rubber (The Rubber Act, 1947). 

22. Coffee (The Coffee Act. 1942). 

23. Clirdumom. 

V. Coir Industry 

24. Co-ordination of the development of the coir Indus¬ 
try; the Coir Industry Act, 1053. 

VI. Textiles, Jute and Sericulture 

25. Textiles, excluding industries relating to the produc¬ 
tion of noD-celluloslc synthetic fibres (Nylon, terylene, 
polyester, oerylio, etc.). 

26. Handloom tnduatry. 
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27. Jute. 

28. Sericulture. 

VII. Village Industries 

29. Handicrafts. 

VIII. Tariffs and Custonu 

30. General Agreement on Tariffs and Trade. 

31. Tariff policy (The Indian Tariff Act, 1934). 

32. Tariff Conunission (The Tariff Clonunission Act, 1931). 

33. Tariff valuation. 

34. Tariff protection to induatrieB. 

39. International Customs Tariff Bureau. 

33. Commonwealth Tariff Preferences. 

37. CHutoms nonumclature and similar matters. 

IX. Other subjects 

38. AU Attached or subordinate offices or other organi* 
aatiOGM concerned with any of the subjects spedfted 
in Qiis list, including: 

(i) Chief Controller of Imports and Exports, New 
Delhi. 

(il) Textile Commissioner, Bombay. 

(Ui) Jute Commissioner, Calcutta. 

(iv) Tariff Commission, Bombay. 

(▼) Director General of Cimunercial Intelligence and 
Statistics, Calcutta. 

(vi) Commodity Boards viz. Tea Board. Coffee Board, 
Rubber Board, Coir Board, Silk Board. 

39. State undertakings and government corporations relat* 
able to subjects specified in this list, including: 

(i) The State Trading Corporation Ltd. 

(li) The Minerals and Metals Trading Corporation 
Ltd. 

(Ui) The Export Credit and Guarantee CorporaUon 
Ltd. 

B. DEPARTMENT OF SUPPLY 

1. Purchase, inapection ond shipment of stores for the 
central government other than the items the purchase, 
inspection and shipment of which are delegated to 
other authorities by a general or special order. 

2. Disposal of sunduB stores. 

3. Residual work of supply and disposal relaUng to 
the late war organisations including the Directorate 
General, Aircraft, including Civil Maintenance Units 
and Directorate Gencn-al, Ship Repairs. 

4. AdministraUon of: 

(a) Directorate General of Supplies and Disiiosals: 

(b) National Test House, Alipore, Calcutta; 

(c) India Supply Mission, the United Kingdom; 

(d) India Supply Mission, the U.S.A. 

(ili) for the heading "Ministry of Health, Family Planning 
and Urban Development” and the entries thereunder, 
the following shall be substituted, namely; — 
“MINISTRY OP HEALTH AND FAMILY PLANNING. 
AND WORKS. HOUSING & URBAN DEVELOPMENT 

A. DEPARTMENT OF HEALTH 

I. Union Business 

1. Union agencies and institutes for research or for the 
promoUon of special studies in medicine and nutri¬ 
tion including .'ll! mutters relating to the:— 

(i) Central Research Institute, Kasauli. 

(li) The All Indio Institute of Hygiene and Public 
Health, Calcutta. 

(Ui) The Antigen Production Unit, Calcutta. 

(Iv) The Malaria Institute of India, Delhi. 

(V) The Central Drugs Laboratory, Calcutta. 

(vi) CoUege of Nursing, New Delhi. 

(vii) Lady Reading Health School & Ram Chand 
Lohia Infant Welfare Centre, Delhi. 

(viil) Hospital for Mental Diseases, Ranchi. 

(lx) WiUingdon Hospital & Nurring Home, New 
Delhi. 

(x) Safdaijong Hospital, New Ddhl. 

(xi) The Civil and Military Dispensary and the 


X-ray InstaUatton, Simla. 

(xii) The Dispensaries at Dum Dum and Santa 
Cruz Airports. 

(xiU) Medical Stores, Depots and Factories. 

(xiv) B.C.G. Vaccine Laboratory, Guindy. 

(xv) Medical CoUege, Pondicherry. 

(xvi) Contributory Health Service Scheme for Cen¬ 
tral Government Servants and members of 
their famiUes in Delhi & New Delhi. 

(xvii) Serologist and Chemical Examiner to the (3ov- 
emment of India, Calcutta. 

2. Port quarantine (sea and air) seamen's and marina 
hospitals and hospitals connect^ with port quarantine, 

3. Port and Air Port Health Organisations. 

4. Medical Examination of Seamen. 

5. International sanitoty regulaUons. 

6. World Health Organisation (WHO). 

7. Rockefeller Foundation and Ford Foundation. 

8. Prevention of Food Adulteration Act, 1954 and the 
Central Food Laboratory set up thereunder, 

9. Higher training abroad in medical and alUed subjects. 

10. Assistance under the Colombo and Point Four Pro¬ 
gramme. 

11. National Malaria Eradication Programme. 

12. National Fllaria Control Programme. 

II. List of business for LegislaUvc and Execu¬ 
tive purposes in respect of Union Territories. 

13 Local Government, that is to say, the constitution 
and powers of municipal corporations (excluding the 
Municipal Corporation of Delhi). Municipalities 
(excluding the New Delhi Municipal Committee), 
district boards and other local self-government ad¬ 
ministrations excluding Panchayati Raj institutions. 
14. The Delhi Water Supply and Sewage Disposal Com¬ 
mittee of the Municipal Ciorporation, Delhi. 

18. Public health and sanitation; water supply; sewage 
and drainage; bo.spitals; and dispensaries. 

16. Pilgrimages other than pilgrimages to places outside 
India. 

17. Burials and burial grounds; cremations and cremation 
grounds. 

18. Inru and Inn-keepers. 

19. Supply and distribution of cinchona and quinine. 

20. Scientific societies and associations pertaining to sub¬ 
jects dealt with in the Department. 

21. Charitable and religious endowments pertaining to 
subjects dealt with in the Department. 

III. List of business with which the Central 
Government deal in a Legidative capacity 
only for the Union and in both legislative 
and executive capacities for all Union Terri¬ 
tories — 

22. The medical profession and medical education. 

23. The nursing profession and nursing education. 

24. The pharmaceutical profession and pharmaceutical 
education. 

25. The dental profession and dental education. 

26. Homoeopathy. 

27. Lunacy and mental deficiency. 

28. Drugs standards. 

29. Objectionable advertisements relating to drugs and 
medicines. 

30. Prevention of the extension from one state to another 
of infectious or contagious diseases affectbtg human 
beings. 

31. Adulteration of Stuffs and Drugs. 

.32. Indigenous system of medicine. 

33. The Central Health Service. 

IV. Miscellaneous Business. 

34. The Medical Council of India. 

35. The Central Council of Health. 

36. Resettlement of demobilised medical and auxiliary 
medical personMl. 
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37. Bad Craai auaiit problama reUttag to protacUon ol 
pdaooan ol war and othar war victims. 

38. Daotal Council of India. 

39. Indian Muraing Council. 

40. Ptaannaey Council ol India. 

41. Indian Ptaaimacoepia Committee. 

43. B.C.G. Vaccination against Tuberculosis. 

43. Conceaaion ol medical attendance and treatment lor 
central government servant other than (i) those in 
Railway Service (ii) those paid Irom Defence Ser- 
vices Sstimates (iii) officers i^vemed by the Ail 
India Service iM.A.) Rules, 1964 and (iv) ofiicers 
governed by the Medical Attendance Rules, 1855. 

44. Medical examination and medical boards for Central 
Civil Services (other than those controlled by the 
Ministry of Railways and those paid from Defence 
Estimates excepting Civilian Services). 

46. Indian Red Cross Society. 

46. The Lady Herding Medical College and Hosp.tat, 
New Delhi, and the Kalavati Surau Children's llos- 
pltal, New Delhi. 

47. The Central Council of Local Scif-Uovemment. 

48. VallaUi Bhai Patel Chest Institute. 

48. All India Institute of Physical Medicine and Rehabili¬ 
tation, Bombay. 

50. Spas and health resorts. 

51. Drinking water supply and sanitation. 

53. Collection and collation of information with regard 
to local bodies, aU stales and union territories. 

53. Trachoma Pilot Project. 

54. Leprosy Control Scheme. 

55. Reimbursement of customs duty on gilts of non¬ 
consumable medical stores received from abroad. 

56. The Indian CouncU of Medical Research, New Delhi. 

57. The All India Institute of Medical Sciences, New 
Delhi. 

58. Catittaranian National Cancer Research Centre, Cal¬ 
cutta. 

59. Central Institute ol Research on indigenous Systems 
ol Medicine, Jamnagar. 

60. Post-Graduate Training Centre, Jamnagar. 

61. Physiotherapy Training Centre, King Edward Memo¬ 
rial Hospital, Bombay. 

62. Central heptoty Teaching and Research Institute. 
Madras. 

63. All India Mental Health Institute, Bangalore. 

84. Nutrition Research Institute, Coonoor. 

65. Olfoices against laws with respect to any of the 
matters in the above list. 

66 Inquiries and statistics for the purpose of any ol the 
matters in the above list. 

67. Fees in respect of any of the matters in the above 
list, but not inducting fees taken in any court. 

B. DEPARTMENT OP FAMILY PLANNING 

1. Policy and organisation for family planning. 

2. Maternity and child welfare. 

3. (i) Organisation and direction of education, training 

and research in all aspects of family planning. 

Including higher training abroad. 

(ii) Family Planning Training and Research Centre. 

Bcunbay. 

(lit) Family Planning Training, Uemonstrntiem and 

Experimental Centre, Ramanagrom. 

4. Production and supply of aids to family planning. 

5. Liaison with foreign countries and Internationa) bodies 
as regards matters relating to family planning. 

6. Inquiries and statistics relating to family planning. 

7. Demographic Training and Research Centre, Bombay. 

C. DEPARTMENT OF WORKS, HOUSING 
AND URBAN DEVELOPMENT. 

L Property ol the union (not being ndlwey, naval, 
mUltory or air forca works or being the property of 


the Department of Atosoic Energy) except (ObuUd- 
ings, the conatructiem ol which baa baen financed 
otherwise than from the dvil works budget and (ii) 
buildings, the control of which has at the time ol 
construction or subsequently, been permanently made 
over by the Department of Works, Houaing and 
Urban Devdopment to anotlier Ministry. 

2. AU government dvil works and buildings induding 
those ol umon territories exdudlng roads and exdud- 
ing works executed by or buUolngs belonging to the 
Railways. P lit T and the Dcparbueni of Atomic 
Energy. 

3. Horticultural operations 

4. Indian Service ol Enginetn'S. 

5. Administration of government estates under the 
control ol the Department of Works, Housing and 
Urban Developmimi at Delhi, Bombay, Cialcutia, Simla, 
Nagpur, etc. Move ol offices outside Delhi mduchng 
the eateUite townships around Delhi; deconcentratian 
ol offices Irom Bombay and Calcutta; location ol 
new offices in Dilhi, Calcutta, Bombay and Simla. 

6. Allotment of accommodaUon in Vigyon Bbavan. 

7. Administration of the Requisitioning and Acquisition 
of Immovable Property Act, 1952. 

8. Control and administration of the Grand Hotel, Simla 
and Government Hostels. 

9. Administration ol Delhi Hotels (Control of Accom¬ 
modation) Act, 1949. 

10. The Public Premises (Eviction of unauthorised occu¬ 
pants) Act, 1958. 

11. Administration of RehabUitatlon Market—^Raialna 
Road Market; Sarojini Market, Sarojlni Nagar; New 
Central Market, Connaught Circua; Kamala Market 
and Pleasure Garden Market. 

12. Formulation ol housing policy and programme, Re¬ 
view ol implementation of the Plan schemes. Collec¬ 
tion and dissemination of data on houaing buiiding 
materials and building techniques. General meoaurea 
for reduction of buUding costa. International co¬ 
operation and technical assistance in bousing. 

13. Stationery and printing lor the Government of India 
including official publications. 

14. Urban Development Including slum clearance schemes 
and the jhuggl and jhonprl removal scheme. 

13. Town and Country Planning; matters relating to 
Calcutta Metropolltal Planning Organisation. 

16. Scheme of large scale acquisiUon, development and 
disposal of land iu Delhi. 

17. Delhi DcvelopiTient Authority. 

18. Improvement Trusts. 

19. Master Plan of Delhi. Co-ordination ol work In 
respect ol the Master Plan and alum clearance in 
the Union Territory of Delhi. 

20. Administration of the Delhi Development Act, 1957. 

21. The Delhi Rent Control Act, 1858; and evictions 
in Delhi. 

22. Development of government colonies in Delhi. 

23. Allotment of government lands in Ddbl. 

24. All attached or subordinate offices or other organi¬ 
sations concerned with any of the guhjects epoclfied 
in this Usi 

25. Public sector projects fslUng under the subjects 
included in this list except such ncojects as are 
specIficBlly allotted to any other Department. 

(Iv) for the heading “Ministry of Industrial Development 
and Company Affairs’* the heading "Ministry of Industrial 
Development, Internal Trade and Company Affairs” 
shall be substituted: 

(V) under the heading “Ministry of Industrial Development, 
Internal Trade and Company Affairs”, after the sub¬ 
heading "A. Department (rf Industrial Devdopment" 
and the mtrles theraunder, the aub-headlng *3. Depart- 
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ment of Internal Trade” and the following entries shall 
be Inserted, namely: — 

“B. DEPARTMENT OF INTERNAL TRADE 

I. Trade 

1. Internal Trade. 

2. Inter-State Trade; the Spirituous Preparation (Inter- 
State Trade and Commerce) Control Act, IKS. 

3. Ccmtrol of Futures Trading (The Forward Contracts 
(Regulation) Act. 1352). 

4. Essential Commodities Act (supply, prices and dis¬ 
tribution of essential ccnnmodities not dealt with 
specifically by any other ministry). 

II. Trade Murks, etc. 

5. The Trade and Merchandise Marks Act. 1953. 

8. Ebnblems and Names (Prevention of Improper IJsel 
- Act, 1950. 

7. Standards of weights and Measures. 

III. VlUiige Industries 

8, Co-ordmation and development of villuise industries 
including Khadi. 

0. Ambar Charklia. 

IV. Other subjects 

10. All attiicbed or subordinate offices or other organi¬ 
sations concerned with any of*.he subjtets specified 
in this list, including Forword Markets Commission, 
Bombay. 

(Vi) for existing sub-heading “B. Department of Company 
Affairs” the sub-heading Department of Company 
Affairs” shall be substituted; 

(vii) alter the heading “Ministry of Railways (Railway 
Board)" and the entries thereunder and before the head¬ 
ing ''Ministry of Steel and Heavy F.nKiiieermg", the 
beading “Ministry of Shipping and Transport” and the 
entries thereunder, shall be inserted. 

In another notification Issued on the same day, the Pre¬ 
sident has made the following further amendment to the 
Oovemment of India (Allocation of Business) Rules, 1961, 

NOTIFICATION 

(a) in the First Schedule,- 

ti) for entry 3, the following entry shall be substituted, 
namely :- 

"3. Ministry of Education and Youth Services”; 

(ii) for entry 14, the following entry shall be substituted, 
namely 

“14, Ministry ol Petroleum and Chemicals and 
Mines A Metals: 

ti) Department of Petroleum. 

(ii) Department of Chemicals. 

(iii) Department of Mines & Metals."; 

(Ill) lor entry 16, the following entry shall be substituted, 

namely; — 

“16. Ministry of Steel and Heavy Engineering”; 

(iv) for entry Itt, the toitowing entry shall be substituted, 
namely: — 

•*18, Ministry of Shipping and Transport”; 

(b) in the Second Schedule,— 

(i) for the beading “Ministry of Education the heading 
“Ministry of Education and Youth Services" shall 
be substituted; 

(ii) for the heading “Ministry of Petroleum and Chemi¬ 
cals" and the entries thereunder, the following shall 
be substituted, namely:— 

"MINISTRY OF PETROLEUM AND CHEMICALS 
AND MINES & METALS 

A. DEPARTMENT OF PEl’ROLEUM 

1. Production, supidy, distribution and prices of petro¬ 
leum and petroleum products. 

2 Exploration for and exploitation of oil resources in 
In^ including the setting up of participatory 
projects e.g.. Indo-Stanvac Petroleum Project, Oil 
IniRa Ltd., etc. 

3. Setting up of oU refineriei In India. 


4. ProducUna of refinery piodueta by— 

(i) Standard Vacuum Refinery Company, Bombay; 

(11) Burmah-aiell Refinery. Bombay; 

(iii) Caltex Refinery, Visakbapetnam; and 

(iv) Assam Oil Company Ltd, Digbol. 

5. Setting up of lubricating oil plants. 

6. Administration of the Petroleum Act, 1984, and the 
Rules made thereunder. 

7. Setting up ol a distribution organisation for the sale 
of petroleum and petroleum products. 

8. Planning, developmmit and control of, and assiiitance 
to, all industries dealt with by the Department. 

6. All attached or subordinate offices or other organi¬ 
sations concerned with any of the subjects specified 
in this list. 

lU. Public sector prujevts fulling under the subjects 
including in this list except such projects as are 
specifically allotted tu any other department. 

B. DEPARTMENT OF CHEMICALS 

1. Fertilizers. 

2. Petro-chemicals. 

3. Industries relating to the production of non-cellulosic 
synthetic fibres (Nylon, terylene, polyester, acrylic. 
^.). 

4. Synthetic rubber. 

5. Drugs and other line chemicals, 

6. Plastics, including the industry of fabrication ul 
plastics. 

7. Dyestuffs. 

8. Caustic soda and Soda ash. 

9. Chlorine. 

10, Sulphuric acid. 

11 Soaps and detergents. 

12. Insecticides. 

13. Antibiotics. 

14. Power alcohol. 

15. Planning, development and control of. and assistance 
to. all industries dealt with by the Department. 

16. All attached or subordinate offices or other organi¬ 
sations concerned with any of the subjects specified 
in this list. 

17. Public sector projects fulling under the subjects 
included in this list except such projects as are 
specifically allotted to any other department. 

C. DEPARTMENT OF MINES AND METALS 

1. Production, supply, distribution and prices of coal 
and coke. 

2. Exploration of lignite deposits in India. 

3. Setting up of synthetic oil plant based on coal and 
low temperature eartxmization plants for the pro¬ 
duction of smokeless domestic coal. 

4. Administration of Coal Mines (Conservation and 
Safety) Act, 1952. 

5. Administration of Coal Grading Board Act. 1950. 

6. Administration of tite Coal Bearing Areas (Acquisi¬ 
tion end Development) Act, 1997. 

7. Regulation of mines and minerals development under 
the Mines and Minerals (Regulaticm and Develop¬ 
ment) Act, 1957 and other union laws including 
questions concerning various states and Incidental 
business in respect of these. 

8. AU metals (other than those dealt with in the 
Ministry of Sted & Heavy Engineering ) such as 
aluminium, zinc, copper and all minerals not covered 
by entries 1 to 7 above. 

9. Planning, development and control of, and assistance 
to, all industries dealt with by the department. 

10. Geological Survey of India. 

11. Indian Bureau of Mipes. 

12. AU other attached or subordinate offices or other 
organlsationa concerned with any of the sufaieeta 
specified la this list 

IS. Public sector projects falling under the subjects 
Included in this list except such prajeets as are 
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vcdfleallr allotted to any. otter tepartmeat 
alniiUy.";. 

(iU) tbr the heading “Miniatiy o( Steel, Mines & Metals” 
and the entries thereunder, the following shall be 
• substituted, namely;— 

“MINISTRY OF STEEL & HEAVY ENGINEERING 

1. Steel plants in the public and private sectors, the 
recoUing industry and terro-alloys including all future 
development. 

2. Development of ore mines, coal washeries etc., for 
steel plants. 

3. Productitm, distributitm, prices, imports and exports 
of iron and steel and ferro-alloys. 

4. FlaiininE development and control of, and assistance 
.. .to..all iron and stjsel industries. 


& The following public sector projects: 

(1) Heavy Engineering Corporaticm, Ranchi. 

(U) Mining and Allied Machinery Corporation, 
Durgapur. 

(ill) Triveiii Structurals, Allahalwd. 

(iv) Tungabhadra Structurals Limited; and 

(v) Bharat Heavy Plates and Vessels. 

6. Other public sector projects falling under the sub¬ 
jects included in this Ust, except such projects as 
are specifically allotted to any other department. 

7. All attached or subordinate offices or other organi¬ 
sations concerned with any of the subjects specified 
in this list."; 

(Iv) for the heading “Ministry of Transport and Shipping” 
the beading “Ministry of Shipping and Transport" 
shall be substituted. 


Railway Budget: 1969-70 


there will be no increase in passenger fares ani 
freight rates during the coining financial year, accord¬ 
ing to the Hailway budget for 1969-70, presented to the 
Lok Sabha on February 19, by the union Minister for 
Railways, Dr Ram Subhag Singh. The budget shows 
a small surplus of nearly Rs 2 crores, the first surplus 
in four years, which the Railway Minister said would 
be realised unless costs went up for reasons beyond 
the Railways' control. Extracts from the Railway 
Minister’s speech are reproduced below: 

In the revised estimates for 1967-68, which were presented 
to this House a year ago to the day, it was anticipated that 
after meeting fully all the working expenses and providing 
Rs 95 crores for depreciation and Rs 10 crores for the pension 
fund there would be a net revenue of Rs 118,49 crores which 
was Rs 22.59 crores short of the dividend payable to the 
general revenues. When the accounts for the year were closed, 
the net revenue was reduced to Ra 110 crores. This deteriora¬ 
tion was due primarily to shortfall in gross traffic receipts, 
and despite a reduction in both working and miscellaneous 
expenditure. The dlvidmd payable to general revenues had 
increased by Rs 45 lakhs. The gap between net revenue and 
the dividend due was Rs 31.53 crores and was met by with¬ 
drawal from the revenue reserve fund. 

Significant improvement 

I am happy to inform the House that the picture of the 
current year is somewhat better. Compared to the near stagna¬ 
tion In the last two years, there has been an Increase of 5.7 
per cent In the average of the general Index of industrial pro¬ 
duction (base 1960=100) In the first eight months of 1968 
over 1867. Agricultural producUcm for crop year ending June, 
IJ968, has registered significant improvement in the production 
of foodgralns, oilseeds and other crops. The derived demand 
for rail transport has reflected the improvement in the economy, 
and in the first nine months of the current financial year 5.5 
million tonnes more of revenue-earnlog goods traffic has been 
lifted. There is reason to hope that the revenue earning 
tonnage this year will reach the level of i70A million tonnes 
showing an Increase of a little more than eight million tonnes 
instead of the seven million anticipated in the budget. Taking 
Into account the rationalUetion of the coal tariff effected 
from November last, goods earnings for the current year are 
expected to be Rs 21 crores more than the budget estimate 
of Rs 646 crores. It is a matter of latisfactlon tiiat the Railways 
teve been able to carry all the additional traffic in the current 
year although operation on a number of zmal railways was 
handicapped for sovaral teaaone during tte course of the year. 
There Were a number of unusually long intemwtlons In rail 
odBoaunioatfons due to floods t h ree wesks in July to Rajas¬ 


than, lour weeks in August on the Bulsar-Baroda section ot 
tte western railway, about a month in October on tte metre 
gauge line to Aaaam and over three months on the broad gauge 
line, and a complete suspension of traffic over a portion of 
tte East Coast route on tte south-eastern railway which took 
nearly lour months to repair. There were otlier difficulties 
too, such as those caused by the strike by firemen of the 
southern and southcentral railways in July and the 'go slow’ 
attitude of some of the running staff of the eastern railway 
in September. 

Special Demand 

1 would like to mention the specially difficult transport 
demand that was made on the Railways to move large quantities 
of foodgralns from Punjab and Haryana out of tiie lost bum¬ 
per harvest gathered to these two atates. It was a considerable 
acbievemeni on tte part of the Railways to have moved 1.7 
million tonnes of wheat from Punjab and Haryana to various 
parts ot the country within a period of three months, from 
May to July. This massive movement coupled wtth tte 
breaches on the western and south-eastern railways created 
difficulties for the movement of coal in the first half of tte 
year. But here again, the special effort made by the Railway! 
bore fruit and they moved about six per cent more coal by 
December this year than in the corresiionding period ot the 
previous year. The higher tempo of movement that has been 
achieved wiU be kept up throughout this busy season and 1 
have no reason to doubt that tte still higher levels of traffic 
that we can expect in the next and the following years as tte 
fourth five-year Plan gathers momentum will be carried by 
the Railways with beneiit to themselves and to tte country's 
overall economy. 

While the Railways have done well this year to goods 
traffic, passenger traffic has been disappoinUng with a fMl 
in the first four months of tte year as compared to tte traffic 
level of the corresponding period of tte previous year. This 
fall seems to have been due to an early monsoon and the 
floods and breaches 1 have mentioned earlier. In suburban 
traffic there was e heavy shift from tte booking of single 
journey tickets to tte booking of season tlrkets obviously 
because tte increase made to tte beginning of tte year was 
much less in season ticket fares than to single Journey tares. 
Perhaps, there has also bean some diversion of short dlstenee 
traffic from rail to road due to our having increased the 
minimum railway fare from 15 to 20 poise. Frankly speaking 
1 am not unhappy over these developme.tts since taereeie to 
the proportion of season tickets reduces pressure on tte book¬ 
ing windows and the diversion of short distance traffic to 
tte road helps to removing congestion on our trains. X may 
also mention that fares charged tor diort distances do not 
cover full costs. Since August, passenger trotfle has shown 
signs of steady revival, but I am not hopotul that tte earnings 
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from pBsseagiir uatOc Jo the cumot yau-«iU naeh the 
budget estimate of Bs 378 croiet. The tevised citinutte has 
been placed at Rs 12 crores less, U,. at Ra 268 crores. The 
revised estimate for the gross traffic reoelpta lor the current 
year is placed at Rs B02.1S crores which makes lor ai improve¬ 
ment of Its B.05 crores on the budget estimate.- 

There ts au mcrease ol about Rs 26 crores iu the ordmary 
worlung expenses. The bulk of the increase is in the stall 
bill due to the last revision of dearness allowance from iiep- 
tember 1)166 accounting for Rs 6411 crores. revised rates ot 
UruveUmg and running allowances from March 1, 1886 
accounting tor Rs 3412 crores and merger ot a portion of 
dearness allowance with pay trom December 1886 accounting 
for Rs 4.82 crores. These tncreases make a total of Bs 18.76 
crores. But against this we have .been able to aecure some 
economies. The net increase in the stall bill cornea to Ra 11.25 
crores. 1 will not like to burden the honourable members with 
further details of the Increases in expenditure beyond men* 
Uouiug just a lew items where the Increases have been siuble 
—that on repairs and maintnumce ol Rs 6.08 crores of which 
repairs to floods damage account for Rs 3.20 crores, on hire 
lor telecommunication fadiitles belonging to the Posts and 
Talegraptaa Department including some additional arrear pay¬ 
ments amounting to Rs 1.50 crores, and on fuel at Bs 4.78 
crores mainly on account of increase in prices ot coal, excise 
duty on diesel oil and increase in electricity tariffs. Honour¬ 
able members will appreciate that the entire increase in 
ordinary working expenses is due to post-budget developments 
over which the Railways have had no control. In fact, the total 
of these increases is significantly more than the actual Increase 
in the revised estimate of ordinary working expenses, and 
1 am happy to point out to the House that the RaUways' efforts 
lor achieving economy have begun to bear some fruit In 
1867-6S there was no increase In the total number of stuff and 
in the current year I am expecting that the increase will be 
proportionately less than the expected increase of eight million 
tonnes in traffic. This is encouraging since nearly two-Uilrds 
of the working expenses is on staff. 1 riiall apaxe. no. effort 
to impress on the Railways that they must continue to exert 
ihemsclvcs to the utmost to raise the productivity of the staff. 

Reduction in Depreciation Reserve 

Taking advantage of the reduction of about Rs 8 crores 
in the estimate ol expenditure chargeable to the depreciation 
reserve fund, 1 have reduced the contribution to fund by 
Ra S crores, i,e., from the budget eatimate ol Rs 100 crores 
to Rs 88 crores. 

In the ulUinate picture the revised estimates riiow that 
after meeting fully all the working expenses and providing 
Rs 85 crores for depreciation and Rs 10 crores tor the 
fund we will be left with a net revraue of Ra 141.32 ciorea 
which wiU be abort by only Rs 10.01 crores of our dividend 
liability ot Rs 151.33 crores and this shortfall will be met 
from tlu) revenue reserve fund. 1 can assure the House that 
with the post-budget burdens thrown on them, the railways 
could not have done any better. 

The works programme lor the current year was for a 
net expenditure of Rs 272 crores. The revised estimate is 
Rs 15 crores lets. There is a reduction of Bs 8 crores under 
rolling stock, of about Rs 3 crores under stores suspense, and 
of Rs 4 crores under manufacture and miacellaneous advances 
suspense. A further reductlrm in the net expenditure has been 
contributed by en increase of about Rs 5 crores under other 
credits. These reductions have been offset by an increase 
ot about Bs 1.5 crores under electrification and- sundry Increases 
under some other heads. I may mention that tt seems very 
unlikely that dellverlei of wagons frmn the private sector 
will exceed 14,500 against 104100 provided for in the budget 
This accounts for a saving of Ra lilS crorea. 

While on tho works programme, I weuUI like to maks 


« brief luentten of the principal wnki completed ar ia progreaa 
in this year. The remaining portion at tho SaieunBangaiore 
line, trom Dhamtepuri to Baagelore of the oouthem rauway, 
ine vurangauura-nuivau portion ot toe Juunu-Ka n dla brood 
gauge link of the western railway and the .broad gauge line 
trom RenlgunU to Turupati of the southern raUwey have been 
op«ied to traffic, and more recently the Delhi Avoiding line 
or the northern radway. Other coostructians are progressing 
according to schedule. The conversion of the Miraj-Kolbepur 
section of the south-central railway trom metre to broad gauge 
has been taken up^ Three hundred kilometrei of new double 
line are expected to be opmed to tratllc in the current year 
and aSO kdometrea are at various stages of progress. The 
programme ol modernisation ol signaUing is going ahead and 
the expansion of the microwave network on important trunk 
routes so Important lor the improvemant of tram operation, 
figures in the works programme both of the current year 
and the next. Electrification ol the Handgaon-Bhusaval section 
ot the central railway is expected to be completed this year 
and that ol the Andul-Calcutte chord link of the eastern 
railway during the next year. Work la proceeding on the 
Kanpur-Tundle section at the northern railway and Rourkela- 
Onrg seetton of the south-eastern raUway and field work la 
expected to commence soon on the VirorBabarmatt section 
of the western railway. 

BtidRct Estimate 

i come now to the budget lor 1868-70. Proceeding on 
the experience of the current year and the best projection that 
we have been able to moke at present df the traffic level likely 
to be attained on the RaUways at the end of the fourth llva- 
year Plan our present expectation is that the Railways wUl lilt 
about nine million tonnes ol additional revenue earning traffic 
next year. 1 expect that the revival of passmiger traflic will 
be maintained and there wiU be an increase of about 3 per 
cent next year. 1 expect goods earnings to be Rs 600 crores, 
passenger earnings to be Rs 273 crores, otbef coaching earnings 
Ra.47.5 crores and sundry earnings Ra 30.8 crores. After 
allowing for an Increase in unrealised earnings at about Rs 
4.2 crores, the budget estimate ot gross traffic receipts tor 
the next year has been placed at Rs 846J crores, making for 
an increase ot about Rs 48 crorea over this year. Ordinary 
working expenses have been esthnated at Rs 665,35 crores, 
about Rs 25 crora higher than of this year of which Bs 22.05 
crores Will be on staff cost, lor tho same reasons for which 
there has been increase in staff cost. In the current 
year, vis., increase in deameaa aUowanoe, merger ot a portion 
of dearness aUowance with pay, and increase in nmning and 
travelling aUowances. There uW also be the uaual Incroaae 
on account ol annual incraments. There wiU be an inereoae 
of Rs 4.28 crores in the expenditure on fuel both because of 
the increase in the price of coal and for carrying the antidpated 
additional traffic. 

1 propose retaining the appropriations to the depredation 
reserve fund and to the pension fund at the aBma level at 
In the current year, viz., Re 85 crores end Rs 10 erorai, 
respectively. Accordiitf to the budget estimates tbs net revenue 
is expected to be Rs 160.82 crores which will leave a suriflua 
of a Uttle under Rs 2 crorea after dlacharging fully the eatt- 
msted dividend liability of Ra 168.01 crores, nearly Bs 8 
crores more than of last year. Conaiderable care having ban 
takn In the formulatlan of the budget estimates, I can hive 
Uut unless costs increase f«r reasons on which the Railways 
do not have contrd, Ute anticipated aundua will actually be 
realised. 

The estimate of works ekpenditure for the next yeir 
is Rs 255 crores, of which Rs ^82.8 ctture t is ehatgnble to 
capital, Rs 85 crores to depredation reser v e fund. Bs M crates 
to the devdopmnt fund and Ra 8.4 craiea to tevenuo. Ot 
this, roUing stock sqd vecIMaoiy.. i nd u ding oOnnoas to 
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nuufBcturan tu matotlato, acoount lor abmit Bt IM crores 
and not axpoDdltiire on wwka ia oxpocted to anumnt to Rs 13-i 
craea, and it is hopod to achiove a reduction at about Ra 4 
csoies under ‘inventoriea’. The works programme has been 
kept at a reasonable minimum leveL 

Among the tanpOTtant new workr included in the pro¬ 
gramme are the doubling of some more patches on the Grand 
Trunk route between Agra and Bina on the central railway, 
and between Kazlpet and Ba lh a r s h ah on the south-central 
railway, some patches between Jalarpet and Cochin on the 
southern railway and between Alnla and Kota on the western 
railway- The restoration of the railway line between Thur- 
bhita and Bhaptlahi on the north-eastern railway and the 
doubling of the Sajabehra-Bokaro Steel City and Muri-Uatia 
sections of the south-eastern railway to servo the requirements 
of the Bokoro Steel Plant are also in the programme. 

We ore at the threshold of the fourth five-year Pian, 
The best projection of traffic growth that we have been able to 
make at present in conaultatlon with the Planning Commission 
and the concerned ministries Indicates an increase of 62 million 
tonnes over the traffic of the current year at the end of the 
fourth Plan. More than half of this increase will be contri¬ 
buted by movemwts of raw materials to the steel plants 
including coal, coal for other consumers and iron ore for 
export, the balance being made up of other goods including 
about three million tonnes of finished products from steel 
plants and three million tonnes of cement. 

The strategy of development we are proposing to follow 
during the fourth five-year Plan will aim at securing the 
fuUest utilisation of the assets that we have already created or 
acquired, whether it be line capacity or improved manhalUng 
facilities or modernisation of traction, signalling and workshop 
facilities or rolling’ stock. Through better uttUaatlon of these 
assets we shall obtain higher productivity from our manpower 
resources also and'the two together will, we hope, contribute 
substantially towards economy of scale such as was achieved 
year after year in the second Flan and the early years of the 
third Pian when traffic had been steadily increasing. 

Surplus Budget 

1 have been able to piesciit to the House a budget 
estimate for the next year with a small surplus of nearly 
Rs 2 crores after meeting fully the Railways' dividend liability 
to the general revenues, estimated at Rs ISO crores. I ant 
not proposing any increase in fares and frights. But 1 should 
remind tha House that this slight improvement in the budgetary' 
positioa has come after three tuccesilve years of depressed 
financial position of the Railways. Although the Byways 
have been aUa to meet fully the dividend liability In all these 
years by drawing from the revenue reserve fund, the fund 
is now left with only a nominal balance of Rs 1.20 crores. 
The development fund had bean completely used up last year 
and we will not be able to make any contribution to tbe 
fund this year and hardly any in the next By the end of 
1069-70 we would be borrowing from the general revenues 
Ba 45A0 crores on account of development fund expenditure. 
Fortunately, tbe position of tbe depreciation reserve fund is 
relatively satisfactory. It is expected to have a balance of 
Rs 86.01 crores at the end of the current year and R.s 02.20 
crores at the end of 1069-70. The balance in the pension 
fund at the end of the current year will be Rs 02.S5 crores 
and equate for meeting current UabillHes. But with a 
■ubstantlol number of railway employees opting this year for 
the pensiem scheme in prefemce to the provident fund and 
with the merger a portion of dearness allowance with pay. 
peoaionary llabilittoa will Increase slgniflcanUy, and therefore, 
our contrlbutioas to the pension fund will have to increase in 
the coming years. 


The newly created marketing and sales organisation has 
bsan doing useful work in securing tnffic and m extending con¬ 
tainer services. A new five-tonne container service was introduc¬ 
ed between Madras and Bangalore in January this year and we 
expect to soon lntr«)ducs container services between Delhi- 
Howrah, Bombay-Madras and Bombay-Secunderabad. A new 
scheme of freight forwarders under whUib tbe collection and 
delivaqr services are performed by road hauUera and the line 
haulage is provided by tbe Railways has commenced between 
Delhi and Bombay. If this experiment proves successful, wo 
Intend extending this scheme to other trunk routes and it 
should prove a step forward in rail-road co-ordination and 
should benefit both the road hauliers and the Railways. 

Tickttiess Travel 

1 would like to draw the attention of tbe honourable 
riiembers to the problem of tlcketleas travel which is fairly 
widespread. Every month over nine lakha of passengers sure 
detected travelling without tickets. This deprives Railways of 
several crores of revenue and haa also become a ‘law and 
order’ problem. While a moasive drive has been launched 
with the help of state governments and the Railway Protec¬ 
tion Force against this evil and some mcouroglng results have 
been achieved, it is necessary to tightm tbe penalttes against 
the ticket dozers. A bill to this effect Is coming up before 
the House and 1 would appeal for this legislation to be pasaed 
as expeditiously us possible. 

The three rolling-stock production units of the Railways 
have been functioning satisfactorily. The Cblttarunjan Loco¬ 
motive 'Works expect to turn out about 68 steam locomotives. 
52 electric locomotives and 24 diesel stautiters during this year 
and to increase their prud^tctlon to 70 steam locomotives, 
60 electric locomotives and 48 diesel shunters next year. The 
Integral Coach Factory at Madras is expected to build 730 
coach shells and furnish 634 of them during the current 
year, and 740 and 070 respectively next year. The Dlesol 
Locomotive Works at Varanasi are expected to manufacture 
88 board gauge and 10 metre gauge locomotives during the 
current year and 79 and 30 respectively next year. AU tbe 
three production units have token up some new lines of 
production, metre gauge locomotives and diesel shunters in 
Chittaranjan I/icomotive Works, electric multiple units and 

BA11.WAF BUDGET AT A GLANCE 

(Rs crores) 


Actuals Budget Revised Budget 
1067-08 Estimate Estimate Eatimate 




1868-69 

1068-69 

1809-70 

Gross traffic receipts 

818.14 

892.80 

902.10 

846.80 

Ordinary revenue work¬ 
ing Expenses (Net)* 

.■>88.22 

614.01 

640.00 

668.38 

Appropriation to depre¬ 
ciation reserve fund 
from revenue 

U5.U0 

100.00 

05.00 

98.00 

Appropriation to 
pension fund 

10.00 

10.00 

10.00 

10.UU 

Net miscdlanoous ex¬ 
penditure (including 
coet of works charged 
to revenue) 

14.02 

1S.« 

18.63 

10J3 

Total 

708.14 

730.60 

760.83 

788.88 

Net railway revenue 

110.00 

183.00 

141.82 

160.92 

Dividend to general 
revenues 

141.83 

162.00 

101.83 

150.01 

Net Burphis (+}/ 
Deficit (—) ( 

•)S1.83 

( + )1.00 <■ 

-) 10.01 

( + )1.9I 


* After taking credit for recoveries. 
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ruilcari In the Integral Coach Factory and metw gauge dleiel 
iocmnotives in Oieael Locomotive Woriu. The value of their 
total output exceeds Rs 58 crores per year. 

During the current year up to end of October KMtS. 
23 new trains have been introduced, 13 on the broad gauge 
and 10 on the metre gauge, and the runs of 22 Htisting trains, 
eight on the broad gauge and 14 on the metre gauge, have been 
extended. As regards suburban services, 33 new trains have 
been introduced, 24 on the broad gauge and nine on the metre 
gauge, and the runs of 10 trains extended. 1 am not obli¬ 
vious of the fact that the suburban service particularly in 
Bombay area, need further augmentation and Improvemtnt 
and it will be our endeavour to do su, but we have been 
handicapped by the need to replace a large number of old 
£,AI,U. -coaches in service in the Bombay suburban area and 
our difficulty at present to produce such coaches in larger 
numbers. NeverthelesB, the Bombay railways are also study- 
ing the feasibility of running 12 coach suburban trains 
which would substantially relieve the peak-hour overciwding. 
A number of new long distance trains have also been introduc¬ 
ed accounting for over 3,000 train kilometres per day, including 
the Paschim Express between Bombay Central and Amritsar, 
ft is proposed to introduce shortly the Roidhani Express, a 
bi-weekly service, between New Delhi and Howrah, which will 
cover the distance in less than 18 hours. About lift third 
ciasg sleeper coaches have been added to the 1,260 in service 
at the beginning of this year and more arc to be buUt next 
year. 

Honourable members are aware that all the Railways 
except the north-castem and the north-east frontier railways 
are organised on the divisional pattern. With the increasing 
complexity of railway operation and the increases in work-load 
expected during the fourth Plan period, it has become neces¬ 
sary to introduce the divisional system on these two Railways 
also. The north-eastern railway will have lour divisions 
with headquarters at Izatnagar, Lucknow, Varanasi and 
Samastlpur which last will include the West Katihar District 
of the north-castem railway. So far as the north-east 
frontier railway is concerned, ail the operating districts are 
being upgraded to divisions exc^l that at Tinsukia there wlU 
be only a transportation division till the work-load Justifies 
Ita becoming a full division. 

Bitter Catering Services 

Most of the recommendations of the Railway Catering 
and Passenger Amenities Committee under the chairmanship 
of my colleague Mr Parimal Ghosh, which reported in February 
IMS, are in the process of implementation and wQl, It is 
hoped, lead to greater customer satisfaction with the catering 
aervicea. Packed meals of various kinds are now being 
supplied to the levelling public and if these find favour with 
them It may be possible to release some capacity now taken up 
by restaurant cars and provide instead more accommodation 
for passengers on important trains. 

Honourable members must have seen Part I of the report 
of the committee under the chairmanship of Mr K. N. 
Wanchoo, retired Chief Justice of India, which has been review¬ 
ing the poaltlon of accidents on the Indian Railways since 
the appointment of the Railway Accidents Committee, 1M2 
(Kunzru Committee). In this report the committee has noted 
the significant decrease of about 35 per cent in the average 
annual number of accidents during the five years ending 
1967-88 at compared to tbe six-year period ending 1862-83. 
A statement containing a summary of the observations and 
recommendations made by tbe committee in their report and 
ttaa views of the Ministry of railways thereon is being circulated 
to hmwuraUe members. 

Tbe hlghpowered Committee on Security and FidicIng 


cm Railwaya under the chalrmauahlp of Mr Shah* 

submitted its report on October 10, 1M8. The recommenda^ 
tions In this report, some of them very far reaching, are now 
under study. 

Several decisiona taken this year have intproved the service 
conditions of railway staff substantiidly. Tbe merger with 
pay of tne full dearness allowance at the twelvesnontfaly 
average price index of 175 haa substantially increased the 
pension payable to staff on retirement as well as the govern¬ 
ment contribution to the provident fund of those who have 
not opted tor tbe penaion scheme. It has also increased their 
entitlement to house rent allowance, City compensatory 
allowance and travelling allowance. The rates of travelling 
allowance and running allowance have also considerably 
increased after their revision with effect from March 1, 1868. 
A fresh opportunity has been given to Railway employees 
who are still on the provident fund scheme of retlAmoit 
benefits to opt for the pension scheme and the date for such 
option has been extended to March 31, 1888 following the 
decision for merger of a portion of dearness allowance with 
pay. 

Welfare Measures 

As in previous years welfare measures for stafL parti¬ 
cularly medical facilities to railway employees and tbMr 
families, have been augmented during the current year. A 
hospital haa been built at Lalgarh on the Bikaner division 
of the nortbem railway, and two health unlta on the nortb-eut 
frontier railway and one on the southern railway have been 
converted into hospitals. Five hundred and twenty ei^t 
general beds and 120 tuberculoiia beds have been added during 
the current year. The number of apeclalised units for diagnosis 
and treatment are being increased and additional equipment 
has been provided in railway hospitals. The retired railway 
employees' contributory health scheme has been extended to 
cover the dependent children of retired employees also. The 
railway medical services are participating actively in tbe 
family planning programme, and the response from railway 
staff has been encouraging. The expansion of railway schools 
has continued as alao the utUisation of the subsidised bostda, 
the scholarships for technical education and the serrlcea of 
mobile libraries, etc. Sports activities continued to be aislsted, 
and the Railways won eight national championships and 24 
railwnymcn were members of the Indian teams which parti¬ 
cipated in international contests. Six railwaymen won tbe 
coveted Aijuna Award in 1M7. 

Relations between organised labour and the Railway' 
administration were generally cordial during the year and Uw 
Permanent Negotiating Machinery continued to tunetian use- 
fully. I have had the pleasure of being associated with the 
working of tbe Railways in the past and had emne to acquire 
a high opinion of the calibre of railwaymen of all ranks. I 
trust that in my renewed association with them, I ahall have 
opportunity to form a still better opinion of their ability and 
devotion to duty and that they will continue to give e< thMr 
best to tbe Railways and the country. 

Honourable members will share my great concern that the 
Railways are increasingly becoming tbe tatget of attadc and 
vlolaice arising from diverse nutters not even remotely con¬ 
nected with tbe Railways or tbelr operation. This most 
disconcerting trend seems. If at aU, to be on the Inomse. 

1 need not catalogue the numarous instances of such lawless 
activities which have been making the task of railwaymen 
increasingly difficult and hasardous and an becoming a grow¬ 
ing impediment to railway elation. Quite often our^lfocts 
to improve raB services are thwarted by these activltlni and 
by damage done to our ndling sto^ and |a 

sharing my worrlM with the honourable nut^exs X would 
appeal to teadart of public cqilnion In and outside tbs Mouse 
to lend their wei^ so that tbe Bailways ean run — 

In every corner of the country. 
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India supplies much of ihc manganese withoui wliicli llie free world eannol make sieel. She also gives the 
free world mica which is essential for the electrical industry. But that's not ail. India has large deposits 
of high-grade iron ore, rich reserves of bauxite for aluminium, ample atomic materials like thorium and a 
good supply of coal; in short, all the raw material she needs to open a new front in the industrial field. 

We aim at taking the forward post in this line of defence. We back the country's efforts in fostering economic 
growth through industrial development. Towards this end, Utkal Machinery Ltd., at Kansbahal, an associate 
of L&T manufactures, in collaboration with Gutchofrnung.shuettc (GHH), sintering plants, pelletLsing plants, 
blast furnaces, pig casting machines, ladle cars, scale cars and other rolling stock and LD convertors for 
making steel. We also design, manufacture and install plant and equipment for every vital industry—-power 
and irrigation, chemicals and pharmaceuticals, paper and pulp, drilling and mining, cement and steel... 
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I The Pips Are Squeaking 

MR MORARJl Desai, said the papers, was 73 on March 5. The central 
budget lor 1969*70, which he had presented to Parliament a few days 
earlier, is perhaps no younger in spirit. Speaking of the “need for 
maintaining the right balance between consumption and investment, 
resources and outlays, economic growth on the one hand and external 
viability on the other and, indeed, between larger social values and 
purely economic consideration”, Mr Desai, in his budget speech, expressed 
the hope that “honourable members will now appreciate why economic 
planners are often regarded as some of the finest exponents of the art 
of tight-rope dancing”. Tight-rope dancing is not only a fine art but 
is also strenuous gymnastics and, in the practice of it, age, no doubt, 
has the advantage of experience but it has the disadvantage too of 
failing stamina. It cannot be denied that, as a strategist of economic 
expansion, the Deputy Prime Minister and Minister for Finance has 
. faltered and fumbled in more than one place. 

This budget may be described, without disrespect to its author, 
as a septuagenarian budget, for its outstanding quality is its mood of 
philosophic resignation tempered by a wishful longing to leave the world 
a better place than one found it. There can, of course, be no doubt 
at all about Mr Desai's desire to do good to the national economy by 
making a positive contribution, through his budgetary policies and pi'o- 
posais, to its renewed growth. But he seems to be suffering from the 
familiar complaint of the flesh being weak even if the spirit may bt' 
willing. He has pleaded in the closing paragraph of his budget speech 
that “the all-pervasive objective of growth with social and political 
stability and increasing self-reliance cannot be achieved by budgetary 
policy alone”. By solemnly stating this rather self-evident truth he has 
merely tried to Mde even from himself his own evident dissatisfaction 
with his inability to push budgetary policy as far as it could be made 
to go in contributing to the nation’s progress in terms of economic growth 
accompanied by social and political stability and increasing self-reliance. 
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In a way this is a difficult budget to criticize fiercely. This is 
because it has the negative virtue of having refrained from doing anything 
new which may inflict positive injury on the economy. Even this very 
modest claim could not have been made for some of the central budgets 
of past years, including at least one budget of which Mr Desai himself 
was the author. It is true that Mr Desai has proposed new taxation 
on a substantial scale. It is ti ue, again, that he is continuing to rely 
on deficit financing of a considerable (uder. Normally these should have 
been signals enough for vehement protest. On this occasion, however, 
his tax proposals, individually considered, cannot be condemned aa 
outrageously objectionable. The main ground for criticising them could 
only be the general assumption, particularly favoured by the Swatantra 
Party, that the government is so notoriously wasteful of public funds 
that any attempt on its part to raise more revenue is open to objection 
in principle. As for deficit financing, while the nation’s enforced 
familiarity with it has bred among the people a certain filing of Indilfer- 
ence, a trend of rising agricultural production, accompanied as it has 
been by a tendency on the pari of the price level to decline, has robbed 
the purely theoretical arguments against it of much of their intellectual 
content and most of their emotional intensity. 

All this, however, is but small comfort; for, close to the surface 
of this budget’s superficial innocence and innoeuousness are raging untamed 
the corrosive evils of chronic fiscal Indisdpline in government. The 
process wbere^ annual bouts of new taxation or other means of raising 
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Hoveimncnt revenue, including dclicH financing, have 
ceased to bear any lugical relaiiunsbip to corresponding 
annual levels of development outlay had started many 
years ago and the divorce between the government’s 
draft on the couunuxuty’s resources through the annual 
budgets and genuine government investment in deve¬ 
lopment IS now vntuaiiy complete. 

Without going miu the meiits pe/' ae of the level 
of delence expendituie which the government considers 
necessaiy, we may empha.'iiso the objective fact that 
defence spending has now assumed dimensions which 
IS making it impossible for any substantial pait of 
additional government receipts to be appiopriated lor 
development. While we do not feel qualified to deliver 
un obiter dictum thai defence expenditure should be 
field at or below the Rs l,UU()-crore level, we consider 
It quite reasonable to underline the obvious leaiily 
that increases in defence expenditure beyond this level 
ai'c bound to come in the way—and are, in fact, coming 
in the way—of any effective mobilisation of additional 
resources for development. 

Crippled outlay 

in the same maiuier, the inability ot the govein- 
ment to contain it.s administraiivc expenditure within 
any given limit, the failure of most of the govermneni 
investments in commercial or industrial undertakings 
in the public sector to eatn a relmn on capital and the 
established habit of stale governments to draw heavily 
Mil central finances iii one way or the other have 
cui tailed and ciippled the capacity of the central gov¬ 
ernment to step up development outlays even in spite 
of its having recouise t» additional taxation, increased 
borrowing oi deticii liiiancing yeai after year. 

This situatioD is so obvious that Mr Desai's assertiuii 
that the approach he had adopted in the budget is "one 
of making such changes in the tax structure as are 
necessary and feasible to build up the ability of the 
government—and, even mure impoi-tant, of the economy 
in general—to sustain progressively larger development 
outlays" can only provoke deiisive laughter. If one 
point could be made against this budget more definitely 
than any other it is that this budget cannot and does 
not strengthen, eithei m the short period or in the 
long run, the ability of the government to sustain 
progressively larger development outlays. Siu'cly Mr 
Desai ought to be able to hear the pips squeak. 

Take, for instance, the recent history of and outlook 
fur revenue from customs. Thanks to the devaluation 
of ihe rupee in June. 196(>. government receipts from 
customs became a major source of support for the 
Central budget in the subsequent peiiod. They reached 
their peak in 196fi-67 when the combined revenue from 
duties on exports and imports rose to Rs 585 crores. 
This boom in customs has been rather short-lived and 
it is interesting to note that customs receipts sharply 
declined to Rs 513 crores in 1967-68 and have fallen 
further and equally markedly in the current financial 


Maieh 7, 1869 

year for which the revised, estimate for customs is as 
low as Rs 445 croies. 

In his budget speech, the Finance Minister noted 
that, in the revised estimates for 1968-69, customs 
I'evenue had shown a shortfall of Rs 94 crores as com¬ 
pared to the estimates presented last February. Refeiring 
to the budget year 1969-7U, Mi- Desai said that he 
anticipated a luitber drop in customs receipts from 
Rs 445 crores this year to Rs 426 crores in 1969-70 at 
existing levels of taxation. It is worth noting that 
this downtrend in customs revenue cannot be attributed 
only to the fickleness of the post-devaluation gains iii 
the revenue from export duties. While it is a fact that 
this i-evenue shut up fium a nominal sum of about 
Rs 2 crores in 1965-66 to Hs 123 crores in 1966-67 and 
further improved slightly to Rs 124 crores in 196 (-68 
before dipping to Rs 97 ciures in the revised estimates 
for 1968-69, it still constitutes a major head of receipts 
and Mr Desai’s estimate of the revenue at fractioxially 
more than Rs 97 crores for the budget year 1969-7 U 
at existing levels of taxation remains a far cry from 
1965-66 or 1964-65 when export duties fetched only about 
Hs 2 anres per annum. It may perhaps be pointed 
uut at this stage that, even alter the reliefs in respect 
of export duties conceded by Mr Desai in the present 
budget to some of the hard-pressed export industries 
have been taken into account, the revenue from this 
souice is expected to amount to the still respectable 
figure of about Rs 74 crores. it follows that a slump 
in the revenue from import duties has also been res¬ 
ponsible to a considerable extent tor the depressiun in 
receipts from customs. 

Reduced Realisations 

Import duta,s have inci eased in importance as a 
major source of revenue over the years. From Rs 108 
crores in 1950-51 they had improved to over Rs 400 
crores by 1964-65 and in the following year, which was 
the year when the rupee was devalued, the revenue 
from import duties took a great leap forward to nearly 
Rs 548 crores. A good part of this advance was, however, 
lost in 1966-67 when the revenue fell to Rs 479 crores. 
An even heaviei instalment of decline followed in 
1967-68 when this revenue ebbed to Rs 283 crores. 

In the budget estimates for the current financial year 
presented in February, 1968, Mr Desai hopefully looked 
forward to a revenue of Rs 434 crores from import 
duties, but corresponding revised estimates now show 
that the realisation will be very substantially lower 
at about Rs 342 crores. At existing levels of taxation, 
Mr Desai has estimated the revenue from import duties 
for the budget year 1.969-70 at Rs 324 crores but he 
has proposed some additional levies in the field and 
this sliould increase the receipts fisim duties by about 
Rs 32 crores. Even after tiiis additional taxation of 
imports proposed in the present budget, the revenue 
from inqioit duties will be of the order of Rs 356 crores 
which would be maikedly less than ihe revenue derived 
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from this aouice in any of the three years from 1964^5 
to 1967<68. 

The expansion of revenue from itqport duties over 
some past years have been due partly to a aeries of 
inci-eases in import duties and partly to the liberali¬ 
sation of maintenance imports followhig the devaluation 
of the rupee. This expansionist trend however was 
checked hrom 1967-68 onwards by the recession in the 
economy which restricted the demand fcr imports. An 
allied factor has been the progress of import substitu¬ 
tion, resulting in the increased indigenous production 
of nuchinery, components, scmi-manufactuies and cer¬ 
tain industrial raw materials catering successfully to 
a market which would otherwise have been serviced 
by impoiis. The Finance Minister mentioned in his 
budget speech yet another- factor which is adversely 
affecting the revenue from import duties. This is the 
change in the composition of imports as a consequence of 
the increased production within the country of items, 
such as petroleum products, which bear import duties at 
higher rates. In other words, there is a shift in imports 
away from items bearing higher import duties. 

Inadequate Otneessions 

,The budget estimates for 1969-70 place customs reve¬ 
nue at Rs 435 crores after allowing for the effect of 
budget proposals. This is about Rs 10 crores less than 
the corresponding figure in the revised estimates for 
1968-69. It is possible, however, that even this lower 
revenue anticipated for 1969-70 may not be realised. 
For one thing, the concessions in export duties an¬ 
nounced by the Finance Minister are far from adequate 
in terms of the international competition affecting the 
export industries or trades concerned. Especially in 
the case of the jute industry, there is a grave risk that 
Mr Desai may havo underestimated the problems of 
survival faced by this industry. In these circumstances, 
thei-e can be no certainty that the government will be 
able to sustain these expoit duties at their current 
levels in the months to come. Even if it decides to 
stick to these duties, this may well turn out to be at 
the expense of export sales and consequently, the 
revenue from export duties. Even otherwise, for any 
period longer than the budget year Immediately ahead, 
it would be unwise to look upon the present le-vel of 
receipts from export duties as a reliable revenue factor. 
Whether the revenue from export duties will or ought 
to return immediately to its meagre form of the yeare 
before 1966-67 or not may perhaps be argued about, 
but it is certainly not going to be possible for the 
government to continue to treat export duties as a 
major source of revenue for any length of time. 

The uutUiok fur import duties, from the govern¬ 
ment’s revenue point of view, is perhaps less unfavour¬ 
able. But even here, given the high level to which 
these duties have been raised over the years, there does 
not seem to be much scope left for the government 
seeking increased revenue through still tdgher duties. 
Tt is possible, of course, that, in a critical budgetary 


situation, a flat levy could be imposed anew on imports 
in addition to the existing fiscal burdens on them,, but 
in more normal circumstances it will not be easy for 
the Finance Minister to fabricate further taxation of 
imports. In addition to this, there is the possibility 
that continuing or perhaps growing difficulties in the 
procurement of foreign aid may restrain the capacity 
of the countiy to import goods from abroad. There 
is, moreover, the continuing progress of impoi't substi¬ 
tution. To the extent that our exports inci'ease, however, 
our willingness and ability to import more will no 
doubt impi-ove. But on balance the likelihood seems 
to be that the volume of imports will not go up 
substantially in the foreseeable future. It may perhaps 
be concluded, then, that Mr Desai seems to have very 
nearly exhausted the revenue possibilities of customs 
for some years to come. 

We may now move on to a similar scrutiny of the 
prospects with regard to the unioq excise duties. The 
yield from this source (including the states’ share), 
which was only Rs 67 crores in 1950-51. has been 
improving spectacularly from year to year. In 1955-56 
the government derived a revenue of about Rs 145 crores 
from this source 4md the yield in 1960-61 was as much 
as about Rs 416 crores. Thi.s revenue rontinued to 
grow by leaps and bounds and by 1966-67 it had crossed 
the Rs 1,000-crore mark and was as high as Rs 1,034 
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In recent weeks, India has become truly planning¬ 
conscious. Although as early as March 1041 the govern¬ 
ment bad declared that It was already investigating toe 
problem of planning ahead lor the post-war period. It can 
not be denied that for longer than it should have, it 
regarded the problem ol reconatrucUon with a measure 
of passivity as if it was only a remote and comparatively 
unlmportant contingency. It was indeed very recently that 
it w^e up to the possibility, even probability, that it 
government planning proceedtd any longer In this leisurely, 
buUock-cart fashion, the cessation of hostiliUes would 
again find it as sordidly unprepared for Itii post-war task 
of reconstruction as toe outoreak of the war found it un¬ 
prepared for the task of mobilization of maximum war- 
effort. Government planning work, whatever it was, was 
still proceeding behind dosed doors end the public had 
hardly an inkling of what was gotng on. The general 
impression which gained ground was that the government 
planning .still lacked toe quality of the "grand vision" and 
did not add up to more than the sum of a few lop-sided 
and unco-ordinated schemes. The definite turn in this 
monotonous tide of drift and passivity came with the sub¬ 
mitting to the government of the memorandum which has 
come to be known as the Bombay Plan. This was the first 
practical essay in thinking In a big way and yd in ■‘on- 
crete and comprehensive terms. The publication of this 
Plan caught toe imaginktom of the rountry at a time 
when tt lay helpless in the fatalistic grip of on unparalleled 
economic disaster. 



VI 


EASTERN ECONOMIST 


March 7, 1969 


cTiiros in that year. The receipts rose fuithiT in the 
following yeai' to Ks 1,148 crores and the revised esti¬ 
mate for 1968-69 anticipates a revenue of Rs 1,320 croi«8 
liom this source. In the budget for the new fiscal 
year Mr Desai has estimated the yield from union excise 
dutu'.s at ncaily Rs 1,422 crores at existing levels of 
luxation and the effect of his budget proposals will 
bo to raise additional levenue of Rs 104 crores from 
this source. 

The expansion of receipts from cential excise is a 
product of many forces. There is, to start with, the 
fact of uidustriai growth. As domestic production has 
expanded following the industrialisation of the country 
and the growth of population, the revenue from central 
excise duties has been forging ahead. This movement 
has been reinforced by the steady diversification of 
industry which has enabled the government to add more 
and more pi'oducts of industry to the list of excisable 
articles. Finally, the government has been following 
a systematic policy of taxing excisable commodities on 
the principle of what the traffic can bear. The ideologi¬ 
cal preference for the heavier taxation of goods Altering 
into the consumption of the more affluent sections of 
society has also been allowed full play. Occasionally, 
there has been a theoretical departure from this system 
in the sense that the government has pleaded in some 
cases that the mcreases in excise duties have been for 
the pm'pose of discouraging consumption either as an 
anti-inflationary measure or for the purpose of creating 
exportable suipluses of goods. In essence, however, 
the government’s basic policy in this area has been 
motivated by revenue cunsideratiuns. 

Extended Coverage 

In the coming yeai-s, the government will no doubt 
be able to extend the coverage of this tax gradually 
by bringing more and more commodities under its net. 
In the present budget itself Mr Morai-ji Desai has taken 
a big and bold step forward in this direction by pro¬ 
posing to tax farm inputs, such as fertilizers and 
power-driven pumps. In view of the fact that fertilizers 
have hitherto been heavily subsidized to encourage their 
use by progressive agriculturists, the revolution in fiscal 
thinking, which the proposed new excise duty on ferti¬ 
lizers represents, is considerable and courageous indeed. 
An excise duty on feitilizors, the domestic production 
of which is programmed to expand rapidly, will no 
doubt develop into a major source of revenue for the 
goveiTunent. The proceeds of the countervailing import 
duty on fertilizers pixicurcd from abroad may decline 
us domestic production incieases, but the net receipts 
from the taxation of fertilizers will no doubt become 
an expanding major source of revenue. 

There ai-e, however, not many more possible addi¬ 
tions to the list of excisable commodities which may 
have a comparable revenue significance. The Finance 
Minister's best tet in this direction would be to put 
his money on the natural growth in revenue as produc¬ 
tion and consumption increase. The scope for raising 


existing excise duties is naturally becoming less and 
less. In fact Mi- Desai has had to allow reliefs to the 
cotton textile industry in the present budget. He has 
sharply increased the levies on tobacco and petroleum 
products and sugar, but he has been foi-ced to concede 
that the taxable limits have probably been approached 
with regard to some of the excisable commodities which 
are now beaimg heavy rates of duty. In fact, he has 
even indicated in the case of tobacco and petroleum 
products that the increases in duties he has announced 
in the present budget are intended to spare them from 
their “annual agony” in the futuie. 

Steady Expansion 

The general outlook lOx the revenue fium union 
excise duties, therefoi-e, may be summed up as one of 
steady expansion mostly through the influence of 
natui-al growth. It follows that the late at which the 
proceeds of central excise duties may increase would 
depend primarily on the rate of growth of the economy 
in general and its industrial sector in particulai-. To 
the extent that agricultuial production continues to 
move upward, adding to the purchasing power- of rural 
communities and prompting the agricultural classes to 
raise their standards of consumption as well as diversify 
their consumption patterns, union excise duties should 
steadily grow in their fiscal importance. At the same 
time, much would depend on the rate of growth in 
industry as well and, at this point, the effectiveness 
(or otherwise) of the government’s strat^y for pro¬ 
moting industrial development through the present 
budget as well us by other means clearly becomes 
relevant. 

The probable rate of growth'of the economy, parti¬ 
cularly in its industrial sector, will be equally relevant 
to the outlook for receipts from direct taxation. It is 
worth noting that the proceeds from income-tax have not 
been a particularly fruitful source of revenue for the 
central government. The increase was from Rs 133 
croi-es in 1950-51 to Rs 167 crores in 1960-61. From 1962- 
63 onwards pi-ogress has been better and the receipts 
from this source in 1967-68 were nearly Rs 326 crores. 
The revised estimate for the current financial year 
places the proceeds of income-tax at Rs 338 crores 
and in the budget estimate for 1969-70, the revenue at 
existing levels of taxation is put at Rs 345 crores. To 
this Mr Desai's budget proposals will have the effect of 
adding a little more than Rs 17 crores. If account is 
taken of the fact that the rates of income-tax have been 
raised frequently, especially on the higher slabs, the 
relative inelasticity of this source of revenue, despite 
a period of planned economic development, becomes 
noticeable. There is reason to doubt that much more 
could be obtained under this head of taxation in the 
next few yeai-s through any further incieases in rates. 

It is significant that although Mr Desai has pro¬ 
posed new taxation of a considerable order for the next 
fiscal year, he has not found it possible to attempt to 
add more than marginally to the burden borne by 
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income-tax assessees as a class. On the contrary, Mr 
Desai has been forced to concede that some reliefs are 
necessary for this category of taxpayers if only in order 
to step up voluntaxy savings and stimulate investor 
interest in equities. It is fairly obvious that, over the 
next four or five years, not much revenue could be 
Expected from income-tax except through such natural 
growth as there may be In terms of an increase in the 
number of assessees over various slabs. On the basis 
of the trends so far seen in the revenue from income- 
tax, it seems reasonable to assume that there could only 
be a very modest improvement In the support which 
the central budget may expect from this souicc in the 
foreseeable future. 

Revenue prospects in re.spect of the crxrpuration 
tax are not very much more promising. The yield of 
this tax had indeed expanded rapidly since 1960-61 
when it was about Rs 111 crores. The receipts were 
as high as Rs 329 crores in 1966-67, but there has been 
a decline in 1967-68. As against the budget estimate 
of Rs 350 crores for that year, the revised estimate was 
slightly less than Rs 320 crores and this figure subse¬ 
quently came down to Rs 310 crores in the ‘‘Accounts” 
for 1967-68. The Finance Minister, in the budget esti¬ 
mates for 1968-69, anticipated a revenue of Rs 320 
crores from corporation tax and the corresponding 
revised estimate shows a slight impiovement at Rs 322 
crores. For the fiscal year 1969-70, Mr Desai has esti¬ 
mated the receipts from this tax at Rs 330 crores at 
existing levels of taxation and his budget proposals will 
have the effect of reducing this estimate by about four 
crores of rupees. 

Stabilised Yield 

It seems to us that, penduig a leap forward in the 
industrial sector, the yield from corporation tax is 
tending to stabilise at existing levels. So far as the 
rates are concerned, there is little scope for any enhance¬ 
ment. the contrary, there is every jusitification for 
a lowering of rates. It follows that,the government 
may expect an improvement under this head of taxation 
only through an expansion of industrial activity and 
a growth in industrial profits. The sooner this forward 
movement in industry is secured the quicker will be 
the restoration of dynamism to this important source 
of revenue for the government. There are, no doubt, 
some more heads of tax revenue for the centre, such 
as the estate duty, the wealth tax and the gift tax. 
Apart from the fact that the pi'occeds of estate duty 
go to the state governments, these taxes have not been 
of much revenue significance and it is difficult to 
imagine any substantial change in this situation in the 
near future. 

In theory the industrial and commercial under¬ 
takings of the public sector, in which vast amounts 
have been invested, should be able to contribute to the 
central revenues by earning a reasonable return on 
capital. In practice no such support ,or sugtensnee has 
been forthcoming or is likely to come forth in the 


foreseeable future. So far aa the Railways are conccined, 
they continue to be dependent on general revenues for 
their capital needs and occasionally even for their ways 
and means. The Posts and Telegraphs Department is 
perhaps in a worse position. For the second year in 
succession, the rates have haj to be raised 8ha.ply 
merely in order to enable this depaiiment to cover its 
costs. The picture is even more depressing where the 
rest of the public sector is concerned. A memorandum 
presented to Parliament by the Ministry of Finance 
along with the budget papers notes that the present 
investment in central government commercial and 
industrial enterprises—over 80 in number—is of the 
order of Rs 3,500 crores. Out of this, investment in 
the 55 running concerns (including Hindustan Steel 
Limited) accounts fur nearly Rs 3,203 crores. During 
1967-68, 31 of these enterprises showed a net profit of 
over Rs 48 crores. The other 24 enterprises, however, 
showed a net loss of Rs 83 crores. There was, therefore, 
an overall net loss of Rs 35 crores. Mr Desai, in hit 
^ budget speech, admitted candidly that he did not expect 
' any immediate improvement in this state of affairs, 
which would mean of course that, instead of contri¬ 
buting to government revenues, the public sector is, 
and may continue to be, a drag on them. 

Broadly speaking, then, over much of the area of 
central government revenue, the prevailing trend is one 
of stagnation. The only exceptions perhaps are the 
union excise duties. Here, it is possible to anticipate 
some modest expansion in :^eld. Taking all the relevant 
factors into consideration, we would suggest that an 
annual inci'ease of about Rs 250 crores is all that may 
he expected in the tax receipts of the central govern¬ 
ment over the next few years after allowing for such 
new tax measures as may be possible. It is apparent 
that this rate of increase is too meagre to support the 
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llKeiy inci-eases in government expemflture even outside 
the field of development outlays. Defence expenditure 
has increased by about Rs 58 crores as from the revised 
estimate for 1968-69 to the budget estimate for 196J-70. 
It seems to us necc.s.sary to allow for an annua] increase 
of at least Rs 75 crore.s on an average under this head 
in the coming years. The budget for 1989-70 provides 
for about Rs 998 crores under the head “Other Expendi¬ 
ture", which includes expenditure on the Administrative 
Services. It would be prudent to allow for an annual 
iricrease of at least Rs 5b crores on an average under 
this head in the coming years. The government’s 
liability in respect of interest payments is steadily 
growing from year to year. The budget for 1969-70 
provides a sum of Rs 569 crores for this purpose. 
As against the corresponding provision of Rs 501 crores 
in 1967-68 or Rs 214 crores in 1961-62, an annual increase 
of about Rs 30 crores on an average for the next few 

A Prisoner in 

THE FINANCE Minister thus is a prisoner in his own 
house. So fhr as additional tax revenue is concerned, 
it is unlikely to be of much help to him in building 
up resources for developrhent unless, of course, the 
general level of economic activity and more particularly 
the level of activity in the iiulustriai sector .starts rising 
soon. Mr Desai’s claim in his budget speech that he 
has tried to take into account the requirements of long¬ 
term growth can, therefore, have meaning only in terms 
of the contribution his budget strategy and his budget 
proposals may be able to make towards stimulating the 
economy. 

To take the strategy first, the Finance Minister 
explained that he had not adopted the simple approach 
of deciding first on a certain desired level of Plan outlay 
and proceeding then to raise resources on the required 
scale. This certainly was a right decision for, as Mr 
Desai himself pointed out, there were limits beyond 
which resources could not be raised in the short run 
without impairing the functioning of the economy. This 
in our view is sufficient justification for the central 
gtiveiTunent’s Plan outlay being lindted to Rs 1,903 
creu'es over the new fiscal year, inclusive of an amount 
of Rs 165 crores to be found out of their own resources 
by the Railways, the Posts and Telegraphs and other 
public sector undei-takings. It is true that this makes 
of the fii'st year of the fourth five-year Plan, pro¬ 
grammed to start on April 1, an unexciting continuation 
of the annual plans which have been punctuating the 
inteiTegnum since the conclusion of the third five-year 
Plan on March 31, 1966. The circumspection displayed 
here by the goveitunent is fully warranted both by the 
general circumstonccs of the economy and by the 
particular condition of the resources position of tire 
government. The strains occasioned by the devaluation 
of the rupee in June. 1966, the two successive years of 
low agricultural production and the recession in indus¬ 
try have cerUinly not added to the capacity of the 
nation to undertake Increased investment of govem- 


years may not bs a too liberal estimate for the provision 
which may have to be made for interest payments. 
Another major item of increase in expenditure ft<nn 
year to year is occasioned by the transfer of completed 
Plan schemes to the non-Pian side. Added to all this 
is the continuing demand from state governments for 
an increase in their share of taxes levied or collected 

the central government. It is obvious, indeed, that 
, even if the tax receipts of the central government do; 
in fact, increase by about Rs 250 crores from year to- 
year partly as a result of natural growth and partly as 
a consequence of new taxation, they will be bs^ly 
enough to meet annual increases in government expen¬ 
ditures imconnccted with outlays on development. In 
other words, even after the central government has 
squeezed the tax potential until the pips squeak, it may 
still be left with an imsolved problem of resouitss for 
development 

Hte dWn House 

ment funds in development projects, particularly since 
other calls on government finances, such as defence dr 
administrative expenditures and interest diarges, have 
been making larger demands. 

Constraints on the Government 

The constraints on the government’s capacity to 
finance a higher rate of development outlay ere clearly 
shown through the facts and figures of the present 
budget. The additional taxation proposed by Mr Desai 
is expected to bring in over Rs 173 crores, of which 
about Rs 115 crores would be through the imposltioii 
of new excise levies or the enhancement of existing 
ones, Rs 32 crores from the upward revision in customs 
and countervailing duties, about Rs 21 crores through 
direct taxes and nearly Rs 5 crores by way of increases 
in telephone and telegraph tariffs. These receipts, 
however, will be brought down by slightly over Rs 41 
crores as a result of the reliefs to the extent of about 
Rs 10 crores proposed in excise levies, about Rs 30 
crores in customs duties and Rs 8 crores in direct taxes. 
The receipts from the enhancement in the telephone 
and telegraph tariffs will go to wipe off the deficit 
of the Department of Posts and Telegraphs. Deducting 
the share of the state governments in the additional 
yield from the divisible union taxes, which comes to 
Rs 27 crores, the net addition to the exchequer of the 
Goveimment of India will therefore be about Rs 100 
crores. In spite of this additional taxation, Mr Desai 
has still not been able to avoid an overall budgetary 
deficit of Rs 250 crores which is to be covered by the 
expansion of treasury bills. 

The quantum of deficit financing thus proposed for 
1969-70 is about the same as is being rmdertaken in the 
current financial year. Although, thanks to a substan¬ 
tial increase In food production in the years 198748 
and 1968-69 and a recovery of output in a number Id! 
Industries, there may not be any a^rse repercussloils 
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On the price level, it is deer that the government can 
reij' on deficit financing only within limits if it deddes 
to avoid running the risk of a revival of Inflationary 
pressures. In other word.s, since a higher level of 
development outlay which has been proposed in the 
central budget can be attempted only if taxation or 
defidt financing or a combination of both, is to be re¬ 
sorted to to a greater extent than the already high levels 
projeded in the budget, the central government clearly 
fcahftot afford to be more generous in providing for 
development than it has done in this budget. 

As has been indicated just now, the order of the 
p-.uposed (teficit financing does not, in our view, run 
the risk of stimulating inflation. Apart from the fact 
that there is now a greater flow of goods and services 
ir. the economy, the demand for liquidity has also 
increased. There is much unused capacity over a wide 
range of industiy and the improvement in the purchas- 
Log power of the farming community offers good 
prospects of a growing market for higher levels of 
industrial production. The progress achieved on the 
e.-eport front encourages the belief that more and more 
of our industries should be, able to find markets abroad 
for more and more of their outputs. The Iniiplnvcment 
in the balance of payments, due partly to the progress 
of exports and partly to tiie slack^ed off-take of 
imports in the recent recession-years, now makes it 
possible for industry to procure maintenance imports 
more freely. In this sense the budget strategy of pro¬ 
viding for a measure of deficit financmg may be 
accepted as being helpful to the progress of the current 
revivalist and expansionary tendencies in our economy. 

Half-Hearted Proposals 

As for the specific tax proposals of the present 
budget, the outlook Is very much less clear. There are. 
no doubt, a few positive proposals, but all of them seem 
to suffer from the weaknesses of inadequacy and half¬ 
heartedness. Mr Desai has attempts to offer some 
encouragement to those enjoying middle or upper-middle 
levels of Income to improve their voluntary savings or 
increase their Investment in equity shares. He has 
liberalised the terms on which tax relief is allowed on 
account of life insurance. It is proposed now that 
premia on insurance policies taken by an assessee on 
his children should also qualify for tax relief. This 
L no doubt a welcome concession to assessees parti¬ 
cularly of the higher age groups, but since the overall 
limits for savings through life insurance and other 
spediied media qualifying for relief have been main¬ 
tained at their present levels, the fiscal encouragement 
to savings does not seem to amount to a great deal. 
We suggest that the Finance Minister should be much 
more Imaginative and bold in extending pref^ntlal 
treatment to savings through approved media and that, 
In the case of income-tax assessees, whose ptincipal 
incomes are the form of salaries to the extent of 
9o per cent of their total incomes, no ceiling at all 


should be placed on the amounts of approved savlH^ 
qualifying for relief. 

The Finance Minister has raised the tax exemption 
limit in respect of dividends from Bs 500 to Rs 1,000, 
thereby extending the same benefit to investments in 
equities generally as is hitherto being givmi only to in¬ 
vestments in the units of the Unit ^ust of Int^ as pre¬ 
ferential treatment. Without seeking io minimize ,the 
importance of this concession, we would point out that, 
so long as small investors, who are not liable to pay 
income-tax or who are paying income-tax at the lower 
rates, are put to the necessity of claiming refunds in 
respect of tax deductions effected from d^dei^ ai- 
source, this particular relief loses much of its actual 
substahhe. 

Increased Burdens 

While the concessions given for voluntary personal 
savings are thus very modest, Mr Desai has decided to 
add to the burden on atiscssecs with taxable incoines 
in exce.ss of Rs 10,000 per annum. He has proposed an 
inci^asc in the rate of tax on personal incomes on the 
slab of Rs lQ,00i to Rs 15,003. by two per cent, from 
15 per r:nt to 17 per cent, and on incomes in the slab 
of Rs ]i),001 to Rs 20,000 by three per cent, from ^ per 
cent to 23 per cent. The full effect of these inbreares 
will fall on taxpayers having incomes of Rs 20,000 or 
more and, taken together with the surcharge of 10 per¬ 
cent of the basic income-tax, the additional tax , mil 
amount in each such case to Rs 275 per year, lliese 
changes are expected to yield in a full year an additional 
revenue of Rs 13.82 crores. The Finance Minister njay 
be right in claiming that these increases are in the 
nature of marginal increases. But he has overlooked 
the fact that any additional draft, however small, on 
middle level and upper-middle level incomes must 
obviously run counter to the purpose of the cotiCesslbns 
he has given for promoting savings and investments 
in equities by the smaller investors. There does ttbt 
seem to be much point in an exercise in which the 
left hand snatches away what the right hand has just 
given. On balance, then, Mr Desai has done very little 
indeed to promote voluntary srivings hr strengthen' th6 
capacity of small invi^stors to invest in equities. 

In the matter of corporate taxation, again, the 
Finance Minister’s performance ha.s fallen far short of 
his obvious good intentions. That Mr Desai is anxious 
not to do anything to upset the capital market is evident 
from the fact that, even while imposing substantial new 
taxation in the aggregate, he has nut only refrained 
from adding to the fiscal burdens of the corporate 
sector but has extended a notional relief of the value 
of about Rs 4 crores to this class of citizens. This apart, 
he has indeed given valuable encouragement to indus¬ 
trial expansion by extending the holiday concession for 
new industrial undertakings and ships for a further 
period of five years from April 1,1971, to March 31,1976. 

He has shown similar good sense in deciding to 
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continue the development rebate. The rates on which 
the development retote will be admissible in respect of 
machinery and plant installed after March 31, 1970, 
have already been reduced, under the present law, to 
25 per cent of the cost of machinery and plant in the 
case of a “priority industry’’ and 15 per cent in the 
case of other industries. This contrasts with the cor¬ 
responding rates of 35 per cent and 20 per cent applicable 
to new machinery and plant installed up to the end 
of March, 1970. The rate of development rebate on 
new ships is and will continue to be 40 per cent. The 
tax holiday and the development rebate have proved 
to be exceedingly valuable concessions, but for which 
the, present structure of corporate taxation would have 
pro^ an intolerable burden on industrial expansion. 
Mr Desai is to be congratulated on the wisdom dis¬ 
played by him in reassuring the corporate sector of the 
continuance of these essential fiscal reliefs. 

Two more favours have also been shown to the 
corporate sector. The income derived by Indian com¬ 
panies from the transfer or servicing of know-how is 
to be taxed on a concessional basis. This is expected 
to encourage the development of local know-how and 
discourage what is described as “repetitive import of 
technology”. Secondly, an amount of up to 2.5 per 
cent of the project cost, spent as promotional expenses 
or expenses on project reports, market surveys, etc., 
will be allowed to be amortised over a lO-year period. 
This concession is intended to ease the financial burden 
of launching new enterprises or investigating new pro¬ 
ject possibilities. 

Small Mercies 

These reliefs may be merely more than small mer¬ 
cies. Nevertheless, what Mr Morarji Desai has done 
in a positive sense to encourage the corporate sector is 
relatively less important than what he could have done 
but has not. It is indeed highly deplorable that despite 
the mass of material available to him for formulating 
a programme of enlightened corporate taxation, Mr 
De^ has decided to leave severely alone the problem 
of disincentives in the existing structure of corporate 
taxation. The Finance Minister has done nothing what¬ 
soever to moderate the fiscal inroads into company 
finances which are making it impossible for reasonable 
provision being made for corporate resewes or distri¬ 
bution of fair dividends to holders of equity shares. 
The surtax on company profits, which has been 
recognised by Mr Desai himself to be a deterrent to 
corporate efficiency, continues. Worse still, the very 
reasonable demand for at least reduction of five per 
cent in the basic corporate tax as the first step towards 
an expansion-oriented corporate tax structure has failed 
to win Mr Desai’s acceptance. 

In the circumstances, it is not sui-prising that the 
stock exchanges and the capital market have not exactly 
been brimming with enthusiasm for the present central 
budget. It is only the relative improvement in the 
general economic situation and a faith in the prospects 
for the continuing expansion of agricultural production 


and the possibilities of further progress of industrial 
recovery that are helping to sustain the pre-budget 
improvement in stock exchange sentiment. There can 
be little doubt that Mr Desai has lost an opportunity 
for injecting new hope and new vigour into the indus¬ 
trial economy of the nation by effecting a timely 
tiansformation in the government’s fiscal attitudes 
towards corporate earnings. 

Elsewhere too, the Finance Minister has missed his 
cue. Even after accepting the importance of a<wi»ting 
the jute and cotton textile industries to counter tiie 
growing threats to their solvency, Mr Desai has not 
been able to meet the bare needs of the situation. For 
the cui-e of a disease the dosage is as important as the 
medicine itself and the grudging reliefs which the 
Finance Minister has extended to these industries are 
an obvious case of gross under-dosage. Thus, although 
the cotton textile and jute industries are to be treated 
as priority industries for the purpose of the development 
rebate, they have been denied this status where con¬ 
cessional rates of corporate taxation are concerned. 

innplicable Attitude 

Again, altiiough it has now become firmly established 
that the export duties on jute manufactures are eating 
into the vitals of this industry and are steadily under¬ 
mining its competitive position ois-itois the jute goods 
industry in Pakistan as well as synthetic substitutes 
which are forging ahead in world markets, Mr Desai 
has not had the courage to abolish these duties and 
has merely pronounced cuts in them. His attitude is 
indeed inexplicable since experience has shown that 
the duties, whatever their rates, arc an extremely 
damaging levy on the competitiveness of this major 
ejqwrt industry of the nation. There is, indeed, a view 
in the jute industry that its exports should be subsidized 
rather than taxed. This imdcrlines the harmful gap 
that exists between the thinking of the academics in 
the government and the practical businessmen and 
professionals in the jute industry and trade. Mr Desai, 
it may be added, has also proposed an increase in the 
basic excise duty on jute manufactures. Thus, the net 
result of all these budget proposals relating to the jute 
industry is that the sum of the reliefs accruing to it 
are boimd to be much less than what is needed to 
sustain its competitiveness in international trade. 

Mr Desai has dealt with the cotton tmetile industry 
In the same grudging manner. Apart from the fact 
that the priority status given to it stops short of 
making it eligible for concessional rates of corporate 
taxation, the textile industry has suffered grossly from 
the Finance Minister’s niggardliness in dispensing reliefs 
in excise duty to this beleagured industry in which 
mill after mill is giving way before accumulating finan¬ 
cial stresses. In the name of finding fimds for the 
relief he is providing for the weaker cotton mUls by 
abolishing the duty on ^y fabric and reducing the 
processing surcharge on me^um and coarse categories 
of fabrics, Mr Desai has thought it proper to increase 
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the excise duty on superfine and fine fabrics and 
selectively levying an od valorem duty of 15 per cent 
on the costlier varieties of fabrics, such as suitings, 
tapestry and fiu-nishing fabtics, Turkish towels and 
others, which at present bear what the Finance Minister 
regards as a low incidence of duty in relation to their 
prices. In other words, the Finance Minister has pro¬ 
posed a tax on the productivity of the more efficient 
mills so that he may skim off such higher profit 
margins as they’ may be enjoying as a result cd their 
past investments in modernisation or improvement of 
technology. 

It is a pity that Mr Desai has chosen to ignore the 
fact that it is this kind of fiscal or other animus shown 
by the government in the pa.st towards the moderni¬ 
sation of cotton textile industry and improvement of 
its technology in consonance with world standards 
which has brought that industiy to its present sorry 
pass and burdened it with the problems of the soKialled 
sick mills. As in the case of the jute goods industry, 
so in the case of the cotton textile industry, the 


Finance Minister has faUed to act in a reasonable way 
in assisting them to replenish their resources for raising 
their efficiency and productivity and improving their 
competitiveness in markets at home or abroad. We 
are afraid that, instead of going as far as he could 
have done towards removing the difficulties of these 
hard-pressed industries, Mr Desai has merely tinkered 
with their problems thereby doing little to take these 
industries any nearer to a satisfactoiy solution of those 
problems. 

The Finance Minister’s proposals for taxing “rural 
affluence’’ resulting from the emerging “green rovo- 
iution” have promptly provoked controversies some of 
which have political ovettones. Mr Desai has extended 
the coverage of the union excise duties to include two 
major farm inputs, viz., fertilizers and power-driven 
pumps. An excise duty of 10 per cent ad valorem is 
to be levied on fertilizers yielding a revenue of Rs 22 
erores and a duty of 20 per cent ad valorem is to be 
levied on power-driven pumps yielding a revenue of 
Rs 2 crores. There is also to ^ a countervailing import 
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duty OJi fertiJize:s which is expected to fetch Ms 26 
cvaces. 

la making these propusah, Mr Desad xaay appeal 
to tile broad agreement developing in the nation that 
the more prosperous suctions of the farming community 
should be made to increase the contribution to public 
revenues. It is obvious that, without a widening of 
the tax coverage to include wealth and incomes in the 
agricultuial sector, it will be impossible to broaden the 
base of the national tax structure and thereby lighten 
its disproportionately heavy incidence on the business 
and professional classes or the urban communities. Here 
considerations of equity as well as economic efficiency 
apply. If a growing level of govertunent expenditure, 
including outlay on development, is to be financed 
mainly through the increased taxation of the non-agri- 
cultuial classes, thei-e is every risk of incentives for the 
section of the population thus taxed excessively being 
irreparably damaged. This will adversely affect growth 
in the industrial sector immediately and in the economy 
as a whole ultimately. Moreover, the burden of taxation 
on the urban middle class will have to be raised to 
levels beyond the limits of endurance causing economic 
distress and dangerous social strains. It is obvious that 
there can in fact be no growth in government revenues 
beyond a point—and this point will soon be reached 
it it has not been reached already—unless that part 
of the national income (which is roughly about 50 per¬ 
cent of the total) arising in the agricultural sector is 
also made to contribute its pioper share to public 
revenues. 

Political Prejudice 

The taxation of agricultural incomes, however, falls 
mainly within the jurisdiction of state governments. 
For obvious political considerations, the state govern¬ 
ments have not come forward to levy taxes on rui-al 
incomes, such as a really effective agricultural income- 
tax, since this may alienate the numerically important 
rural electorate. In a context in which political parties 
in opposition are openly enthusiastic about exploiting 
the issue of agiicultural taxation for promoting theu- 
uwn popularity in the countryside, it is perhaps natural 
that parties which happen to be in power are extremely 
reluctant to stick their necks out. 

* 

In the circumstances, the Finance Minister's move 
is essentially in the nature of an attempt on the part 
of the central government to bell the cat. He has 
sought to justify his proposals with an abundance of 
sweet reasonableness. As he puts it, those who benefit 
by the substantial investments of public funds in agri¬ 
culture, including research, irrigation facilities, fertilizer 
plants, rural electrification, credit facilities and support 
prices, should contribute a part of their prosperity 
towards the cost of development in general. This is 
all the more so, says Mr Desai, since the benefit of 
improved teehnolog.v cannot yet be shared by the 
majority of our farmers, particularly in dry regions 
where fertilisers and new seeds are not easy to apply. 


■He also points out that the /aciUties lor lift irrigation 
-by powee-davea pumps ate not spreading uniformly. 
If the benefits of the new. agricultural technology are 
to be carried progressively to a growing proportion of 
our farm population, the resources needed for this 
purpose, pleads Mr Desai, should come at least in pail 
from the beneficiaries of the process. This is the 
rationale, as he sees it, for the levy of excise duties on 
fertilizers and power-driven pumps. 

A third pi-oposal—and a rather colourful one—made 
by the Finance Minister lor taxing faim piospei'ity is 
to pi-ovide in the Wealth Tax Act for levy of wealth 
tax on the value of agricultural land, including buildings 
situated on or in the immediate vicinity of such land. 
Agricultural wealth will be added to other wealth for 
the purposes of the tax at the existing rates with effect 
from the assessment year 1970-71. Mr Desai expects this 
measure to yield an additional revenue of Rs 5 crotes 
in a full yeai- and since this tax is to come into effect 
only from the assessment year 1970-71, there will be 
no revenue gain in the coming year. He has also stated . 
that it is the intention of the central government to 
pass on the proceeds of the wealth tax on agricultural 
properiy to the states as giants-in-aid. 

Half'Hcartcd Support 

The proposal to tax agricultuial wealth seems to 
enjoy less than the full support of Mr Desai’s colleagues 
in the cabinet. In fact, this move met with so much 
opposition at the meeting of the union cabinet, convened 
immediately before the presentation of the central 
budget in Parliament, to hear Mr Desai read out his 
budget proposals to his colleagues that the Finance 
Minister, in the course of delivering his budget speech 
subsequently, had to interpolate a qualifying class in 
the passage relating to his proposal for taxing agricul¬ 
tural wealth. Thb qualification was to the effect that 
it was the intention of the government to provide for 
the exemption of genuine agriculturists from the pur¬ 
view of the tax on agricultural wealth. 

There has been some haif-heai-ted attempt on the 
part of the critics of Mr Desai’s proposals for taxing 
the agricultural classes to find economic arguments for 
their -opposition. It has been said that, even if these 
taxes may ba justified in theoi-y, Mr ^sai has been 
hasty in coming forward with his proposals at the 
present time and that he ought to have waited for some 
more time until the processes of populai-ising capital- 
intensive and technologically developed fanning among 
the rural population had advanced further. Mr Desai's 
proposals, in other words, are condemned as being pre¬ 
mature and as being <^culated to nip the "green 
r'evolution" in the bud. There is, however, no ground 
for supposing that the excise duty on fertilizers or 
power-driven pumps will' discourage their use. In any 
case, the critics have neither been able to nor have 
cared to make out a respectable case on these lines. 
Unless there is reason to fear that the new excise levies 
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will check the popularisation of these farm inputs, there 
is warrant for their being given a fair trial. 

As regards the proposal to tax agricultural wealth, 
the criticism advanced on economic grounds is that it 
would discourage progressive agricultural entiepreneurs 
who are spearheading the “green revolution" by acting 
as its catalysts or pioneers. It is also contended that 
this proposal will inhibit the flow of urban capital into 
fanning which is in great need of replenishment of 
its capital resources. This argument overlooks the fact 
that, since “other” wealth is already subject to a wealth 
tax, the mere extension of the wealth tax to agricultui al 
wealth cannot in itself be a reason for investments in 
agriculture not being undertaken provided they are 
otherwise attractive and profitable. What would really 
cotmt here is the degree of productivity of capital- 
intensive, technologically advanced farming. Provided 
this productivity is sufficiently high so that attractive 
incomes may be earned as well as substantial capital 
appreciation expected, agricultural entrepreneurs, 
whether whole-time or only part-time, should feel suffi¬ 
ciently encouraged to engage in modern farming. 

Doubtful Validity 

Doubt has been expressed about the constitutional 
validity of the proposal to bring agricultural wealth 
within the purview of g central government enactment, 
such as the Wealth Tax Act. The Finance Minister 
has explained that he has armed himself with appro¬ 
priate legal advice. This, in any case, will, in the 
ultimate analysis, be a matter fur the courts to decide. 
Meanwhile, it is certainly politically necessary for the 
central govei-nment to carry the state governments with 
it in pursuing this proposal. Mr Desai has paved the 
way for co-operation from state governments by declai- 
ing that the proceeds of the tax on agricultural wealth 
will be transferred to states as grants-in-aid. While 
some of the state governments may nut be able to 
resist the temptation to embarrass the centi-e in a matter 
of this kind, where such sensitive issues as the precise 
nature and extent of the centre’s fiscal jurisdiction vis-a- 
vis state governments, or the direct taxation of the rural 
electorate are involved, even they may not be entirely 
blind to the advantage of letting the centre benefit the 
revenues of state governments by itself undertaking 
unpopular tax measures. As regards the excise duties 
on fertilizers and power-driven pumps, it may be ex¬ 
pected that they will in due course ^ brought within 
the list of divisible taxes, the proceeds of which are 
shared between the centre and the states in accordance 
with the recommendation.^ of Finance Commissions 
from time to time. 

Essentially, however, the opposition to Mr Desai’s 
proposals of direct or indirect taxation of the agricul¬ 
tural sector is political. Even within the Congress 
party, there is great reluctance to face the risk of Ute 
party alienating the sympathies of influential or 


articulate strata of i ural communities. It is the pressure 
motivated by this fear which Mr Desai is being called 
upon to cope with from the moment be conveyed his 
budget proposals to hia colleagues in the union cabinet 
The process of his yielding has alieady started, with 
his undertaking to find ways and means of exempting 
genuine agriculturists from the proposed tax on agri¬ 
cultural wealth. If this asaurance is implemented it 
would mean that the measure of taxing agricultural 
wealth would boU down to the process of closing or 
restricting an opening for tax avoidance or evasion by 
the richer professional and business classes who may 
have branched out into farming either in order to earn 
tax-free supplementary incomes ui build up tax-free 
wealth or in order to equip themselves with means of 
bringing unaccounted money into the books. While we 
do not deny that, even m this restricted sense, tlie 
agricultural wealth tax may serve a desirable social 
purpose, we would certainly emphasize the point that 
its effectiveness as a basic leform .of the national tax 
structure will have been very considerably reduced. 

All this could only underline the lact that the 
process of development financing has reached a stage 
where the Finance Minister, os the architect of i-esources 
mobilisation in the public sector, is bound to find him¬ 
self increasingly a prisoner of circumstances vrhich arc 
largely of the government's own making. From this 
prison there is only one way out and this is fur the 
government to encoui'age and assist the industry and the 
commerce of the nation to grow rapidly and thereby 
build up resources in the community for meeting the 
expanding demands of tiie development process. In 
this dynamic strategy the role which the central budget 
and its fiscal policies may play can only be a subordinate 
one-subordinate, that is, to the over-i iding needs of a 
larger economic policy designed to promote voluntary 
savings, capital formation, new indusitial initiatives and 
managerial enterprise. While it cannot bi' said that, 
through the present budget, Mr Desai has been able to 
spell out this freedom for himself or the government, 
he may perhaps claim that no new bolts have been 
shut into or bars put on the gates. 


GROW MORE 


SAVE MORE 


WORK MORE 
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IN THE LIGHT OF THE BUDGET 

All Clear for Creative Banking 

B. K. VORA 


IM TliK v«nU'til budget lor 19tta-70. the Deputy Prime 
Minister has again chosen to resort to d^idt financing by 
leaving a deficit of Rs 250 crores uncovered as against Rs 
260 crores in the revised estimates for 1868-69. Judging 
trom the imperative need for accelerating the pace of economic 
recovery, deficit financing of this magnitude may be considered 
u fairly safe dose. The experience gained last year is a 
significant pointer to the possible economic cunseuucnccs of 
another moderate dose of deficit financing this year. The 
economy has witnessed favourable trends in industrial pro¬ 
duction, agricultural output and exports during 1868-69 and 
it is indeed creditable that price stability has been maintained 
despite deficit financing. The momentum that h8.s gothcred 
needs a further push to ensure sustained recovery. 

The monetary policy ui the Reserve Bunk of India has 
proved quite efficacious. The credit policy of banks has also 
Ijeen successful in reversing recessionary trends. It is apparent 
from the current year's budget that both monetary and credit 
policies will have io play an even more significant role in 
the future. Deficit financing leads to more money in the 
hands of various sections of the (‘omniunity and this has an 
impact Ml the price level. In order to keep such Inflationary 
tendencies under cheek and to ensure that the very object 
of deficit financing is not defeated, banks will have to exert 
themselves increasingly to achieve the dual ulijective ol 
mopping up the surplus purchasing power In the community 
.md ensuring u reasonable degree of selectivity In their 
functions of credit creation and distribution 

Aggressive Tapping 

In the matter of mobilisation of resources, rural as well 
as urban sources will have to be tapped in im aggressive 
manner. Particular emphasis, however, will have to be laid 
on the monetisation of the rural sector. With a substantial 
Increase in farm production and the consequential shift in 
income from the urban to the rural areas, banks will have 
to extend their operations to unbanked and undeveloped 
centres. The banking habit will have to spread among the 
rural populallon. Suitable marketing techrdques for selling 
bunking services to those altogether unused to dealing with 
banks will have to be evolved and put Into effect. Banks 
have hitherto lieen dealing with metropolitan and town custo¬ 
mers, but bearing in mind the Illiteracy of the village folk 
and their traditional conservatism in the matter of parting 
with their savings, the outlook of the bank staff will have to 
be reoriented and banking methods and procedures considerably 
simplified. Besides extending bank services geographically 
by opening more rural branches, onq-man offices, mobile 
nflices or ‘mini’ offices, depending upon their resi>cctive suit¬ 
ability for suburban areas and “satellite” villages in the 
neighbourhood of larger towns, the services will have to be 
expanded functionally as well A survey of a wide range of 
services suited to the requirements of farmers and workers 
will have to be made. As a matter of fart, the metmpolitan- 
orlentation of banks will have to co-exist with a new rural 
orientation. A certain degree of refinement has to be bred 
into the banking system and more innovative market techniques 
and management principles introduced in its drive for deposits. 

Another area where great care and circumspection will 
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be required on the part of banks is credit ulluvaUon and 
disbursement. With the economy turning the comer and 
passing through a stage of convalescence, banks wilt have to 
be extremely judicious in their lending policies. No doubt 
the National Credit Council is seized of this problem and 
will exerdse a great degree of selectivity in suggesting sectoral 
credit allocation but the responsibility for actual implemen¬ 
tation would still be that of banks. 

While inaugurating the seminar on “Credit FaciUtles to 
Small-Scale Industrie^", the Oeputjf Prime Minister called 
upon the bankers to make an all out effort to mobilise deposits 
to the maximum extent so that the credit requirements of 
the various sectors of the economy could be met more fully 
As an incentive to save and to deposit the savings with banks. 
It would be worthwhile for the government to grant exemption 
from tax on interest earnings on bank deposits up to Rs I.OUa 
in the same manner as has been done in the case of dividend 
income from investment in shares and returns on investment 
in Unit Trust certificates. 

Aid to the Economy 

During the current busy season up to February 28, 196'J, 
bank deposits increased by Rs 194.05 crores as against a rise 
of Rs 134.13 crores in the corresponding period of the previous 
season. The total bank credit during the same period so far 
has risen by Rs 222.37 crores as against a rise of Rs 367.7(1 
crores during the previous busy season. Although, at present, 
there is increasing liquidity in the banking system, which 
would certainly act as an aid to further economic growth, 
lending stiU needs to be selective If it is to further the objecUves 
of social control. While the needs of the preferred .sectors, 
such as agriculture, small-scale industries, export and the 
retail trade should be given due precedence, some sort of 
priority will have to be fixed in respect of the needs of other 
borrowers. No productive sector of the economy should be 
starved of its credit needs as it Is the increase In production 
that will neutralise the effect of the additional money supply. 
The main criterion of lending will have to be the potential 
the loan contains to curb inflationary tendencies that may he 
generated in the economy from time to time. Every bank loan 
will also have to be judged from its passible impact on produc¬ 
tion. creation of employment opportunities, prevmtion of 
speculative tendencies and hoarding and profiteering habits. 
fn the ultimate analysis, lending will have to be viewed in 
the light of the social advancement it will bring about. In 
other words, lending policies will have to be socially oriented 
and wherever possible, banks should endeavour to link up 
rura' deposits with rural credits. It would inspire confidence 
in the rural sector if mobilisation of the rising agricultural 
income is used for financing further agricultural progress. 

The importance of Ute role of banks in the currant year 
cannot be overemphasised. The budget has been so framed 
as to enable the government to place greater reliance on 
the effectiveness of the monetary weapon. Banks implement 
the monetary and credit poUcies of the Reserve RaiUr 
should, therefore, act as potent Instruments for stimulating 
the economy. Admittedly, the larger resources that the hanir. 
command can be so employed as to set the pace and direction 
of economic devclopm«it. This year would be erucial for 
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PUBLICATIONS 


UrbanltiUoa, Dwthpmtnl Polhles wid Planning 
FIrat issue of IntarnnUonal Social Denhpmeni 
flmfJaw. Prablema and poilciee connected with 
urDan growth and population distribution. 

Us. t!M 


Raporl of tha World Land Reform Conference, 

tsss 

The purpose of the Conference was to provide 
tte Governments of Member States with a forum 
for the reappralsai of their programme for adjust¬ 
ing agrarian structures, with an opportuni^ for 
borough assessment of their currant poiiey bi 
the light of economic and soelai development 
plans, and for the exchange of experience in the 
planobig and Implementation or land reform 
programmes. 

Re. t.eo 


Portfolio for Peace 

Excerpts from' the writings and speeches of 
U. Thant, Secretary-General of the United 
Nations on major world issues 1961-19^. 


Manual of Land Tax Admlnlatrallon 
Including valuation el urban and rural land 
Improvements. Contents atu divided Into four 
parts; the fiscal cadastre; ptanning; Installatian; 
mainlananca of the fiscrd cadaatra. 

As. tSM 


■4 Syalem of National Aeeounie 
The new SNA gives the guidelines ht Improvbig 
^ developing national accounting. It la 
designed to help In gathering eo-ercHnated aarlas 
of atatisttcs about all aspects M an economy 
a^ In mganliing those data Inie a coharant body 
of analytical accounts and tahles. It reflects the 
r^t advances In economic and social thinking, 
planning and policy-making, and stallstleil 
practice. The new system Is the rasult of four 
years of intsmatlonal studies and discussions, 
and It reflects the experience of countries wHh 
differing economic and social systems and at 
various stages of devsiopment. 

As. ttJOe 


MeUtodohof and DefinUhna 
Iter SupBiement to the SMIatkal Yearbook 
and the Monthly Bulletin of StetIUNa 
Comprehensive, detailed deflnltlons and sxplana- 
tory (tales for the statistical series published In 
tho Yearbook and the Bulletin. Particular 
retaranes Is made to scope, coverage, methods 
of compilation, definitions and otnor factors 
aflecUng the International comparability el 
statistics. A valuable work. 

As. 


UNDPI^hleet Deacriptfona 





Ra. 7.59 

^Ited Nations Conference on Road and Motor 
Transport 

A new edition of the Final Act and Related 
Documents of the United Nations Conference on 
Road and Motor Transport held. Contents 
mclude; Rules of the Road; Signs and Signals: 
Road Traffic Signs; Danger Signs and Road 
Markings. 

As. 19.99 

Report of the Iniet-reglonal Symposium on Metal- 
worUhg Industries In Oeeeloping Countries 
Contents: Review of metal working Indusiries; 
Demand and supply; Machinery censuses; Trade 
and Investment policies; Role of regional co¬ 
operation; Research and development; Standard- 
ixatlon; Degree of mechanization; Manpower 
probiemsi Replacement policies. 

As. tlM 


Commencing January 1969 the United Nations 
Development Programme — UNDP will make 
available on a subscriptlen basis UNDP Project 
Descriptions, containmg comprehensive informa¬ 
tion about UNDP-aaaistad projects approved 
by the Govembii Council. The projects ranga 
from development of agricultural and mineral 
sectors, to advanced Industrial comptoxss, 
transport systems and public administrations. 

The descriptions are Intended as a useful source 
of Information for governments, as well as 
finsncing Institutions, and commercial firms and 
organizations interested In contracting opportu- 
idtles. They present tho estlmatod duration of 
the project; the objaetlves of tho project and 
tltalr mlatlon to the’ national development plan; 
the work plan of the preset; expert aervlees, 
contracU and equipment needed tor the proJecTs 
Implemantatton; end budgst. 

As. 99040 
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THERE ARE OVER 16,000 hmt MACHINE TOOLS 
WORKING IN THIS COUNTRY 

The Hindustan Machine Tools has played a significant part in 
India’s industrialization during the past decade. Starting with 
the production of the Lathe in 1956 the hmt today has grown 
Into one of the world’s largest machine tool builders producing 
highly sophisticated machines for the Engineering and Defence 
industries. Until March 1968 a total of over 16,000 hmt machines 
are at work in India. Besides hmt has exported 274 machines to 
New Zealand, Australia, Czechoslovakia, Poland, Nigeria, Switzer¬ 
land, U.S.S.R., West Germany, East Germany, France, U.K., 
Bulgaria, Hungary, and the U.S.A. The hmt has taken the 
recent Economic recession as a challenge to Its very existence. 
Efforts are being continually made to diversify its production 
lines in its Factories at Bangalore, Pinjore, Kalamassery and 
Hyderabad and to accelerate export of its products. 

Today, in all the hmt Factories, about 250 Engineers and Draughts¬ 
men are engaged in the work of designing machines, improving 
the existing ones and converting and following up licensed 
designs. They aim at ensuring that the designs of hmt products 
are sound and reliable. With hmt’s entry into the world 
market, the responsibility and task of design and development 
of machine tools has become more and more demanding, hmt 
is fully alive to the needs of the situation. 


hmt Hindustan Machine Toois Ltd. 

BANGALORE-31 


Factories at: 

BANGALORE • PINJORE • KALAMASSERY • HYDERABAD 
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and, if correct banking tadicies are followed, the transttlona! 
period can be reduced. 

A high degree of creative banking will be needed ut all 
levels of inauagenient and one is reminded of the true concept 
of creative banking described by Mr David Rockefeller, in 
one of hi.<5 books, where he says, "I think of creative banking 
not as an occasional novel idea or inapirational flash, but as 
a continuing attitude of mind that constantly seeks mote 


imaginative and effective ways of accommodating the financial 
requirements of our economy, aind of putting money to work 
for economic growth in the city, across the nation, around the 
world. T think of creative banking as a consciously cultivated 
disposition to look for the opportunities of progress rather than 
lament their cost. 1 think of creative banking .ns willingness 
to re-examine ail segments of our business bi the light of the 
changing technology of banking; an unwillingness to be 
fettered by arbitrary rules and routines." 


New Horizons for Monetary Policy 

SAGITTARIUS 


THE BORROWING programme of the central government 
for 1969-70 should mark the beginning of a new chapter in the 
policy of cheapening credit adopted by the Resene Bank ui 
India in the past two years if a further attempt is to be made 
to raise resources through open market loans on a basis wblcli 
is again more favourable to the borrower. On the last two 
occasions there has been a stiffening of the terms of the new 
loans and the yield on government securities has in fact been 
reduced by over J per cent with the 34 per cent 1993 loan 
being issued at par last year against the temt of 2.3 j'ears 
11)07 for the stune loan at par. 

In 1066, however, the issue price was at a dLscounl of one 
per cent. Llkewi.se, the short-term loan carried interest only 
at U cent even for a term of seven years, the issue price 
being fixed at par. In 1967, the short-term loan carried intei'e.st 
at 44 per cent with a term of five years and an issue price at 
par while in 1966 the five-year loan was issued at a discount 
of 3} per cent at the same rate of interest. It will thus lie .seen 
that there has been a progreitslve reduction in the yield basis 
and considerable benefit was derived out of the lowering of 
the Bank rate to S per cent from 6 per cent on Morch 2, 1968. 
It must be mentioned here, however, that the policy of cheapen¬ 
ing money had been initialed much earlier and the reduction 
In the Bank rate was effected only to realign it to be in keeping 
with lower short-term rates. 

Larger Borrowing 

The borrowing programme for the next financial year 
contcmplatc.s the raising of a gross amount of Rs 500.2,3 crores 
against Rs 396.21 crores raised In the current .year, it being 
assumed that there will be net Iwrrowing of Rs 108 crores 
again.st Rs 81 crores in the revised estimates for 1966-69. 
The larger amount of gross borrowing is due to the fact thal 
the 4 per cent 1969 loan outstanding lo the extent of Rs 202 
crores is to be redeemed on May 8, 1969, aqd the 3iJ per cent 
1969 loan for Rs 190 crores on July 1, 1869. Three loans were 
redeemed in 1068-69 aggregating to a total of Rs 236.90 crores. 
There was also a funding operation for Rs 73 crores reccnily 
with a re-issue of 41 per cent 1073 loan for Rs 25 crores, 3} tier 
cent 1974 loan for Rs 25 crores and 4 per cent 1979 loan for 
Hs 25 crores. There was cancellation of art hoc securities for 
a carrespondlng amount. 

As short and medium dated loans have been reissued and 
latterly the Reserve Bank has been effecting consldcraWe net 
open market sales, the actual amount mobilised would have 
been much more than the Rs 81 crores raised by the central 
government if credit had been taken by it to some extent 
for the reissues., ft was perhaps not thought ad¬ 
visable to adopt this proceilure because of deficit financing of 
Rs 280 crores In the current year and the prospect of a further 
dose ef deficit financing for Rs 250 crores ia 1069-70. It should 
therefme be said that the estimates for 1960-70 are rather 
cenaarvative especially oa the banking system. Life Inaurance 
Corporation, provident funds and trusts shotdd be able to lend 
support to the new loans on a bigger scale than in recent years. 
The scheduled commercial banks alone will be able to raise 
deposits by nearly Rs 500 crores in 1960 against Rs 431 


crores in 1968 while lum-scliediiled and co-operative credit 
institutions should be In pos8es.sion of larger funds due to the 
increase in the purchasing power of the agricultural income 
groups. The Life Insurance Corporation, for Its part, has been 
underwriting new business on an impresalve scale while there 
will be the usual additions to the provident funda and trusts. 
It will be no exaggeration to say, therefore, that the central 
government alone should be able to raise a net amount of 
Rs 15U crores in the form of open market loons, the state 
governments Rs 100 crores and public Itodics Rs 25 crores. 


The question now is what should be "the pattern of borrow¬ 
ing and what .steps should be taken to cheapen further the 
terms of loans so that the conversion operation this year can 
t>e made less costly. There will be difficulty, however, for 
the central hanking institution to effect a fiirthsr reducthm 
in the Interest rate on short-term lomis without lowering the 
bank rate as such to 4i per cent. In fact there were confident 
expectations from some quarters that the Reserve Bank might 
announce a re<)iirtlon in the Bank rate to the level that existed 
in September 1964. 


But there are some practical difficulties in the wav as 




■r 


Books of Interest to the Economist 

Chaodhnrl—^The Iron & Steel Industry of India 20.00 

Chaudhuri—Indian Industries: Development 8c 

Location 20,00 

Chaudhuri—^Economic Geography 12.00 

Ferguson & Krepa -Principles of Economics 14.00 

Galbraltb—The New Industrial State 28.00 

Halm—Ecnnomic Systems 8.00 

Mahesh Chand—Sucio-Economic Survey of 

Allahabad City 20.00 

Harbison & Myera—Education, Manpower 8c 

Economic Growth 5.(i0 

Markham-The American Economy 5.00 

Nan«*ar~Land Reforms in Vidarbha 20.00 

N.B.EJI,—Foreign Tax Policies lit Economic Growth 05.00 

Rautenslranch & Villera—The Economics of 

Industrial Management 0.(>0 

Taylor -The Economics of Public Finance 12.00 
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hi' LfiiUt in.' tiliitiwu- i*re pj’opo.sing to offer fwwh Indueenu'nls 
t'. the- holders of savings bunk accounts and it Is thought that 
Icndlnt: rates alone cannot tie reduced as pridit margins have 
twHii impaired with rising working expense.s. If the Re«Tvc 
Bank can evolve a Sfhome for subsidising banks to some extent 
ttie t'xpciulUurc incurred on the opening and running of new 
liranchcs and s-pcclal d!s(X)Unting facilities are offered, It ma.v 
be possible to realign dciaxsit rates in a way which will also 
a'Innt of a slight lowering of lending rates. 

in that event the terms oC the loans can be framed to 
bc’icfil the borrower. As a 30-year loan is not very popular, 
a loan at pi'r cent With a tenn of 27 years at a slight 
di..'viutil c.iii be ihouahl of especially as 5} per cent IMS loan 
i. nnw tiuutiiiK above par. Likewise a 4 per cent seven-year 
toil \ <iio be i.^.siiecl at a discount of i per cent or even one per 
•'iMi*.. 't‘hc gilt-edged market is very firm and with no great 
pic'.-ure on the banking system for expanding creilit except 
lot pMcureiiienl purposes. It may lie found advantageous b.v 
bank.i to invest in government loans in excess of statutory 
rciijircments if the rediscount rate Is reduced to 4 per cent. 
As the government has to make up its mind in the next three 
or four weeks the developments In the mone>- market should 
pn VC to tie interesting. The borrowing programme for 1909-70 
lia-> to lie completed in two stages as in the current year 
becoiise the 4 piT cent lOBM loan fall.® flue for repayment on 


May 8. The second stage of bgrrowlng also has to be com¬ 
pleted earlier than .luly I. with the Si per cent 1909 loan being 
repayable on this date. As Mr L. K. Jha, the Governor of 
Reserve Bank, has successfully initiated the new policy and 
toned up the glll-isdRed market It will be interesting to find 
out how be evolvas the new strategy. 

A major policy decision, however, has to be taken as the 
pattern of interest rates for the next few years wlU have to be 
determined in the context of the neerl for Incentives for saving 
and investment and the ncces.sity to provide ample and cheap 
ceadit for priority purposes. The cost of borrowing for indus¬ 
trial units is no doubt heavy as the net interest rate works 
out higher because of the compounding on a quarterly basis. 
The guarantee charges will also have to be taken into comd- 
deration. The banks can reduce the spread between their 
deposit and lending rates only if, as stated above, the govern¬ 
ment agrees to provide special facilities for the banking system 
in consultation with the Reserve Bank fur implementing the 
programme of liranch expansion. As more and more branches 
ate being opened in the interior areas and it is felt that the 
State Bank of India has benefitted by the subsidy scheme, the 
demand has been put forward that other banks too should be 
given similar facilities. The year 1909, therefore, promises to 
be very important for the banking syslem as well as the borrow¬ 
ing programme of the centr.il and slate governments. 


Exports: More Needs to be Done 

HOMI J. H. TALEYARKHAN 


TUP, ENCUtlRAGEMENT proposed to tie given to exports by 
tiu.* reduction and even exomption from export duties of certain 
rcmmcKlllies which have been our big foreign exchange earn¬ 
er.-, .such ns jute hessian, Jute sacking, wool packs and cotton 
bagging, ten, raw wool, package tea, mica, etc., is welcome 
€‘vl.'!cnce of the govcniinent's interest in the fortunes of thesi* 
traditional llem.s in our export trade. Over 70 per cent of 
our evrorts still coniorise of traditional items of which the 
abovi' are among the more important. Of late, how'ever, export.s 
of .some of these commodities have been showing a decline, 
thouglt, on the whole, our oxixirts In the current financial year 
for the period April to November 19BA were over Rs 908 
rrorcs, that is to sa>, nearly Rs 112 itotps more than during 
tne cturesiKindiiig perioft of 1987. 

White exports in cashew kernels, iron ore, castor oil, oil 
cukes, tea, iml.'ie!.. miiiignuese ore, groundnuts and raw jute, 
have shown substantial inercascs during this period, items such 
as sugar, iron and steel scraii, raw hides and skins, raw wool, 
mieu, tutiurcu, h.i\e shown a sharp decline, if not in physical 
qiimitity exported, certuliily in the foreign exchange earned. 
It may partly be due lo I he t.ill in the unit prices realised. 

The Finance Miiiisiev hiK pcoiioscd timely measures to 
ensure tiu: restoration of the export appeal of these “depenrl- 
aliie” fortifications of the lorcign exchange wealth. It is to 
be hopetl that the pniposuk will have the necessary effect 
and transliita intention into performance, The total relief 
would come to Rs 23 crorcs. II m.iy, however, lie felt that 
this is not sufficient. 

In fact, it would lune I'fCti lietlor if export duties had 
Ix-en totally abolished particularly on tea. jule and cotton 
textiles in order to enable them to face the increasing compe¬ 
tition in world markets. To Illustrate. Hong Kong has nosed 
out India ns the principal exporter of cotton textiles to the UK 
and Indian ten Is facing inctcasing competition from the small 
but highly developed and organised tea industries of Ceylon 
and countries In East Africa. Indian Jute is. simiiari.v facing 
jsliff competition from Pakistani interests. 

Increasing reliance Is being put on exports of non-tradl- 


tional commodities such as engineering goods and iron and steel. 
These have made impressive progress after slow beginnings. 
Exports of engineering goods have increased from a mere Rs 
3 crores a decade ago to as high as an estimated figure of 
Rs 8.5 crores this year. The exports have nearly doubled in 
the last one year, thank.', partly to the impact of the recession 
of home demand. In the case ol Iron and steel, exports 
have risen from Rs 29 crores to over Rs 8.5 crores within the 
lost two years. Engineering goods and iron and steel together 
account for Rs 170 crores of exports for the current year. 
This means about 7 per cent ol our total exports. This 
however, is .^till too small a share compared lo the contribution 
of from 40 to 80 per cent which the exports of such goods 
make to overall export earnings in some countries. 

It is. therefore, good to find that the budget has increased 
the allocation to the Market Development Fund lor promoting 
the export of iion-traditional items. The total amount pro¬ 
vided for the Market Development Fund next year is Rs 44 
crores as against Rs 33 crores in the current year. This amount, 
is quite siiUstantiuI and it should lielp the exporter to make 
up for any In.ss he suffers on his export transactions. Any 
loss he incurs by the cost of export being higher than what 
he realizes, is made up by cost incentives on f.o.b.. that is, 
on export realization. 

While ii is true that this will tie helpful, 1 wish some 
concrete steps had been taken for reducing the cost of shipping 
freight. High .shipping costs stand in the way of our success¬ 
fully lacum price cumpetilion in worid markets. The gov¬ 
ernment should subsidise freight cither directly or through 
BSiilstance from the Market Development Fund. This assistance 
will have to be provided until such time as a larger percentage 
than 15 i.s carried in Indian bottoms. The improvement of 
port facililics is also of Imperative importance and urgency. 

This apart, a beginning could have been made in helping 
the engineering industry to build up an infrastructure, which 
would have as Us paramount objective the reduction in 
costs. Since steel is the starting pMnt of all Industries, a 
substantial reduction In exdie du^ on steel would have 
gmerated not only the latent InttaMl demand of all industita 
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primarliy dependent on steel but would have provided a 
tremendouii fillip to all Industries catering to export markets, 
where steel accounts for a substantial percentage ol ttie total 
cost of raw materials. Excise duties similarly could have iieeu 
reduced in the case of nonJerrous metals such as aluminium, 
copper, zinc, etc. 

Although this does not specially relate to ttie regular 
central budget, I would suggest that the Railwiu Minister 
could have provided for—and It is not too late even now for 
him to do so—freight differentials not only on items of 
export from inland destination to the docks, but also in res¬ 
pect of raw materials, whether Imported or local purchases, 
going !o the export centres lor fabrication into finished export¬ 
able goods. In other words, freiidit dlfferenttals not only on 
outgoing finished materials tor export but also inland freight 
differential on raw materials intended for the manufacture 
ol finished goods meant for export should have been provided. 

Though not directly connected with the budget prnt>csal8, 
I may mention that the value ol the incentives would be far 
more effective if they ere made available without involving 
too cumbersome procedtm-s. It is these procedures wh.m 
dampen enthusiasm. Talking of procedure’s, 1 may mention 
here that the procedure at present fixed for borrowings by 
banks themselves from the Heserve Bank for packing cicdt 
advances should be simplified. It may perhaps be considered 
that banks may be allowed to know their entitlements on pre¬ 
sentation of a statement as is dime in the case of the Export 
Bills Credit Schemes. -So also the method of borrowings from 
IDBI may be simplified. It the condition is insisted upon that 
the same procedure for linancing term loans to local industries 
should be applicable to borrowings for export purposes, it will 
hamper the growth of exports. 

The success of the fourth five-year Plan is mainly based 
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on the realisation of export targets and narrowing the gep 
between imports and exports, thus limiting foreign exchange 
expenditure to tla* minimum. A surer way of achieving the 
export target and even exceeding it is the restoration Ot the 
tax caucessions on export income as was prevalent prior to 
devaluation. 

Easy (md cheap availability of export finance is of course 
essential. Interest rate for packing and post'shlpment credits 
should bo reduced to below 9 per cent as against over S per 
cent at present. In Japan about 95 per cent of export fto.incing 
is handlcHl by bunks at interest charges from 4.7 per cent to SA 
per cent. The combined burden of interesl rate and pnmium 
in PK is 9.5 per cent, Japan 5 to 9.S per cent, France 34 per 
cent and in East European cnuntrics only 3 per cent. So also 
on medium and long-term e; 9 >nrt 8 , the rale should be aeduced 
likewise. This can be done if banks could obtain nlQnance 
from the Industrial Development Bank of India at 3| iper cent. 
The Heserve Bank Aould also consider giving Its approval to 
the extension Of the period ot packing credit refinance from six 
months to one year. It is gratifying to know that the Indus¬ 
trial Pevelomnmt Bank of India has now started doing Joint 
financing in cases of exports on deferred payment terns. 

For the punxise ol simidifying prtwedures for refinancing, 
it may be worthwhile considering having an Export-Import 
Bank of India which will eliminate the present cuml>etMme- 
ness of various departments of the Itseerve Bonk and the 
Industrial Development Bank of India being required lorghe pur- 
imses of refinancing banks for credits given by theih for ex¬ 
ports. If we have an Export-Import Bank, it will bring all this 
work iiniler one management and control and, if and when this 
instituuun is started, the services of senior officers of commer¬ 
cial hunks should be made iivallablp lo it for some period to 
work us senior executives. 
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McKee can apply OVERLAPPIMG TECHNOLOGIES 
to hidla’P process Industries 


Because we serve a Inroad nmfe o£ nujor prooesa indue* 
'true, we can firequmtly apply naw technical ideas dei^* 
■oped for one to advantage in others. McKee’s overlapping 
knowledge in seven technologies can pay off for your 
company in advanced jdant design, built>in efficiency, 
end operating economy. 
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Growth with Stability 


PRESENTING THE budget ol the Government ol India 
for 1969-70 in Parliament on February 28, the Deputy 
Prime Minuter and Minister of Finance, Mr Morarji 
Oesai, said that the approach he had adopted for mobilis¬ 
ing resoui-ces for development was one of making such 
changes in the tax structui-e as were necessary snd 
feasible to build up the ability of the goveinmcnt—and. 
p'ven more important, of the economy in general—to 
sustain progressively larger investment outlays and of 
limiting the expenditure proposals in the short-run to 
the total resources that could be so mobilised. Advert¬ 
ing to deficit financing, Mr Desai said, that he had come 
to the conclusion that a budgetary deficit next year, 
of roughly the same magnitude as in the cuirent year, 
was likely to reconcile best the concern for price 
litability and the maintenance of a climate for growth. 

The following is the text of Pai 1 W of his budget 
speech: 

I rise to present the first budget of the lourUt Plan period. 
In doing, so, I feel somewhat handicapped as the Plan docu¬ 
ment is not yet available to honourable members, I urn. 
therefore, left to perform the traditional role of a sutradhar 
who must make a brief appearance on the stage before the 
start of the play to arouse the interest of the audience. 1 
hope I will not disappoint honourable meniliurs at least on 
the score of brevity. 

€coii*mic Revival 

The year that is uuw drawing to a uiose has been a 
good one for the Indian economy. The expectation in my 
last budget speech that, given the right policies, 1968-60 could 
become a year of revival has been largely fulfilled. For the 
second year in succession, it should be possible to reap ■< 
satisfactory harvest. There are distinct signs of an industrial 
revival and industrial production should register an increase 
of almost six per cent Transport activity and trade hav» 
revived; and there have been no serious shortages of power 
or raw materials. The general price level now Is somewhat 
lower than lost year. There has been a re^rkable increase 
in exports. Imports arc now being replaced by domestic 
^oduction over a wide front os a result of the efforts made 
over successive Flan periods. Despite heavier repayment 
obligations and somewhat lower utilisation of foreign aid Ih 
in 1967-68, it should be possible to close the current year 
witoout any moterlel variation in our foreign exchange reserves. 
Against this, background of o new dynamism in agriculture, 
industrial revival, restoration of price stability and progress 
towards self-reliance, it is possible now to approach the next 
Plim period with u measure of confidence. AU Uie same, there 
arc a number of factors which limit ccmsiderably the area 
of choice before us in the immodiaie future. 

While food production has increased, we have still a lung 
way to go before wc can assure satisfactory levels of consump¬ 
tion for our growing population. Imports of agricultural raw 
materials and foodgrains are still sizable. Investments i- 
agriculture, including those in research, inputs such as ferti- 
Uzers Slid water and provision of credit and storage facilities 
must, therefore, have a prior claim on our limited resources 
matched only by the attention to family planning. 

The substantial development of capital goods Industries 


llict luis iiU'cndy luken place iiiukt's It necessary as well oM 
tea.sitic to sicp up investnteut outlays. But rising leve’s of 
itiv<‘slinont can be achieved without inflation only on the basis 
of a growing vidumc of production of essential consumer goods. 
This requires not (Uily a steady improvement in agricultural 
priHluctivit.v liut also gre.ntcr elticiency and expansion of 
ciipacit,\ in Consumer gu<His industries. Attention to these 
itidii!:trjc.s is all the more important as they help stimulate 
the motivation for higher prodti.tiviiv and contribute to growth 
of public revenues. 

In a year that is dediciitc>(i to the memory of the Father 
of the Nation, we cannot but remind ourselves that the ultimate 
objective of economic development is to serve certain larger 
social valuc.s. We have, therefore, In respond also to the 
nutur.ni urge of our people for basic amenities, such as drinking 
water, lor education and medical aid, for opportunity to work 
and indeed fur a growing measure of equality in general which 
is the essence of a socialist societ.v. 

Export Performance 

On the external front, the impruvement has been as 
notable as it Is welcomo; yet, export earnings amount only 
U) two-thirds at our current imtiort requirements. There 
cannot, therefore, be any complacency in regard to e.xpnrt 
promotion or impart substitution. The ubnormnl circumstances 
of l!)65-6e and 1966-67 have led to a decline In the rate ol 
saving in the economy. Despite substantial efforts to mobilize 
resources and considerable restraint on expenditure; the finan- 
cint position of the government has weakened over the tast 
few years. 

Ill short, general economic conditions In the country aie 
propitious lor resuming the threads of progress over a wide 
front iluring the next Plan jierlod. Equally, however, there 
is need for the right balance between consumptiem and invest¬ 
ment, resources and outlays, economic growth on the one hand 
and external viability on the other and indeed between larger 
social values and purely economic considerations. Honourable 
members will now appr^ate why economic planners are often 
regarded as some of the flnest exponents of the art of tlghl-rope 
dancing. 

Having outlined briefly the current economic situation and 
llie tasks ahead without, I hope, stet^ng the show from the 
Planning Commission, I must now turn to the more mundtme 
matters which fall to the lot of finance ministers. In the 
revised estimates for 1969-69, customs revenue will show a 
shortfall of H.s 94 crores as compared to the estimates prestnied 
last February. Union excise duties and income-tax, on ihe 
other hand, are expected to yield Rs M crores more. After 
making allowance tor non-tax revenues, total revenue receipts 
accruing to the centre are likely to show a shortfall of Its 
11 crores only as compared to the anticipated realisatUm of Its 
2760 crores. 

Keveiiup expenditures are likely to exceed the budget 
c-iliinates of Rs 2629 crores by Rs 116 crores. Almost half 
of this increase, however, represents a purely accounting 
change which is balanced by a corresponding gain on cayltal 
account. Another Rs 49 crores Is accounted for by nddi- 
tioii.ll defence expenditure, on revenue account. This is 
the result of increases granted during the year in allnwances 
to certain categories of service personnel, the dearness allow¬ 
ance which became due last September, the recent decision 
to merge a part of the dearness allowance with pay and 
speedier deliveries of stores against existing orders. On 
capital account, there has been a reduction in defence expendi- 
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ture oi Rs 13 cronw. Honourable member!! would see that 
barring the Increase under defence and transactions of a purely 
accounting nature, revenue expenditure has been held within 
less than one per cent margin of the Budget estimates. 

On capital account. th<- variations have been of a more 
substantial order. Net external assistance will show a shortfall 
of Rs 131 crorcs and PL 480 and other food aid a shortfall 
of Hs 43 crores. This would be offset to an extent by improve¬ 
ment under market loans, reduction in the provision for 
transiiclinns in fotwigralns and fertilizers and some shortfall 
in Plan outlays. There aw also a number of variations in 
other items which msikt' on balance for an improvement in 
the iv.sources position. 

Ill the agfcrcgule, the budgetary deficit this year is now 
estimated at Rs 26(1 crores as against Rs 390 crores in th< 
budget estimates. Honourable members. 1 am sure, would 
not consults- this lit per cent variation in deficit financing 
as an index of conservative budgeting on my part. 

In the budget estimates for 1D6U-70, 1 have assumed that 
at existing rates of taxation, totid revenues accruing to the 
centre will inrrease by Hs 151 crores. I anticipate a further 
decline in customs receipts from Rs 445 crores this year to 
Rs 426 crores in 1969-70. This reduction is based on th^ 
expectation that while there would be some increase in total 
non-food imports, there would be a shift away from items 
sueh us petroleum products which bear duties at a higher rate. 
Union excise duties aw- expected to show an increase of Rs 
101 crores. Corporate and income taxes should yield Rs 675 
crorcs as .'tgainsl Rs 669 crores this year. Non-tax revenues 
shimUl <'(lso yield Rs 50 crores more. 

Increased Revenue Expenditure 

Th«.* inercase in revenue will, however, be more than 
absorbed by increases in expenditure on revenue aecoimt. 
Defence expenditure on revenue account will be more by Rs 
43 crores. Excluding certain accounting adjustments, the 
non-plan civil expenditure will be more by Rs 142 crores. 
Of this Rs 41 crores are accounted lor by interest charges. 
Till- Fifth Finance (Commission's recommendations have neces¬ 
sitated an additional devolution of Rs 36 crores to the states. 
Committed expenditure arising out of completed Flan schemes 
has meant an increase of nearly Rs 35 crores. Export pro¬ 
motion measuns account for another Increase of Rs 10 ciorte. 
Various miscellaneous items, including administrative services, 
tax coUe«-llon and assistance to neighbouring coxmtries account 
for the rest of the increase. Detailed explanations have, as 
usual, been givi-n in the explanatory memorandum. 

On capital account, net market borrowings next yeor are 
estimated at Rs 1U6 crons as against Rs 81 crores this year. 
Small savings are placed at Rs 135 crores, i.e., Rs 10 crores 
more, but of this ncarV two-thirds will accrue to the states. 
The public providt-nl fund should yield Rs 5 crores next year 
as against Hs 2 crores this year. On the other hand, as the 
author of the once famous but now almost forgotten compulsory 
deposit scheme, I propose to redeem myself by making full 
pivvision of Rs 25 crores for the repayment of the deposits 
made in i 963-64. 

Net external aid, excluding PL 480 and other food aid, 
should show a marginal Increase from Rs 459 crores this year 
to Rs 407 crores In 1069-70. While debt repayments would be 
larger, we expect an increase in aid disbursements also mainly 
as a result of resumption of aid by the International Develop- 
n-ent Association. 

In December 1908, we signed an agreement with the United 
-States government under FL 480 for the import of 2.3 million 
tonnes of foodgrains. In addition, we have continued to 
receive food assistance of sizable order from Canada as also 


some assistance under the Intematicmal Grain Arrangement 
from Australia ami the UK. A substantial part of the food 
assistance thus negotiated will result in imports only next 
year. Honourable members would also appreciate that arrange¬ 
ments lor the concessional imports of foodgrains and agricul¬ 
tural raw materials will be necessary lor some more time. 
Consequently, the net budgetary support accruing as a reault 
of PL 480 transactions and other food aid, excluding PL 460 
grants already accounted for in the revenue estimates, Is 
placed at Rs 224 crores next year as against Rs 226 crores 
this year. 

The ImprovemL^ts under internal borrowing and external 
assistance, just mentioned, Le., Rs 13 crores in all, will be 
more than absorbed by the increase in defence expenditure 
on capital account, Rs 17 crores, and on border roads, Rs 
4 crores. 

improvtd Peiformanct 

As regards other capital transactions, the food and fertilizer 
transactions together show an improvement of Rs 76 crates. 
Total stocks of foodgrains with the Food Corporation at the 
end of March 1909 should be of the order of 3.5 miOion tonnes. 
During the coming year, we propose to add another 1.5 million 
tonnes to these stocks. It is our intention to provide budgetary 
resources of Rs 25 crores in 1969-70 for this purpose. Tik 
lialance of the requirements will be provided by way < t 
acciimmodation to the Food Corporation from commercial banks.' 

The improvi-ment under foodgrains and fertilizer transac¬ 
tions, however, will be wiped out by tbe increases in revenue 
and capital expenditure already mentioned and worsening 
under various miscellaneous debt-deposit heads. I have also 
had to provide for some relief to states by way of adjustment 
in the repayments to the centre and assistance towards tic 
non-Pian gaps of some of the states to enable them to undertake 
a satisfactory Plan next year. In the net, the resources avail¬ 
able, at the existing rates of taxation and on the basis of 
the likely availability of internal borrowing and external 
assistance, leave practically no margin for increasing the 
provision for the Plan to be financed through the centre's 
budget next year. 

The budgetary contribution of public sector undertakings- 
next year is also not likely to show any significant improvement 
over the l•UITent year. The question of belter functioning of 
public sector imdertakings has been examined in detail by 
the Administrative Reforms Commission as well as the Bureau 
of Public Enterprises. The government has already taken a 
number of decisions to improve the working of these enter¬ 
prises and 1 am separately circulating a memorandum on this 
subject to honourable members. 

Honourable members may well ask whether the margin 
of resources available for the Plan could nut have been 
increased by economics in non-PIan expenditure. I hive given 
tbe most careful thought to this question in framing the 
expenditure estimates for the coming year. But honourable 
members would appreciate that a certain increase In non-Plan 
expenditure is inevitable as It arises from contractual obli¬ 
gations or decisions already taken. The transfer of completed 
Plan schemes to the non-Plan side. Interest charges, export 
promotion, the incidence of dearness allowance, the merger of 
dearness allowance with pay and the recommendations of the 
Finance Ckimmission which belong to this category account for 
the bulk of the increase in civil expenditure. The increase 
of Rs 50 crores in defence expenditure is explained mainly 
by normal increases in salaries and pensions, Uie additional 
dearness allowance which became due last September, merger 
of dearness allowance with pay, additional equity investment 
in the production units under the charge of tbe Defence BClais- 
try and larger deliveries against contracts already entered into. 

I should perhaps also «ay a word at this stage about tbe 
scope for deficit financing next year. This scope cannot be 
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(lutinud ill tc-rms of tiv- needs of the budget. It has to be 
determined in relation to the needs of the economy in the 
tight of the likely growth in production and the saving habits 
of the people. Taking everything into account, I have come 
to the conclusion that a budgetary deficit next year of roughly 
the same magnitude as this year is likely to reconcile best 
the concern for price stability and tiu' maintenance of a climate 
for growth 

It is against this background that 1 come now to my 
piuposiils for resource mobilization for the coming year. In 
framing these proposabs, however, 1 have not adopted the 
simple approach of deciding first on a certain desired level of 
Hliiti outlay and of proceeding then to raise resources on the 
n'(|Uin<d scak‘. There are limits beyond which resources 
cannot, be raised in the short-run without impairing the tunc* 
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t.'oning of the economy. Aqualty, the annual budget has to 
take into account ^ot only the needs of the year but the 
requirements of long-term growth as well. The approach, in 
other words, has to bo one of making such changes in the 
tax structure as ate necessary and feasible to build up the 
ability of the government—and even more important of the 
economy in general -to sustain progressively larger develop¬ 
mental outlays and of limiting the expenditure proposals 
In the short-run to the total resources that can be so mobilised. 

Honourable members would now naturally be anxious to 
see how well 1 measure up to my own standards. I hope that 
in pasing judgment, the customary Indulgence towards finance 
ministers will not bo denied to me merely because this pre¬ 
dicament of being held up before my own mirror is not 
altogether unfamiliar to me in this honourable House. 


Fiscal Policy Orienteil to Economic Grovrth 


IN THE budget for 1969-70, Mr Morarji Desai has made 
an effort to give reliefs "where necessary, particularly 
in the interest of exports, savings and modernisation 
of key industries”. The process of rationalisation and 
simplification of tax system has also been carried a 
step further besides spreading evilly the burden of 
taxation by bringing within the lax net commodities 
or incomes which were hitherto not taxed or taxed 
lightly. On the whole the tax system, the Finance 
Minister said, has been made more responsive to the 
needs of economic growth. 

The following is the text of Part ‘B’ of his budget 
speech; 

Broadly speaking, my tax proposals are intended: 

a) to provide a measure of relief where necessary, partt- 
c'llarly in the interest of exfxirts, savings and modernisation 
of key industries: b) to remove anomalies: c) to provide 
a further measure of rationalisation and simplification; d) to 
plug the loopholes which make for tax avoidance or evasion; 
e) to spread the burden of taxation mote evenly by bringing 
Within the tax net commodities or incomes which are hitherto 
not taxed or taxisl lightly' in relation to essentiality of consiunp- 
tion or capacity to pay; and (f) generally, to make the tax 
system more responsive lu the needs of economic growth. 

Before honourable members conclude that I am about to 
serve them a rich tare, I should reassure them that I propose 
to bring up my itppetlzers at suitable intervals. I shall also 
concentrate on the main rourscs, leaving the sundries to be 
discovered in the explanatory memorandum. 

Customs Duties 

To begin with, an export offering to propitiate the gods 
of international compotitiun. 1 propose to reduce the export 
dut.v on jute hexsian from Its 500 per tonne to Rs 200 per 
tonne. The duty on the jute sacking is also proposed to be 
i-cduccd from Rs 250 per tonne to Rs 150 per tonne, wUlc the 
duty on wool sacks and cotton bnggituf is being completely 
exempted. The export duty on tea is being reduced from 
2(1 per cent less 25 paise per kilogram to IS per cent less 
55 paise per kilogram. The duty on degreased raw wool and 
on package tea in metal containers is being completely exempted 
while the duty on package tea in other containers is being 
reduced from IS pec cent to S per cent. The export duty 
on mica is proposed to be reduced from 40 per cent to 20 per 
cent in respect of loose splittings of smaller size. The total 
effect of these reductions will be a loss in revenues of Rs 
23 crores per year. 

Generally, we levy an import duty of 100 per cent ad 


valorem on all items of luxury. The duty on imported motor 
cars is 60 per cent. I propose to Improve the value of imported 
motor cars a.s a status symbol by Increasing the duty to 100 per 
cent. In the case of dry fruits, the present valuation for 
calculating the duty is unrealistic. 1 propose to adopt a more 
realistic basis for valuation which will have the effect of 
raising the duty realisation. The import duty on lubricating 
oils is being raised from IS per cent to 27.5 pec cent to bring, 
it in line with the duty on their constant companion, viz., 
machinery, and to give an edge to their domestic rivals. These 
changes will bring in a revenue of Rs 6.2 crores. 

We levy a countervailing import duty whenever a commo¬ 
dity is subject to excise. We also have power to levy a 
countervailing duty in lieu of the excise on the raw materials 
and components used in any excisable item. No such power 
exists when the commodity itself is not excisable. I propose 
to take power to remedy this omission, In the interest of 
import substitution. In certain cases such as bearings, ship 
stores and imports by post or air for personal use, multiplicity 
of rales or classification depending on use causes un¬ 
necessary delay and annoyance; and T propose to rectify this 
also. 

Excise Duties 

Coming to excise duties, it is now generally recognised 
that ad valorem duties are more rational than specific duties 
whose incidence declines during periods of rising prices and 
increases when prices fall. Ad valorem duties can also act 
as a spur to reduction in costs and prices, 1 propose, therefore, 
to convert the existing specific rates into ad valorem rates 
for cement, vegetable products, electric .fans, lighting bulbs 
and tubes, soaps, soda ash, caustic soda and sodium silicate. 
Despite the necessity of rounding, I have resisted the temp¬ 
tation of collecting in the process any appreciable crumbs for 
the exchequer. 

But every rule has an exception; and I have been helped 
by one special circumstance in deciding on the exception m 
prove this particular rule. In the case of sugar, we have 
now a price for controlled releases and a free market price. 
The incidence of the present specific duty when converted into 
on ad valorem rate, would obviously give two different rates. 
In choosing between the two rates, I have shown some partiality 
tor the controlled releases on which the present basic and 
additional duties work out approximately to an ad valorenv 
rate of 23 per cent on an average. I have applied this rate 
to oil crystal sugar. As a result, there will be no change in 
the average price of controlled sugar with only marginal 
variations in the different zones. Correspcmdlngly, the duty 
on khandsari is proposed, at 12.5 per cent ad valorem with 
suitable revisions in existing compounding rates. I hope honour¬ 
able members would not object to free merket sugar being taxed 
at the same ad valorem rate as rontrolled sugar merdjr because 
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it Jwa the inddental effect of an additianal revenue of Re 
37.45 croraa. 

I propose to levy an excise duty at the rate of 10 pet 
cent ad valorem on specified domestic electrical appUancea 
and processed food. Honourable roonbers will recall that last 
year a duty at the rate of one paisa each was Imposed on 
crown corks. I propose now to unite kinEs and commoners 
by an extension of the levy to other similar devices for covering 
battles and containers. TIm levies on electrical appliances, 
processfed food and pllfer>proof caps will bring in a revenue 
of Rs 4.0 crons. 

Honourable members would agroe that those who benefit 
by our substantial investments in agriculture, including re¬ 
search, irrigation facilities, fertilizer plants, rural electrificatiou, 
credit facilities and support prices diould contribute a part 
of their prosperity towards the cost of development in general. 
This is oU the more so vibm the benefit of improved tecbnology 
cannot yet be shared by the majority of our farmers, parti¬ 
cularly in dry regions where fertilizers and new se^s are 
not easy to apply. Similarly, the facilities for lift irrigation 
by poweiMlrlven pumps are not sprmid uniformly. If the 
benefits of the new agricultural technology are to be 
carried progressively to a growing proportion of our farming 
population, the resources needed for this purpose should come 
at least in part from the beneficiaries of the process. Against 
this background. I propose to levy an excise duty of 10 per 
cent ad valorem on fertilizers and 20 per cent ad valorem on 
powerdriven pumps with a revenue yield of Rs 240 crores 
of which Rs 22 crores would be in respect of fertilizers. 

Appetizen Again 

it is obviously time now for me to turn to appetizers 
once again. As honourable members are aware, the cotton 
textile industry Is going through a difficult time. Some relief 
In the excise duty Is, therefore, called for. The excise duty 
on yam in the form of hanks of plain straight teela is being 
abolished in respect of certain counts and lowered in respect 
of certain other counts. This should benefit the handloom 
sector. The powerloom sector will benefit by the abolition 
of the differential duty on sizing even though the duty on 
unsized yam of some counts in the fine and superfine category 
is being increased. Further, duty on grey, fabric is proposed 
to be abolished and the processing surcharges reduced by fivt- 
palse per square metre on all varieties of Medium A and 
non-controUed Medium B and coarse categories of fabric.*!. 
This relief would very substantially benefit Rie weaker cotton 
mills. The total effect of all the relief proiiosed will be about 
Rs 15.30 crores. 

About Rs 9.5 crores uf this loss would, however, be made 
up by levying a higher duty of five paise per square metre 
on superfine and fine and 2.5 paise per square metre on all 
other categories of printed fabrics except the controlled ones 
and by selectively levying an ad valorem duty of 15 per cent 
on costlier varieties of fabrics such as suitings, tapestry and 
tumlddng fabrics, turkisb towels and others whidb at present 
bear a low incidence of duty in relation to their price. In 
addition, I propose to double the existing compounded levy 
on powerloom fabrics and to rationalise the duty structure 
on feats. 

The duty on nylon yam in the lower denlers is being 
reduced and this would be compensated to some extent by 
on increase In'some of the higher ones. The net effect will 
be a drop in irevmue of Rs 3.9 crores. This concession should 
hdp towards eliminating smuggling of nylon yam about w’hich 
there has been gmuine concern. 

The duty on confectionery, but not on chocolates, is being 
reduced from 80 paise per kilogram to 30 paise per kilogram. 
The duty on dectnmie valves, tranststors and semi-conductor 
uaed as components by radio manufacturers Is being 


halved. Low priced sets manufactured by the large manu- 
factureia in the organised sector will, however, bear a duty of 
Rs 10 per set. In the case of steel ingots and products 
manufactured out of scrap by electric furnace owners, I propose 
exonption to the extent of the ingot duty. The duty on 
embroidery, which is proving rather heavy. Is being reduced. 
1 am assured on good authority that in tlw topsy-turvy world 
of the cinema, the higcsl achievements of subtlety belong to 
those who are accustomed to think in tenns of black and white. 
Accordinidy, I propose to give some relief to the Uaok and 
white cinematogra]^ fihns and raise the incidence on colour 
films. I also propose to levy a nominal duty of two poise 
per metre on unexposed cinema films. The overall effect of 
the somewhat mixed bug of concessions on confectlonety, 
component parts of radios, scrap based steel ingots, embroidery 
and cinema films will be a revenue loss of Rs 3.13 crores. 

OM faithfuls 

To return to mort' familiar ground, I think the time bar 
come when some of the old iWthfuls of indirect taxation 
everywhere such at cigarettes and motor spirit are relltwed 
of their annual agony. One way of achieving this Is to raiae 
the duties sufficiently. I must confess that 1 did not do a. 
neat enough job in this regard in my last two budgets. Accord-, 
ingly, I propose to increase the duty on motor spirit by seven, 
pulse per litre and on cigarettes by six' per cent to 18 per| 
c«it ad valorem in the different value dabs with a revenue- 
of Rs 28.84 crores. The duty on superior kerosene, which, 
is being increasing!., used .-is an adulterant for motor fuels, 
is also being raised by four paise per litre with a yield of; 
Rs 14.40 crores. 

The basic excise duty on jute manufactures is being raised, 
by Rs 100 per tonne so as to yield a revenue of Rs 4.95 crores.: 
The duty on celluloslc uid non-ccUuiosie staple fibres is being 
raised by 20 paise per kilogram and Rs 12 per kilogram 
respectively. The duty on rayon yam is also being raised by 
about 10 per cent of the existing rates in all except the 
industrial denlers and the margin of conceasion in the cates 
of duty available to small producers compared to large pn^ 
ducers of rayon yam is being reduced. These proposals on 
synthetic fibres and yam will yield an additianal revenue of 
Rs 9.37 crores annually. It is also my Intention to transfer tlm 
duty on woollen yam to wool tops; and, to begin with, 1 am levy¬ 
ing a small duty on woo] tops with a yield of Rs 8 lakhs. 

The cumulative effect of all the proixisals relating to 
excise duties including a few sundries will be an additional 
revalue of Rs 104.57 crores in a full year of which Rs 70.RS 
crores will go to the centre and Rs 24.02 crores will be the 
stales’ share. As a result of the proposris relating to excise 
duties, there will be an additional yield of Rs 29 crores on 
account of countervailing duty most notably on fertilizer 
Imports. 

The scheme of self-assessment and rcmm-al Introduced 
since June 1968 has worked weU and I propose to extend It 
as soon as possible to most excisable commodities. 

Direct Taxation 

In regard to corporate taxation, 1 propose to extend the 
tax holiday concession for new industrial undertakings and ships 
for a further period of five years from April 1, 1971, to March 
81, 1976. 1 have also come to the conclusion that t^ familiar 
instrument of development rebate need not be abandoned or 
replaced by fancier altemotlves. Accordingly, the development 
rebate will continue to be admissible, but in respect of machi¬ 
nery and plant installed after March 31. 1970; the reduced rates 
already provided in the law will apply. The ceiling in the 
Companies (Profits) Surtax Act on the aggregate corporation 
tax payable by a widely-Jirid domestic company at 70 per cent 
of its total income haa now become meanin^ss. But it still 
eontinuM to midead people as if the virtually non-operative 
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HARYANA 

FORGES AHEAD 

Hai^aPia has made all round progress 

during the 

first two years of 

its ] 

existence. Facts Speak for themselves: 

AGRICULTURE 

Positloii on RcorfsnisatiMi 

PrtsMt Positioii 

Fobdgrains Production (in lakh tonnes^ 

29.70 (196647) 

39.92 (196748) 

Conaamption ot FertUfaers (ki Itkh tonnea) 

0.60 (196647) 

2.90 (106849) 

MRICATIOII 



Area under Irrigation (In hectares) 

12.76 (196647) 

13.01 (106748) 

Tubewells InstaUed 

435 

2235 

Pumping sets Installed 

sw 

2174 

Wells Sunk 

«13 

1013 

IIUMISTRIES 



Small-Scale Industrial Units 

3900 

4500 

Registered Working Factories 

1117 

1340 

Employment Potential 

68,000 

76,433 

EOuarioN 



Sdlolars In Schools 

0,61,473 

11,63,000 

Scdtolars in Colleges 

29,000 

SOjOOO 

Primary Schools 

4,469 (106647) 

9,700 

Middle Schools 

742 

1,302 

High/Higher Secondary Schools 

997 

654 

MEDICAL A HEALTH 



Hospitals ond DLspensaries 

285 

289 (17 converted into 



Ayurvedic dlsptiuarlea) 

Beds Available 

4.984 

5,066 (January—68) 

AHIMAL HUSBANDRY 



Veterinary Hospitals 

219 

225 

POWER FACILITIES 



Villages iUectrltied 

1251 (April—67) 

1436 

‘fuliewctl Connections 

20.190 

27,589 (April—68) 



45,589 (186840) 

Total Connections 

3,11,914 

3,79,428 (October—68) 

COMMUNICATIONS 



Fleet of Buses (Number) 

475 

503 

Operation Routes 

213 

336 

Daily Mileage 

64,000 

80,000 



toned hr 


PUBUC NEUTIONS DEPARTMENT 



HARYANA 
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MUing is the norm. Acoordiii^, I pnqpose to do avajr with 
this ceihnK. Public companies whose sham ace listed in s 
rec'^ised stock exchange in India wlU now be treated as 
wldcljr^ield companies. 

In order to minimise the repetitive import of technoiogy 
and indeed to encourage the dcvclopmmt of locul know>how, 
1 propose to tax income derived by Indian companies from 
the transfer or servicing of such know-how on a cimcessional 
baidB, To encourage the modernisation of two of our important 
ei 9 ort industries, vis., cotton and jute textiles, I propose to 
Include them in the list of priority Industries for the purpose 
of the development rebate. 

I propose to introduce later this session a comprehensive 
bill to amend the Income-Tax Act and other related enactments. 
In that bitl, I intend to provide for amortisation, over a ten-year 
period, of pramotkinal expenses and expenses on project reports, 
market aurveya, etc., in the case of Indian compi^ea, which 
are not at present eligible for any depreciation allowance or 
other deductimi. The amount to be amortised will be limited 
to 2.S per cent of the project cost. The classification of differ¬ 
ent items machinery, for the purposes of depreciation, is 
also being considerably simplified, and the general rate for 
plant and machinery is being raised from seven per cent to 
to per cent. 

Itargiiuil Increuc 

In (Wder to bring about a smootiier progression in the tux 
rates on personal incomes, I propose to make a marginal 
iocroase in thi> rate of tax on incomes in the slab of Ra 10,001 
to Rs 15,000 by 2 per cent from IS per cent to 17 per cent, 
and on Incomes in the slab of Bs 18,001 to Rs 20,000, by 
3 pec cent from 20 per cent to 23 per cent. The full effect 
of ttose Increases wlU fall on tax-payers having incomes of 
Rs 20,000 or more and, taken together with the surcharge of 
10 per cent of the basic income-tax, the additional tax will 
amount in each such case to Ra 278 per year. These changes 
are expected to yield, in a full j'ear, an additional revenue 
of Rs 13.82 crores. 

I propose to simplify and rationalise the taxation of co- 
opiTatlve societies. In the case of registered flmu, 1 propose 
to increase taxation slightly by introducing a new slab of 
income between Rs 10,001 and Rs 28,000 on which the rate 
ol basic income-tax will be 4 per cent This change wiB yield 
tn a full year oddittohal revenue of Rs 4.82 crores. 

I have a special word of cheer for authors, artists, play¬ 
wrights, musicians and actors. In their case, 28 per cent of 
the professional Income derived from a foreign source nr.d 
received in India in foreign exchange will be deducted tron> 
taxable income. In case this creates apprehensions of cultural 
drain, I would remind honourable members that the best things 
in life are generally for export 

Honourable members are aware that there has been 
renewed interest in the equity market on the part of genuine 
investors. In order to encourage this trend, I propose to raise 
the exemption from tax enjoyed by dliddmid incomea from 
Indian companies from Rs 8M at present to Ra 1,000 per year. 
This will bring investment in shares la Indian coaspanles in 
line with investment in units of the Unit Trust. I also propose 
to extend the area of existing tax relief in respect of life 
insurance premiums. 

Agricultural wealth has so far been exempt from wealth 
tax.' This haa encouraged purchase of aueb land by the richer 
profeeaio^ and bualnaH clnsaes While this has often acted 
as a vat to graetar pnduetlvlty to agrtoulturek there ia no 
case to equity tor taxing other productive wealth but exempting 
wealth to the form of agricultural land. I am advised by the 
Attorney General that Parliament la competmt to legislate for 


(he levy of wealth tax on agricultural wealth. Accordlnitly, 
I propose to provide in the Wealth Tax Act for Uio levy of 
wealth tax on the value of agriculturid land including buildtoga 
situated on or in the immediate vicinity of such land. Startding 
crop!), tools, implements and equipment such as tractort WUI. 
however, be exempt. Agricultural wealth will be added to 
other wealth for the purposes of the tax at the existing rates 
with effect from the assessment ye.ar 1270-71. This toeXlure 
wilt yield additional revenue of Rs 8 crores in a full yehr. 
But ill view of what I h.ive just said, there would he no 
revenue gain in the coming year. It is my Intention to pato 
on thu net proceeds of the revenue of wealth tax on agrteoltlinl 
property to the states ag grants-in-ald. I ^11, itowever, 
consider ns to how goiuine agriculturists can be exeihptod 
from the purview of this measure and will be moving the 
necessary amendment to th» Finance Rill at the appropriate 
time. 

I am proposing a numb<>i' of changes in toe wdiema of 
advance tax payments so os to make it more effective and 
also to reduce the burden of compliance on small-incomo tax 
payers. 1 am also proposing certain changes to too Mala «t 
penalties under the Wealth Tax Art for failure to fumllii 
returns of net wealth and lo produce accounts, doeutoahte, 
etc. Another change proposed is meant to ensure the smooth 
working of the provision made last year for greater «ae nf 
the banking system in making payments for business ox» 
{wnditure. 

Honourable members are aware that ordinarily it is not 
possible lor individuals to escape taxation on theUr tooono 
by transferring their aaseta to their spouse or minor childran. 
This is, however, often circumvented by use of the spscM 
provisions relating to taxation of a Hindu undivided family 
as .1 separate unit I intend to close this loophole by maktog 
a suitable provision to the ameudmmt bill. 

Altogether the changes in direct taxatlcm that I have pro¬ 
posed iviU yield an additional revalue next year of Rs II crores 
for the centre and Rs 2.8 crores for the states. 

Posts and Telegraphs 

The Posts and Tdegraphs Department will again run into 
a deficit next year. It is. therefore, proposed to revise from 
dates to be notified certain telephone and telegraph tariffs 
based broadly on the recommendations of the Tariff Enquiry 
Committee. A memorandum showing the proposed changes is 
being drculated along with the budget papers. The tclcidione 
rentals in the four principal cities of Bombay, Calcutta, Madras 
and Delhi sa also for other exchanges will be rals^. The 
directory enquiry service, which was hitherto free, will be 
charged. The additional charge for particular person and 
fixed time trunk calls will now be uniformly 5U per cent of 
the basic charge. Increases arc also proposed on greetings 
telegrams, multiide telegrams and tdex and a few other ser¬ 
vices. These changes are expected to yield in a full year Ra 
6.48 crores, and would be Just sufficient to cover the anticipated 
revenue deficit The effect of these changes has been accounted 
for in reidionlng the total internal resources of public under¬ 
takings. 

To sum up, the net additional revenue accruing to the 
centre next year from the measures of taxation I have proposed 
would be about Rs lOO crores, of which Rs 11 crores would 
be undnr direct taxes, Rs 80 crores under excise dutiet and 
Rs S crores under customs dutii*8 after allowing for the reduc¬ 
tion of Rs 23 crores in export duties. In addition, a sum 
of about Ite 27 crores will accrue to the stales. 

I may now summarise the centre’s resources position tor 
toe next year. The total gross revenue, after taking into 
account the additional taxation measures, is estimated at Rs 
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a.Sil> cforea, at which Rs 618 crores will accrue to the states 
leaving Rs 3,000 crores tor the centre Nca-Flan expenditure 
on revenue account, including grante to statas, interest charges 
and defence expeniliture, is placed at Bs ZMtS crores, leaving 
a non-FIan revenue surplus of Rs 442 crores. Next year’s 
market borrowing and external borrowing, net of repayments, 
are estimated at Rs 106 crores and Rs 681 crores respectively. 
After taking into account the transactions under miscellaneous 
debt depiMit heads and after providing lor non-Plan capital 
expenditure and loans including buffer stock provision and 
cash losses of some public sector undertakings, the resources 
on capital account will be Rs 1,040 crores. The centre's 
budgetary resources for the Plan are accordingly Rs 1,738 
crores. Including Rs 260 crores of deficit flnanciitg. In addition, 
the public sector undertakings, including the Railways and 
Posts & Telegraphs, are expected to find Rs 166 crores for the 
Plan out of their own resources. The total availability of 
resources for the Plan next year, exclusive of the states’ 
resources, win thus be Rs 1,803 crores. Of this, Rs 616 crores 
have already been earmarked for Plan assistance to the states 
and Rs 68 crores to the union territories, leaving Rs 1,333 
crores for the central Plan proper Including the centrally 
sponsored schemes. 

Totei ProvMon 

Next year's budget makes a total Plan provision of Rs 
1,738 crores of which Rs 402 crores are in the revenue budget 
and Rs 1,336 crores are in the capital budget The provision 
on revenue account includes Rs 188 crores as grants-in-aid for 
state Plan schemes, being 30 per cent of the block central 
Plan assistance payable from next year as against an average 
of 20 to 25 per cent at present The rest of the Plan provision 
in the revenue budget is on account of union territories’ Plan 
as also central nan. The centrally sponsored schemes account 
for a provision of Rs 117 crores taking revenue and capital 
sections together. 

The central Plan next year makes a larger provision as 


compared to the current year ior gteel production, ports, petro* 
chemicals, fertilizer plants, developmoit of Iron ore mines for 
export and copper and aluminium productico. In tibe main, 
the Increase in outlay reflects the hi^r tempo of activity 
on continuing schemes. Even so, it wiU give a fUlip to industries 
engaged in construction activity and specially the engineexlng 
Indiutrles. It is also proposed to eccelorate the programme 
of construction of storage for foodgrains. The inatltutionBl 
arrangements for agricultural credit, parttculorly for fertilizer 
distribution and rural electrification, are being strengthened 
with necessary budget support. Larger outlays have also bem 
proposed for family planning. 

Sir, 1 cannot emphasise too strongly that my tax proposals 
and the modest Increase in Plan outlays next year should 
be considered against the bukground of the severe constraint 
on our resources. For the past few years, the surplus on 
revenue account has been declining. For the next year, a 
revenue deficit of Rs 60 crores at existing rates of tiwatinw 
is anticipated in the centre’s budget. Even after the proposed 
measures of additional taxation, the deficit will be converted 
into a surplus of Rs 40 crores only. On capital account, the 
position has not shown undue deterioration only because food 
assistance has been maintained at a high lev(d due to spUl-over 
of imports from this year to next year. As self-rettance in 
foodgrains is achieved, this resource wiU progresslvbiy dwliuUo: 
and if development outlays are not to be curtailed unduly, 
other measures of raising resources will have to be devised. 
Honourable members wiU also appreciate that the aU-pervasive 
oblective of growth with social and political stability and 
increasing seU-eeliance cannot be achieved by budgetary policy 
alone. It will require the disciplined partidpation of every 
section of the community and every region of the country. 
Only so can we carry this great nation forward in the struggle 
against mass poverty which is as rewarding as it is arduous. 
1 can only hope that the budget I have had the honour to 
present makes a modest contribution towards this end. 



soiililstfeaM 

look 



spot die gill 
in 

Khatau 

vofles 



IMIllMrAV MMUWOlMAVW&ia 
Ota. tend MHhft OMOtMi 













IfuKh 7,1969 


SPECIAL BUDGET NUMBER 


BHEl BOIIER PUBT 

cnsaOng the 
poMrer for 
prosperity 


A nation with plenty of power to build 
itself up with, is a nation weii*set on its 
way to prosperity and plenty. 

BHEL Boiler plant is busy creating this 
power for India. 

to ladMtry: Boilers for power stations at 
Ennore (Madras). Harduaganj(U.P.). Badar* 
pur (Delhi), Obra(U.P.). Delhi, Kothagudam 
(A.P.). Pathrathu (Bihar) and Namrup 
(Assam) to distribute power to industries. 

laMrieolture: Process Steam Boilers for 
fertilizer plants a$ Durgapur (West Bengal), 
Barauni (Bihar). Namrup (Assam), Madras. 

h CliMleal ladestry: Hindustan Organic 
Chemicals. Rasayani (Bombay). 


i 



BHARAT HEAVY ELEOTMCAU UMTEB 

Hiflh Prattura Boiltr Ptamt 
(A. 6o«t of India Undartahlng) 

TirucMrapalll 14. S. India 
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MMtV lh« MMwrnl munlHtan tl ■Ollif MahlMl 
tin* Tt»H Ml FM, BttUM MW tatmtaw tt* WM 
mpblfUMUd iMchlM for tow tooh o o w , tbit: 
OOlD tfo mlUlotf. bUh-ipood tfrilUnf, grlaliiC iMUiig, 
<if Mint tM othor toobwB oirnttoM 
all ilapio iM oiiT to eporoto 
DHu 0 voiiotT of otUokamto 
□UmaMlfMK 
Oil bockod bjp BotUbol’o prampt, oRlolinl 
AR«4oloo tortiee ooutrywMo. 
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BATLIBOIs 


VJ. Ho. 1N.A, Forba S t.Booiboy L 
Bronchoo-AHMlato-Aconelit AlXOVlB nUA 



WORLD-WIDE 
BANKING 
IS ON MY 

FINGERTIPS! J 

ft 

And it can be on yours too 
if you consult 

NATIONAL AND GRINDLAYS bank umited 

Atiociiteii Banks and (.onipanlcs 

WM.BRANDT’S SONS & CO. LIMITKD . NATIONAL AND GRINDLAYS RNANCE 
AND DEVULOPMEN T CORPORATION LIMITED • EXPORTERS' REFINANCE 
CORPORAI'ION LIMI IT.D . ADDIS ABABA BANK S.C • 

BANK OF St)UTil ARABIA LIMITED • NATIONAL BANK OF DUBAI LIMITED • 
MINERVA ESTATES LIMITED 

Bnmchcs in 

ADEN. CEYLON. INDIA KENYA. PAKISTAN. RHODESIA. SOMALIA. UGANDA 
AND ZAMBIA. 

Ittued Copiitl ind Rcocrvco CKced/ ly milliono 
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Finance Bill: Proposals Explained 


FOLLOWING IS the text of the official memoranduni 
f.-«rlftinin g the salient features of the new Finance Bill, 
which was introduced in Parliament on Feb.uary 28. 
in order to give effect to the fiscal measures proposed 
ir. the central budget for 1969-70 (Clauses referred to 
{ue Clauses in the Bill); 

:ti the sphere oi direct taxes, the provisions in the BiO 
relate to the following matters; 

(:) Prescription of the rates of income-tax (Including sur¬ 
charges whore applicable} on Incomes liable to tax for the 
assessment year 1960-70; rates at which tax is deductible at 
source during 1069-70 from Interest, dividends, salaries and 
other categories of income liable to such deduction under the 
Income-tax Act; and the rates for cmnputatlon of advance tax 
and charging of income-tax on current incomes In certain 
cuses for the finandal year 1968-70. 

Ill) Amendments to the Income-tax Act, 1961 with a vie* 
tc rationalising and simplifying some of its provisions, includ- 
Iij the defi niti on of “a Company in which Hie public are suh- 
.stantially interested” and the scheme of i«yment of advance 
tax: facilitating personal savings over a wider area and invest¬ 
ments in shares of Indian companies; and providing devrlop- 
mec.tal incentives and tax reliefs In certain directions. 

(.U) Amendment to the Companies (Profits) Surtax Act, 
1964 to delete the present provision In the case of widely-held 
domestic companies, for a celling on their aggregate liability to 
corporation tax at 70 per cent of their total income, since this 
ceding has now lost its significance and is misleading. 

(iv) Amendments to the Wealth-lax Act, 1957, to extend 
Hui levy of wealth-tax with effect from the assessment year 
1870-71, to agricultural property; and to make more effective 
Uie provisions for levying penalty tor failure, without reason¬ 
able cause, to furnish the return of net wealth and to produce 
documents and accounts, called for by notice. 

3. The BUI foUows the principle (adopted since 1967; 
tl'at cliangcs in the rates of tax as also ,in other provisions in 
tlH tax law should ordinarily be made operative prospectively 
in relation to current incomes and not to incomes of the past 
year. 

3. The substance of the main provisions in the Bill ic.'dt- 
ing to direct taxes is explained in the foUowing paragraphs. 

INCOME -TAX 

I. Rates of income-tax in respect of incomes ilable 
to tax to the asseosment year 1969-70 

4. The rates of income-tax (including surcharges oii in¬ 
come-tax) on incomes liable to assessment for the assessment 
year 1969-70 in the case of individuals, Hindu undivided fami¬ 
lies, registered firms and other categories of non-corporate tax 
payers are the same as provided In Paragraphs A to D of Part 
III of the First Schedule to the Finance Act. 1968 for purpo.ses 
of computation of advance tax and deduction of tax at source 
from “Salaries" during the financial year 1968-69. The table In 
Annexure *A‘ shows the tax (including surcharge) payable at 
these rates in the case of individuals fai different personal 
circumstances (unmarried, married, , married and with one 
child, and with two or more children) at selected levels of total 
Income ranging from Rs 4,000 to Rs 10,00,000. 

9. In the ease of the Life Insurance (toporation of India 


and oilier companies, the rates of income-tax on incomes assess¬ 
able for the assessment year 1969-70 are the same os provided 
in the First Schedule (Part III. Paragraphs E and F) to the 
Finance Act. 1966 for computation of advance tax payable 
< luring the financial year 1966-69. 

IL Bates for dednctlon of tax at sonree diirlag 
the flnanrlal year 1969-79 tom Incomes other 
than “Salaries”. 

ti. The rates lor deduction of tax at source during the 
fiiianciat year 1969-70 from incomes other than salarieB (l.e. 
interest on securities and other interest, dividends and other 
categories of non-salary income of non-residents).' are the 
same as are applicable under the First Schedule (Part U) to 
the Finance Act, 1968 for deduction of tux at source during 
the financial year 1968-69. 

Ill Ratea Cor dednetiou of tax at sourre from “Salaries” 
and computation of advance (ax and charging of 
Income-tax in special rases, during the flnnncinl 
year 1969-76. 

7. Tile rates for deduction of tux at source from “Salaries” 
in the case of individuals during the financial year 1969-70, and 
also for computation of advance tax payable in that year in 
the cii- -s of .ail categories of tax payers, have been shown 
elsewhere. These rates are also applicable for deduction of 
tux at source during 1909-70 from retirement annuities pay¬ 
able to partners of registered firms engaged in certain pro- 
f<«sions (chartered accountants, solicitors, lawyers, etc.,) and 
for charging income-tax during 1989-70 on current incomes 
in siiecial cases, c.g. for the provisional as-sessment of shipping 
profits arising in India to non-residents. 

6. The ubovc-mentiuned rales are diftcrent from the rates 
of tax spertfied in the BUI for the Hs.sessment of incometi liable 
10 tax for the assessment year 1909-70 in certain spheres as 
explained in the following paragraphs. 

8. IndlvIdtuLs, Hindu undivided famUles, unregistered 
firms, assoclstlomi ef persons, etc.— At present, the rates of 
basic income-tax on the incomes of thwe categories of tax 
pa.vers rise progressively from five per cent on income in the 
slab Rs 1-5,000, to 7S per cent on incomes above R.s 2,50,000. 
A union surcharge at 10 per cent of the basic income-tax is also 
chargeable in all cases. On income in the slab Rs 10,001-15,000. 
iho rale of basic income-tax at present is 1.5 per cent; on in¬ 
come in the slab Rs 19,001-30,000. 20 per cent; In the slab 
Rs 20,001—25,000, 30 per cent; and in the slab Rs 25,001--30,000, 
the rate is 40 per cent. Under the Bill, it is proposed to make 
on increase in the rale of basic incomc-tnx on income in 
the slab Rs 10,001—16.000 by two per cent, from 15 per cent 
to 17 per cent and on income in tlie slab Rs 15,001—20,000 by 
three per cent, from 20 per cent to 23 per cent. The proposed 
increases will bring about a smoother progres.slon in the rates 
of basic income-tax on incomes between Rs 10,000 and Rs 30,000. 
The union surcharge is proposed to be continued at the rate of 
10 per cent of the basic income-tax at all levels of income, 

10, The table overleaf sliows, at scle<-tcd levels of Income of 
a resident married individual with two or more dependent 
children, the comparative Incidence of tax (including surcharge) 
,at (a) the rates applicable during the financiat year 1969-69 
lor purposes of computation of advance tax and deduction of 
tax at source from “Salaries” [and proposed to be made appU- 
cable to incomes assessable for the assessment year 1969-70]; 
and (b) the rates proposed in the BUI for the computation of 
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;idvancc tax und deduction id tax at aouiw from -Salaries’' 
during the financial year 1969-70. 


RESIDENT MARRIED INDIVQHJAL WITH MORE THAN 
ONE DEPENDENT CHILD: COMPARATIVE INCIDENCE OF 
TAX AT SELECTED LEVELS OF INCOME 

(In rupeesl 


Tax (itirluding 

Tax (including 

Increase 

surcliarge) at 

.surchari^) at 

in 

Inwn'c the rates appU- 

the rates in tte 

tax 

cable during 

Bill for romputa- 


the financial- 

tIOD of ‘advance 


year 190B-69 (as 

tax* and deduction 


i stated nt (a)] 

of tax at source 



from “Salaries" 
during 1989-7G 
[vide (b)] 



5,000 

11 

11 

— 

7.500 

286 

286 

_ 


S61 

561 

— 


974 

1,029 

.55 


1,221 

1,309 

88 

15,000 

1,380 

1,496 

no 

16,000 

1,006 

1,749 

143 

IB.OOO 

2.046 

2,255 

209 

El 

2,486 

2,761 

275 

Ei 

4,136 

4,411 

275 

40,000 

I l,B3« 

I2.UI 

275 

70,000 

30,5.16 

30.811 

275 

1,00,000 

51,986 

52.261 

275 

2,00,000 

1 . 28 ,»n<i 

1,29,261 

275 

3,00,000 

2.08,730 

2,00,011 

275 

0,00,000 

3,73,730 

3,74,011 

275 

it. The 

table in Annexure 

B shews, in 

the case of 


ot the proposed increases in the rates of basic income-tax on 
incomes In the slabs Bs 10,001-16,000 and Rs 15,001-20,000, the 
amount ol additional tax (including surcharge at 10 per cent 
thereof) payable on income at the level ot Rs 15,000 will be 
Ra 110 und that, at the income levels of Rs 20,000 and above, 
the additional tax payable will. In each ca.se, be Ra 275 only. 

11. The table in Annexuto B shows, in the case of 
individuals, Hindu undivided families, unr^istered firms, asso¬ 
ciations of persons, etc., the income-tax payable at the rates 
as proposed in the Bill for computation of advance tax and 
deduction of tax from .salaries during the financial year 
1060-70, on total incomes (rum Rs 6,000 to Rs 20,00,000. 
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12. CiMiperative societies—Co-operative societies are at 
present entitled to .several concessions under the Incmne-tax 
Act in the (imputation of their taxable income and they also 
enjoy the benefit of conce!!.slonal rates of tax on their charge¬ 
able income under the annual Finance Acts. The present rate 
structure of tax in the case of co-operative societies is hlstori- 
rally linked to tho rate structure ot tax in the case of indivi* 
duals, subject to certain variations, and is not simple. Co¬ 
operative .societies are exempt from tax on the whole of their 
income from specified business activities, viz. banking; cottage 
industry: marketing of agricultural produce of their members; 
supply of agricultural implements, seeds, etc to the members; 
processing, without the aid of power, of the agricultural pro¬ 
duce ot the members; and, in the ca.se of a primary co-operative 
society, the income from supplying milk raised by its mem¬ 
bers to a federal milk co-operative society. Co-operative socle- 
ttes, in ^ncral, are also exempt from tax on any other busf« 
nesa Income (except from insurance business) up to an amount 
of Rs 15,000. 

13. Further, a co-operative society, Is exempt from tax on 


In 1968:46 eountrles — 5630 axhibitera 
460 000 vialtora 

10 730 foroiRn RuoBta from fivo contlnanta 

New exhibilion halls — All business facililies 
Press Ct-nirt! — Technical Information 


Fbf flti ir.lOfA^AlKin AP|>I| ' 

MMMEMEIIT OF TOE POZIIM DOaimTIOIMl Fill 

14 ClooowEKa StiFBt. PoiR^n. Pnlsvitf 
"M - TARG POZNAN . o4*2io j l Phano . fi2 2\ 

B'.iri’h OfftCF m Wariutw - U K’dligw'ilitH Pricdoiit^cid 
Vi»'d<«vnAro(low« Torqi PornanLiuB 


ALL COMMERCIAL REPRESENTATIVES OF THE 
POLISH PEOPLE'S REPUBLIC ABROAD 





March 7, 1963 


SPECIAL BUDGET NUMBER 


405 


tbe niiiole of the amount of interast and divldendi receivod by 
it Iran any other cooperative society and also the income from 
lettinc of godowns and warehouses tor storage or processing 
or fa^tatlng the marketing of commodities. Where the gross 
total income of a co-operative society does not exceed Ks 80,000 
and it is not a housing society or an urban consumeTs' society 
or a society carrying on transport business or manufacturing 
operations with the aid of power, it is also exempt from tax 
on the whole of its income from house property and interest on 
securities. Where a co-operative housing society allots or 
leases its buildings to its members under a co-operath'e house 
building scheme, the income from such house property is asses¬ 
sable directly in the hands of the members and not in the 
hands of the smdeiy, 

14. At present, a co-operative society whose chiirgeable 
income (as computed after deducting incomes exempt frrm 
tax, including the Rs 15,000 referred to in paragraph IS) does 
not exceed Rs 4,000 is not liable to any tax. A co-operative 
society whose chargeable income exceeds Rs 4,000 is liable *o 
tax thereon at progressive rates rising from S per rent on 
income in the slab Rs 1-8,000, to 40 per cent, on income above 
Rs 25,000. A union surcharge ai 10 per cent of the h.osi<- 
income-tax is also levied in all cases. Up to Ks 20,000 of the 
chargeable income, the rates of tux in the case of a co-operativv 
Society are the same as in the case of an individual. On the 
chargeable income of a co-operatIve society in tbe slab Rs 
20,001-25.000, the rate of basic income-tax is 25 per cent, as 
against 30 per cent in the case of an individual. The charge¬ 
able Income of a eo-operative society above Rs 25.000 bears 
income-tax at a flat rate of 40 per cent, as against rates 
rising progressively from 40 per cent to 75 per cent in the 
case of an individual. 

15. As against the above, the Bill proposes to make the 
following changes in the scheme of taxation of the income 
of co-operative societies in order to rationalise and simplify it: 

(i) The amount of business income exempt from tax 
in the generality of cases of co-operative societies is 
sought to be Increased by Rs 5,000, from Rs 15,000 to 
Rs 20,000. Further, the benefit of this exemption up to 
Rs 20,000 is proposed to be extended also in respect of 
incomes derived by co-operative societies from Insurance 
business. 

The above-mentioned change is sought to be madi 
operative with effect from April 1, 1870, i.e., for the 
assessment year 1970-71 and subsequent years. 

(li) A new rate structure of tax, different from that 
in the case of individuals, is proposed to be laid down 
in the case of co-operative societies for the pirpose ot 
computation of advance tax during Ihc fin.incinl your 
1968-70. 

Under the new rate structure of tax, the rate of basic 
Income-tax on a co-operative society's chargeable income (a.K 
computed after deducting the incomes exempt from tax) in 
• the slab Rs 1-10,OOn will be 15 per cent; on chargeable 
income In the slab Rs 10,001-20.000, 25 per cent; and on 
chargeoble income above Rs 20,000, it will be 40 per cent. 
A union sursharge at 10 per cent of the basic income-tax 
will be leviable in all cases, as at present. 

16. In eenscquencc of the proposed increase in the amount 
up to which business Income will be exempt from tax in the 
generality of caaea of co-operative SQcietiea by Rs 5.000 (from 
Rs 15,000 to Rs 20 , 000 ), the present exemption from tax of 
co-operative societies having a chargeable income not exceeding 
Rs 4,000 it proposed to be discontinued. 

17. The taUe alongside shows, in. the ease of eo-operalivc 
(odeties, the comparative incidence of tax under the mdstlng 
lew and the law as proposed to be changed under tbe BUI, 


at aelected levels of income derived from business (other than 
blinking, cottage industry, etc., the whole ot the income from 
which la exempt from tax. and insurance business). 

18. It wiU be observed from this table that on a 
gross total income up to Rs 30,000 the Incidence of tax on 
co-operative societies on the proposed basis will be either the 
same as or marginally less than under the existing law. On 
a gross total income above Rs 30.000, the incidence ot tax 
on the panpoaed basis will be marginaUy higher than under 
the existing law, the additional tax poyoble being not more 
than Rs 275 in any case. This increase is in line wiQi tbe 
similar increase in the Indidence of tax on personal incomes 
under the proposals in the Bill explained in paragraphs 9-11 
alwve. 

19. Registered firms—At present, registered firms sre 
chargeable to tax on their total income separately but the 
lax payable by them is aUowed as a deduction In computing 
the individual shares of tbe partners in the Income ot the 
firm. Under the existing rate schedule of tax In tbe case 
of registered firms, the first Rs 25,000 of their total income 
does not bear ony tax, but on the balunce, tax is chargeable 
at rates of bosic income-tax rising progressively tram 9 per 
cent on income in the slab Rs 25,001-50,000, to 20 per cent 
on intximc above Rs 1,00,000. Register)^ firms are also liable 

STATEMENT SHOWING COSfPARATlVE INCIDENCE OF 
TAX IN THE CASE OF CO-OFERATIVE SOCIKOES. AT 
SELECTED LEVELS OF BUSINESS INCOME AS 
STATED ABOVE 

(in rupees) 


Business incorue 

Tax including sur- 

Difference between 

(before deduction 

charge payable 

columns (2) and (3) 

of the income ex- 

On exist- 

On prupns- 

Decrease 

Increase 

empt from tax) 

ing basis 

cd basis 

. 


1 

2 


4 

3 

15,000 




... 

16,000 





17,000 


— 

— 

— 

18,000 

— 

— 

— 


10,000 

— 

— 

— 

— 

19,500 

220 


220 

— 

20,000 

275 


275 

— 

21,000 

m 

165 

220 

— 

22,000 

495 

330 

165 


23,000 

605 

405 

110 

— 

24,000 

715 

1)60 

55 


25,000 

825 

825 


— 

36,000 

990 

990 

— 


27,000 

1,155 

1,155 


— 

28,000 

1,320 

1,320 

■ 


29,000 

1,485 

1,48.') 

— 


30,000 

1,650 

1,650 


— 

31.000 

1,870 

1,925 

— 

55 

32,000 

2,090 

2,200 

— 

no 

33,000 

2,310 

2,475 


165 

34,000 

2,530 

2,750 

— 

220 

35,000 

2,750 

3,025 

* 

275 

30.000 

3,025 

3,300 

■ 

275 

37.000 

3,300 

3,575 

— 

275 

38,000 

3,575 

3,850 

— 

275 

39,000 

3,650 

4,12.5 

— 

875 

40.000 

4,125 

4,400 

— 

275 

41,000 

4,565 

4,640 

— 

275 

42,000 

5,005 

-6.280, 


275 

43,000 

5,445 

5,720 

— 

275 

44,000 

5,865 

6.160 

— 

m 

45,000 

6,325 

6,600 

— 

275 
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to pay ontinary aurctiarge al 20 per cent ot ibe baaic tawome-tax 
<10 per cent in the case of a registered fhm deriving Income 
mainly from a profession) and a special Mirctaarge at 10 per 
cent of the aggregate amount of the haste income-tax and the 
ordinary surcharge. 

20. The Bill proposes to enlarge the area of taxation 
of the Income of registered firms by reducing the amount of 
the initial slab of income exempt from tax a present, from 
Rs 16,000 to Ss 10,000. The rate of tax on income in the dab 
Rs 10,00]-25,000 is proposed to be fixed at four per cent. The 
rates of ordinary surcharge as weU as the special surcharge 
are proposed to be continued unchanged. The revised rate 
schedule of tex In the case of a registered firm is proposed 
to be made operative lor the purpose of computation of advance 
tax payable during the financial year 1909-70. 

21. In consequence of the proposed levy of basic income- 
tax on Incomes of registered firms in the slab Rs 10,001-25,000 
at four per cent, a firm with a total income of Rs 25,000 and 
above will he liable to pay in each cose an additional amount 
of tax (Including surdiarges) of Rs 792 (Rs 720 where the 
firm derives income mainly tcon a profession). The partners 
of the firm will, of course, recoup a part of this additional 
tax ai ft is allowed as a deduction In computing their individual 
shares in the income of the firm. The table alongside diows 
the comparative incidence of tax on a registered firm and 
Its partners taken together under the existing provisions of 
the law and on the basis proposed In the BQl In a case where 
the firm derives income from business and has (a) two 


partners and (b) four partners, sharing the profits of the 
finu in equal proportions; 


COMPARATIVE INfRIMENCB OF TAX ON A BEfaSTBRED 
nSM AND ns PARTNERS TAKEN TOGETEBR ON THE 
EXIBTINO BASIS AND ON IHE PBOPfMED BASB 


(In rupees) 

Income of the 

Aggregate amount of tax 

Increase in tax 

registered firm 

payable by the registered 

[Col 3 minus 


firm and all Its partners 

Col 2] 


lixlstlng basis 

Proposed basis 

1 

2 

3 

4 

FIRM WITH TWO PARTNERS 


16,000 

652 

863 

281 

20,000 

1,122 

1,882 

470 

24,000 

1,782 

2,389 

617 

40,000 

5,900 

6,515 

615 

60,000 

14,570 

15410 

440 

1 ,00,000 

39,128 

89,480 

352 

FIRM wnn FOUR PAKniERS 


16,000 

— 

317 

31? 

20,000 

44 

544 

500 

24,000 

484 

1,143 

689 

40,000 

3,300 

4,008 

708 

60,000 

8,520 

9,180 

660 

1 ,00,000 

23,184 

28,712 

528 


rClauses 2 & 10, and the First Schedide) 
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IV Surtax OB Ihr charicaUe prollt» ot companln 

32. Surtax—The Companies (Profitt) Surtax Act, 1004 
had been amended by the Finance Act, 1060 to reduce the 
rate of surtax on the net chargeable profits pt. pompaniini 
with effect from the assessment year 1000-70 by 10 pet cent 
from 3S rx!r cent to 2S per cent. The Bill dues not propose 
to make any change in the rates of surtax on companies. 

2 :j. Benutval, in the ease of widely-held domestis eom 
ranics <i.c., companies la which the public Me substuhtlall; 
iateresteil), of the ceiling on their aggregate liability to keome- 
lax aud surtax at 70 per cent of their total iicomie—The 

C'im!.'anic.<i (Profits) Surtax Act provides, in the ease ot a 
wulelv-held domestic company, a celling over its aggregate 
Iiatiiliiy to income-tax and surtax at 70 per cent of its total 
income. This provision was meaningful at the time It was 
introduced., ill lOO.'i when the rate of surtax on the net' 
•-bargcable pnifita of componies was 40 per cent, and domestic 
comnanies were also liaUe to an additional income-tax with 
reference to their distributions ot equity dividends. With the 
reduction in the rote of surtax to 85 per cent from the 
assessment year 1000-70, and also the discontinuance of the 
levy of additional income-tax on domestic companies with 
reference to their distrtbutiims of equity dividends, the aggre¬ 
gate liability of a widely-held domestic company to Income-tax 
and surtax can, in no case, go beyond 00.05 per emit for a 
company engag^ in a priority industry and 06.25 per cent 
in other cases. In fact, at normal levels of profitability, the 
aggregate UhhUlty to Income-tax and surtax in such cases is 
significantly lower than the above-mentioned percentages. Thus, 
in the case of a widely-held domestic company which is engaged 
in any of the specified priority industries and has a profltabUlty 
in relation to Its capital base (including reserves, debentures 
and long-term loans) ot 25 per cent, 30 per cent, or 40 per 
cent, the aggregate liability to income-tax and surtax will be 
50.03 per cent, 52.02 per cent, and 04.70 per cent, respectively. 
Where such a company derives income from any other activity, 
Its I'ggrcgate liability to income-tax and surtax at these levels 
of profitability ot 26 per cent, 30 per cent, and 40 per cent, 
will be 50.25 per rent, 57.02 per rent, and 00 per cent, 
respi'ctively 

24. In view of tfie position stated above, the celling of 
Til |M-v cent of the total income laid down in the Companies 
(Profits) Surtax Act in the case of widely-held domestic 
companies has now Imt its significance altogether and is even 
misleading as it ia likely to give rise to the erroneous impres¬ 
sion that the aggregate liability to income-tax and surtax In 
the case of such a company could be aa high as 70 per cent. 
The Bill, therefore, proposes to delete the provision In the 
Companies (Profits) Surtox Act relating to the above-mentioned 
celling. 

(Clause 25) 

V. Proposed smeadmenk to the Income-tax Act 

25. The amendments proposed under the Bill to the pro¬ 
visions in the Income-tax Act relating to cooperative societies 
have been dealt with before In paragraphs 12 to 18. The 
sulistnnce of the other amendments to the Income-tax Act 
Under the Bill is explained In the following paragraphs. 

MeasuKB for rationaUsing and Himpllfylng some of 
the provLstnBs ot the Income-tax Act. 

28. Treatment of public campanicB whose shares ate listed 
in a recognised stock exehange in India as nidely-held com¬ 
panies (Le., companies In wUch the public are substanUaUy 
Interested)—The Income-tax Act m.nfcrs a distinction in tax 
treatment as between a domestic company in which the public 
are substantially interested and a closely-hdd domestic company 
.(i.e.. a domestic company in which the public are not substan¬ 


tially Interested). Closely-held companies are required (subject 
to certain exceptions) to dlAribute dividends up to the statutory 
percentage of their distributable income, failing which they 
are liable to pay an adihtional income-tax with reference to- 
fl^'tkdistribuM profits. Closely-held companies are (subject 
.to certain exceptions) also liable to income-tax on their income 
nt rates which are higher than in the case of widely-4ield 
domestic companies. 

. 27: A public company is treated, for the purpose ot 
.Income-tax, w *|a company in which Ow public are substantially 
interosted” only if it satisfies the various tests laid down in 
(he daflaitlon of that term in the laoune-tax Act. One of 
fbMc tests is that not lesa than 50 -per cent of its equity 
capital should have been beneficially held throughout the 
relevant accounting year by government, a statutory corpora- 
Uon, any other company in which the public are substantially 
totorested (or a wholly-owned subsidiary of such a company) 
or by members ot the pul^c (excluding a director of the 
company or a closely-held company). Another test k that tiie 
sharea in the company were dealt with In any recognised stock 
exchange In India at any time daring the relevant sln co unMne 
year and were freely transferable by the shareholdetg to other 
members of the public. A further test requited to be satisfied 


HA?E ¥OU BEEN H2XJ> BACK FOB LAOC OF 
ADEQUATE FINANtX? 

This could be the most timely piece ot news you have 
read. 

Look at the attractive Incentives the Andhra l^adesh State 
Ftoancial Corporation offers you: 

1. In the rase of Small-Scale unlto the margins have now 
been relaxed to 25% on Machinery and 40% on Land 
and Buildings. 

2. In the case of Medium Beak nntts where capital invest¬ 
ment envisaged does not exceed Rs 30 lacs the margin 
is only 40% on the Machinery purchased. 

3. Furthermore, the amount you get on the relaxed mar¬ 
gins over the original 50% la treated as a deferred loan 
where no interest or instalment will be collected during 
the first 5 years. It is just like participation In capital 
with the added advantage that the interest paid on the 
deferred loan will he a charge against the profit unlike 
the dividend on share capital which would be an appro¬ 
priation out of the iBUfits after paying income-tax. 

4. Interest Rate is only 7}% for Small-Scale units and 0% 
for others. 

5. Guarantees Deferred Paymoik for purchase ot indige¬ 
nous machinery and Underwrites Shares and Deben¬ 
tures. 

6 . Above all without obligation the Corporation wtU help 
you to get— 

a) Ready-made factory sheds on easy hire-purchase 
terms in one of the 20 Industrial Estates In the State. 

b) Developed land If necessarj’. 

c) As much water as you need. 

d) A steady supply ot power. 

e) Further capital partiidpatian by State through the 
State Industrial Development Corporation In the 
case of Limited Companies. 
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Own resources include balance from current revenues, additional tamtion, surpluses of public sector undertakings, railways and others. 
*lDcludtng the elftet of the Budget proposals, fl^luding states' share. 
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By the company li that its alfalrt or abarea carrying more 
than 60 per cent of ita total voting power were, at no tune 
(lurmg the relevont accounting year, rontroUm) or held by five 
or fewer persona In aptdying thts teht, persona who are 
leltitivea of one another, and persons who are nominees of 
any other person together with that other person, are treated 
as a single person The apidiration of all these tests, which 
have to be satisfied by a companv cumulatively, mvolvts on 
enquiry into the control and distribution of the ownciship of 
its equity shares tbroughout the relevant accounting yeai, which 
IS time-consuming and gives rise to uncertainty about the 
company's tax liabUltv, besides Icadmg to litigation 

28 The Bill, therefore, proposes to make a provisiori in 
the Income-tax Act to secuie that a public compon} whose 
equity shareb are listed in a recognised stock exchan^t in India 
m accordanee urtth Secunties Contracts (B^tulation) Act, 1956 
and the lules made thereunder will be treated as ' a company 
In which the public are substantially interested” without apply¬ 
ing to It any of the above-mentioned tests These tests (other 
than the one relating to the shares in the company being the 
subject matter of dealings in a recognised stock exchange in 
India, vduch is pioposcd to be deleted in consequence of the 
new proviaioo stated above) will be upphcable only m the ^ 
case of a pubbe company whose equit> shares are not listed 
m a recognised stock exchange in India 

29. The new provisions are Bought to be made effective 
from April 1, 1070 i e, lor the assessment yeai 1970-71 <md sub¬ 
sequent years 

(Clause 3) 

Rathmaliiwtlon and almidiflcation of the existing 
seheme for payment of advance tax under the 
Income-tax Art 

31 ) Existing Scheme of payment of adiance tax ihe 
Imonie-tax Act tequires the payment ui advance tax during 
every imancial year in equal instalments on sjiecified dates 
on the tax paver’s current income (other than c<ipital gams) 
liable to tax lor the assessment seat next following the financial 
year The advance tax is payable only where the income 
subject to advance tax exceed specitied limits which, at 
present, are Bs 2,500 m the case of a company ot a local 
authority, Rs 27,500 m the case of ,1 ngistcied firm, and Rv 
6,500 in any oUier case 

31 Bi the case of a person wbo luis already been asstvsid 
to income-tax, the advance tax is icquiied to be paid, with 
leference to the lost assessed income of the taxpayei, on the 
issue of a notice of demand by the Income-tax Offuer A 
person who has hitherto not been assessed to tax is required 
to pay advance tax voluntarily with reference to his cuirent 
income as estimated by him The amount of the advance tax 
IS romputed on the iniomc subject to advance tax (le, the 
9ast assessed total income or, as the ease may be the current 
income estimated by the tax payer, as reduced by the capitil 
gains, if any) at the rates prescntied m the annual Finance 
Art The advanre tax so calculated is reduced by the mount 
of the tax deductible at sourre on the net amount of income 
subject to such deduction (eg, interest, dividends, etc ) 
included in the income subject to advance tax The balance 
omount arrived at after sueh deduction is pavahle as advanci 
tax 

32 The advance tax is payable in three equal instalments 
by September 1. December 1 and Match IS in the fmanciol 
year In relatiim to the sources of income lor which the tax 
payci has either malntamed no accounts or has mauitamed 
accounts for a period midmg on any date between January I 
and Ap’U SO In relation to otlm sources of income (for 
which accounts have been maintained for a period eadiiig on 
or before Decemb^ 31, (the advence tax is payable m four 


equal Instalments by June I, September 1, December 1 and 
March 1 of the fmancial year Where (he tax payer has more 
than ont source of income ond has accounts ending on diftarant 
dates for these sources say fbe calendar year for one source 
of income and the financial year ending on March 81 for 
another wurce. the advance tax payable in relation (o these 
sourres of income has to be cakulgted under the present law 
lepaiately. the odvance tax in respect of the former source 
being payable m four equal instabneats, and tot the latter, 
in three equal Instalments 

33 A tax payer who is lequired tu pay .idvunce tax on 
the basis of his lost assessed income has (he option to pay 
a lower amount of advance tax on his uwm computation if 
hui current Income, according to his own estimate, would be 
lower than the income on which advance tax haa been damonded 
from him tinder the present law, theie is no obUgatitm on 
the tax payor to pay a hif^er amount ot advance tax than 
that demanded from him, where, aerording to his estfanate. Us 
current income would be wexter than that oh wUdh adwice 
tax has been demanded from Mm 

14 Where the advance tax paid by a person exceeds the 
imount of tax determined to be payoMe by him for the televont 


assessment year on regular assessipent, he is entitled to 
receive simple Interest at nine per cent per annum from the 
government on the excess payment (or the period from April 1 
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of the- relevant assfissment year up to U» date on which the 
asscsisment is completed. Conversdy, where the advance tax 
paid by a person on his own estimate Halls short of 75 per 
cent of the amount of tax determined to be payable by him 
on regular assessment, he is liable to pay aimi^ Interest at 
nine per cent per annum on the amount of the shortfall for 
the period from April 1 of the relevant assessment year up to 
the date of completion of the assessment Similarly, a person 
who has hitherto not been assessed to tax and falls to furnish 
an estimate (d the advance tax payable by hhn is liable to 
pay simple interest calculated at nine por cent per annum on 
TS per cent of the asseased tax. Interest is also payable In 
cases where the tax payer underestimates the advance tax 
payable by him in any of the first three instalments and makes 
up the balance only in the last liutalment. 

35, Further, a penalty is impoaable In the case of a person 
who intentionally underestimatM the amount of advance tax 
payable by him or, in a case where he has hitherto not been 
(issesaed to tax, fails, without reasonable cause, to finnish an 
estimate of the advance tax payable by him. 

36. Fnpoied Ghaages iB the aefceme of payment of advaace 

tax. -It is proposed to make certain changes in the e«ii»t.ing 
scheme of payment of advance tax, on the following lines, m ’ 
order to rationalise and simplify the scheme and also to reduce 
tho burden of compliance on amall-lnromc tax payers: 

36.1. No advance tax will be payable wtere the income 


subject to advance tax d()^s not exceed the limits set forth 
below: 

U) In the case of a company or a 
local auQwrlty Bs 

(In theae cases the limit 
Is the same as at present] 

<b) In the case of a r^fislered 
firm Rs 

[The present limit is 
Rs 27,500] 

(c) In the case of a person 
other than a company, a 
local authority or a registered 
firm— 

(1) In the case of a non¬ 
resident Rs 

(2) In other cases Rs 

[Presently, the limit in 
the case of non-resi¬ 
dents Is Rs 2,500 and 
in other cases it is 
Rs 6,500] 

36.2. The advance tax calculated on the total income will 
be allowed to be reduced by the full amount of the tax deducti¬ 
ble at source on the gross income wbidi Is liable to such 
deduction (e.g. interest, dividends, etc.) and which has been 
taken into account in computing the total income. This will. 
be In replacement of the present provisions under which the 


2 Ji00 
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advanot tax la nducad by tha tax daduetibla at loutca. mly 
on the net amount, at tha ineoma Uahla to daducUon ol tax 
( 1 «. tha lacoma aa computed after allowing the deductions 
admlsaible under the Income-tax Act). 

36.21. The ellect ol the proposed changes is illustrated 
in the lollowing two examples. 

COMPUTATION OF ADVANCE TAX IN CASES WHERE THE 
TOTAL INCOME DiCLCDES INCOME ON WHICH TAX IS 
DEDUCTIBLE AT SOURCE 

I. WIDELV-HELD DOMESTIC COMPANY: 

Business income Rs 3.U0,0I>U 

Intei'-corporate dividends Rs 2.SO.ODU 

LeH deduction ol 60 per cent 
thereol under section 80M 
of the Income-tax Act Rs ),50.1IU0 

Net dividends Rs l.OO.MHi 

Tohil income last asse.ssed Rs 3,UU,0UU 

Compttlatlon of advance tax: 

A. Exlatlng baab 
Income-tax on Rs 3,00,000 

@ SS per cent Rs MiS.UOO 

Leas tax deductible at source, 

@ 22 per cent from the 
inter-corporate dividends ol 
Rs i,00,000 included in the 

total Income Rs 22.000 

[The tax actually deductible 
from the gross inter-corpor¬ 
ate dividends of Rs 2,50,000 
at 22 per cent will be 
Rs 55,000, as against which 
only Rs 22,000 b set off 

against the advance tax.! - 

Net advance tax payable 

by the company Rs i,43,00ii 

B. ihnposed baab 
Income-tax on Rs 3.00,000 

@ 55 per cent Rs 1,65,000 

LesB tax deductible at source, 

@ 22 per cent, on the gross 
amount ol inter-corporate 
dividends of Rs 2,50,000 (which 
has been taken into account 
in computing the total Income 

of Rs 3,00.000) R.S 55.000 

Net advance tax payable 

•Advance tax payable on existing 
basis (aa at A above) 

Advance tax pa} able on proposed 
basis (as at B above) 

Reduction in the advance tax 
payable on proposed basis 
II. INDIAN COMPANY; 

Business income 
Gross interest received 
Leas interest paid on own 
Iwrrowings 

Net interest 

Total Income last assessed 

ComputatiM at advoaoe tex 
A. Extoting bssb 
Income-tax on Ba 1,20,000 
d) 58 per eent 

tax daduoUbln it soutm. 


Rs 1.10.000 

Ks 1,43,000 
Rs 1,10,000 
as 33.000 

as 1.00,000 

as 50.000 
Rs 30,000 

. Rs 20.000 
Hs 1 , 20,000 

Be 56.000 


.. OO per ccot OB the.aM. . . 
interest at Rs 30,000 Included 

in the total Income Rs 4,000 

(The tax actually daducUble 
from the groaa Interest of 
Rs 50,000, ® 20 per cent would 
be Rs 10,000 as against which 
only Rs 4,000 Is set off against 

advance tax.] Rs 03,000 

Net advance tax payable Ba 62,000 

B. Pnqmaed baab 

Income-tax on the total Income ot 

Rs 1,30,000, @ 55 per cent Rs 68,000 

Less tax deductible at source, 

20 per cent from the gross 
interest ot Rs 50,000 (which 
has been taken Into account In 
computing the total income of 


Ks 1,20,000) 



Rs 

10,000 

Net advance tax payable 



Rs 

56,000 

Advance tax payabb on existing 
basis (as at A above) 

Advance tax payable on proposed 

Rs 

63,000 



basis (as at B above) 

Rs 

56.000 



Reduction In the advance tax 





payable on proposed basb 

Rs 

6,000 




.36. 23 It uiU be seen from the foregoing examples that 
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the adoption oX the propwed baeU will t^late excel* pey- 
inenu of advance tax. 

36. 3 Advance tax will be payabie In all caees in three 
equal instalments during the linaadal year. The due dates 
uf these instalments will be os toliows; 

la; in the rase of a person whose (; 

total income (with releroico () June 15, September 15, 

to which advattce tax is pay- (; and December 16. 

able) to the extent of 75 per () 

cent thereof or more is derlv- (; 

ed from a source for which O 

the accounting year ends on (; 

or bolore Decemiier 31. () 

(b; in any other case September 15, December 15, 

and March 15. 

36.31 'i'he above scheme is in replacement of the present 
scheme under which a tax payer whose accounting year ends 
after December 31 or who does not maintain any accounts, 
IS required to pay advance tax in three bistalments while 
another tax payer whose accounting year ends earlier, i.e., 
on or before December 31, is allowed four instalments to pay 
the advance tax. Tlte proposed amendment will remove tnls 
discrimination, 

36.4 It will be obligatory on a person to pay advance 
lax on his own esUmulc it the advance tax computed on his 
curroiii income (i.e., income liable to tax lor the assessment 
year next following the relevant financial year) exceeds the 
amount of advance tax demanded from him by more than 
331 per cent of the latter. Thus, where a tax payer's current 
income as estimated by him is greater than the income with 
I’oference to which advance tax has been demanded from him 
and the advance tux calculated on such curr«it income is 
higher than that demanded from him by more than one-tbird 
of the latter, he will be required to pay the higher amount of 
advance tax calculated on bis current income. The payment 
will have to be made on such of the due dates bl instalments 
us have not expired, ll will be open to the tax payer to 
revise his estimate before any of the dales on which the 
insluluieiits of odvemee tux are payable by him. 

36.41 Whcie, St Itic time of the assessment of the uicomc 
of the relevant assessment year, it is found that the advance 
tax paid by the tux payer on bis estimate, us stated above, 
is less than 75 per cent of the assessed tax, he will be liable 
to pay simple interest at 0 per cent per annum on the amount 
by which the advance tax actually paid falls short of the lull 
amount ot the assessed tax. 

36.42 Where it is found, in the course of the assessment 
proceedings, that a person has failed, without reasonaUa cause, 
to furnish an estimate ot the advance tax payable by him as 
stated above, he will be liable to imposition ot penalty. The 
minimum amount of such penalty will be 10 per cent and the 
maximum one and a halt times the amount by which the 
advance tax demanded from him fuUs short of 76 per ewt of 
Uie assessed tax. 

.76.43 Under the present law, a tax payer has the option 
to pay advance tax on his own estimate if the tax on his 
curri'iit income is less than the advance tax demanded but 
there IS no corresponding obligation on him to pay more if 
the lax on the current income Is going to be higher. The 
proposed change will remove this lacuna. 

36.6 The interest ehargeable from a person in a case 
wliere the advance tux paid on his own estimate is less than 


75 per onrit of the aaiesied tax .wiU he. ealculatecl on the 
•hortfall in the advance tan .actually paid (sosn the whole .of 
the amount of tbo aasassed tax (in., tax detenninad «m regular 
assessment), instead ot on the shortfall from 16 per cent of 
the assessed tax as under the present law. Similnily, in th 
case of a person who has hitherto not been assessed to tax and 
who fails to furnish an estimate of the advance tax payable 
by him, the interest chargeable will be ralculaled on the whok* 
of the assessed tax instead of on 75 per cent of tbo asaessed 
tax BB under the present law. 

36. 6 TIu: above-mentioned changes in the sclume of puy- 
iiient ot advance tiuf relating to charging of mterest for 
short-payment of advance tux on the tax payer’s own estimate 
or failure to fuinish an estimate of the advance tax payable 
by him, as also the levy of penalty for failme without reason¬ 
able cause, to furnish an estimate of the advance tax payable, 
mv proposed to be made effective from April 1, 1670, for the 
assessment year 1970-71 and subsequent '’cars. All other 
changes in the scheme of payment of advance tax are sought 
to be made effective from April 1, 1669, I.e,, in relution to the 
financial year 1969-70 and later years. 

(Clauses 12, 13, 14. IS. 16. 

17. 18. 19, 20. 21 and 22; 

37, Increase, ftoni Us 159 to its 206 per tnontb to the. 
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gtaadud fM iMlntnw i i w asinditan m, aad wm* 

and tour ol, notor cat owaed br a tax mtt and oaed far 
Ids uapiurawat. la. eaae whcM the anm aa^ taeoaM la xp 
ta Ra UifN.—A provision was made in the Income-tax Act 
by the Finance Act, 1088, for the allowance of a standard 
deduction, in the nunputation of salary income, for maintenance 
expenditure on, and wear and tear of, a conveyance owned 
and used by the tax payer for his emplayment. In respect 
at a motor car, the amount of the standard deduction for 
tax payers with aross salary income up to Rs IS.OOU is Rs ISO 
tor every month during which the car is used for purposes of 
the employment; for those in the salary range up to Rs 25,000, 
Rs 200 per month: and for tax payers with a gross salary 
income excecrling Rs 2.5.000, it is Rs 2S0 per month. 

38. Having regard to the present prices of motor cars 
produced in our country and the current general level of 
expenditure on maintenance and runnig of motor cars, it is 
now proposed to increase the amount of the standard deducticn 
for a motor car in the case of tux payers with gross salarr 
income up to Rs 15.000 from Rs 150 to Rs 200 for every month 
during which tlu* motor car is used for th? purpose of em¬ 
ployment. 

39. The above change will be effective for and from the 
assessment year 1970-71, i.e., in relation to salary incomes 
earned during the financial year 1089-70 and later years. 

(Clause 4) 

40. Expenditure In busliiesses er ptofessioas for which 
nay payment exceeding Rs 2,SM at a time Is to he nude. 


under neetica 48A<3) at tae laeauM-tax Aet, by is eioiaed tank 
ebegne or dtafU-ftovlsion proteotlug payer ogataat tegal pro- 
ceedinga merely on the grouad of the poyawnt pot having 
been mode or tcodeied In eaoh or la any other auHmer<—-A 

pruvioion was made by the Finance Act, 1968 In section <0A(3) 
of the Income-tax Act for the disallowance of expenditure in 
businesses and professions tor which payment is made (after 
a date to be notified by government) In an amount exceeding 
Re 3..500, unless the payment is made by a crossed bank cheque 
or draft. This provislcm is not to apply in the cases and 
circumstances notified in the Income-tax Rules. 

41. Under the goveniment's 'notification No, S.O. 623 
dated February 14, 1969, the above-mentioned pnr^on ia to 
have effect In relation to payments made after March 31, 1960. 
The coses and circumstances in which this provision will not 
be operative have also been specified in the Income-tax Rulea 
imder notification No S.O. 624 dated February 24, 1068. Those 
exceptions—notified after considering the views exprassed by 
Chambers of Commerce and other public bodies on the draft 
rules published earlier—cover broadly the following categories 
of payments: 

fi) Payments which, under a contract entered Into by 
the tax payer before April 1, 1969, have to be made 
in legal tender. 

(ii) Payments to the cultivator, grower or producer of 
the products of agriculture, horticulture, apiculture, 
hustundry (including hides and skins), dairr or 
poultry farming; fish or fish products; or the pro- 
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ducts of a cottsjre industiy run without the aid of 
power. 

(Ui) rsyments jnsde in a village at town not served by 
Any bank to persons ordinarily residing or carrybig 
on any business or profession in any such village 
or town. 

(iv) Payments made to the Reserve Bank of India, State 
Bank ot India, other banking Institutions including 
cooperative banks and land mortagage banka, agri¬ 
cultural credit societies, Ufe Insurance Corporatton, 
Unit Trust of India and specified financial insti¬ 
tutions. 

iv) Certain categories of payments made through tbe 
banking system e,g., letter of credit, moU or tele¬ 
graphic transfers, inter-bank book a^ustmsnts and 
bilis of exchange made payable only to a bonk. 

ivi) Payments of terminal benefits such as gratuity or 
retrenchment compensation payable to low^aid 
employeea or memtora of their families. 

Besides, there is a residuary exception to the operation 
of the provialons of section 40A(3) in a cose where the tax 
payer eatabliBhes that the payment could not be made by 
a croased bank cheque or draft due to exceptional or unavol^ 
able drcumstancca and also fumlahea evidence as to the 
genuineness of the payment and the identity of the iiayee. 

42. At the time of the consideration of the Finance Bill, 
1068 in Partiament, apprehensions were expressed in certain 
quarters that difficulties might arise in the operation of the 
abevementioned provision unless persons who make payments 
by crossed cheques or bank drafts were protected from legal 
action on the ground that the payment was not made in legal 
tender. In order^ to secure the smooth operation of the 
provisions of section 40A(3), it la now proposed to make a 
further provision in the Income-tax Act to the effect that 
where a tax payer makes a payment in an amount exceeding 
Rs 2,500 by crossed bank cheque or draft in accordance with 
that section, no person shall be allowed to raise, in any suit 
or other proceeding, a plea based on the ground that the 
payment was not made or tendered in cadi or in any other 
manner. This provlsian is proposed to be made effective from 
April 1.1969. 

(Clause 5) 

Uevetopmcntal Ineentlvea 

43. Treatment of tha cotton and Jnte textile indnstrlen as 


petortty indnsteieg fer tbe yi >ei9i ef a rvel e gu n f gehgle ider 
the BwRne-Inx Ad>-A tax payer who acquires a new sUn or 
inatala new machinery or plmt for the puipoie of Ms buatawn 
is entitled, under the Inemne-tax Aet, to n deduction, in the 
computation of his taxaUe income, on account ot devetomnent 
rebate calculated at a specified percentage of the cost at tudi 
ship or machinery or plant. The deduction on account of 
development rebate is granted over and above the depreciation 
allowance. The rate of development rebate on new thipa is 
40 per cent. In respect of new machinery and plant installed 
up to March 31, 1970, the rate of development rebate under 
the present law for a 'priority industry* (i,e., an industry 
manufacturing or producing any of the articles or tUngs 
specified in the E7fth Schedule to the Income-tax Act) is 
35 per cent of the cost of the machinery and plant; and for 
any other industry, it is 20 per cent. In respect of new 
machinery and plant installed after March 31, 1970, the rates 
of development rebate will, under the present law, stand 
reduced to 25 per cent, and 15 per cent, reaiiectivety. 


44. The above-mentioned ratea of devdopment r^te 
(including the reduced rates which will be applicable in respect 
of new machinery and plant inatalled alter Match 31, 1970) 
are proposed to to continued unchanged. However, it is pro¬ 
posed to extend the priority industry rate of development rebate 
to new machinery and plant installed in the cotton textile 
industry and jute textile industry, with effect from April 1, 
1970, i.e., for the assessment year 1970-71 and subsequent' 
years. This will mean that for all new machinery and plant 
Installed in a cotton textile mill or a jute textile mill in any 
accounting year relevant to the aasesament year 197041 (tgr., 
Samvat Year uncling on the Diwall day in 1069, calendar year 
1969 or financial year 1969-70) or any later year, development 
rebate at the higher rate as for priority industries will be 
admissible. Such higher rate will be 35 per cent of the cost 
of the new machinery and plant where it is Installed up to 
March 31. 1970, and 25 per cent where it is installed after 
that date. For this purpose, it is proposed to add the following 
two items (numbered as items 32 and 33) in the list of articles 
and things retating to priority industries contained In the Fifth 
Schedule to the Income-tax Act: 

“.72 Textiles (including those dyed, printed or otherwise 
processed) made wholly or mainly of cotton, indud- 
ing cottem yarn, hosiery and rope. 

33. Textiles (including those dyed, printed or otherwiae 
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Relates to the business of All Scheduled Commercial Banks. 











Jute twine and jute npe”. 

Tfae n<^iruti<m oT ttu abuvi.'-menUoned two items Is w the lin.s 
ot the narratlim in the First Schedule to the Industries (Deve> 
lopment and BeKUlation) Act, 1991, but unlihe the latter which 
covers cotton textiles made partly ol cotton, and Jute textiles 
made partly ot Jute, the provision in the Bill covers cotton 
textiles mode mainly of cotton, and jute textiles made mainly 
of jute. 

45. The extension of the priority industry treatment to 
the cotton and Jute textile industries is designed to provide 
Internal reaources to these two major Industries for modei> 
r.isation of their eiiulinnent so as to increase their productive 
capacity apd Btrenglhen their competitive position in worht 
maikets. 

(Qause 23) 

44i. Exteuahw of Ok tax holiday' eonceaslon under the 
Income-tax Aet to new indnsirial ondertakings commencing 
pmdHctlanmr oparathm, and ships brought Into nao hy ladiaa 
cMagaaiaa, Met March SI, 1971 at aay thne during the 
five-year periad up to March 31, 1979.—The Income-tax Act 
provides a ‘tax holiday’, for a specified period on profits 
derived by any tax payer from a newly set-up industrial 
undertaking manufacturing artlclea or iterating a cold storage 
plant in India, as also profits derived by an Indian company 
from a ship owned and the business of an approved hoUl 
carried on by it, subject to certain conditions. The 'tax bbliday’ 
consists In ^ exemption from tax of profits up to 6 per cent 
per annum of the capital employed in the undertaking, ship 
or hotel. In the case of an industrial undertaking owned 
by a co-operative society, the period ot the 'tax holiday' is 
seven years, and in other case 9 years, from the year in 
which the undertaking commences production or operation. In 
the case of a ship or approved hotel, the period of the ‘tax 
holiday' is live years from the year in which the ship is 
brought into use or the hotel starts functioning. Any deficiency 
from the six per cent per annum return on the capital during 
the ‘tax holiday' period is allowed to be carried forward and 
set off against the profits of subsequent years up to a period 
of eight years from the initial year. Shareholders ot companies 
are exempt from tax on dividends which are attributable to 
the ‘tax holiday* profits of the company paying the dividend. 

47. Under the present lew, the 'tax holiday* concession 
Is available in the case of industrial undertakings going into 
production or operation up to Match 31, 1971, and ships brought 
Into use by an Indian company up to that date. There is no 
such time limit in the case id approved hotda tun by Indian 
companies. 

4.S. Having regard to the need for further development 
of our industries and the expansion of our shipping, it Is 
proposed to cantinue the concession of. the ‘lex holiday’ tor a 
further period of five years, so os to make it evailable to 
industrial undertaklnp commencing productiim at operation, 
as also sidps brou^t into use by Indian companies, at any 
time up to March 31, 1978. 

(Clause 7) 

Measures for facilitating personal satdngs and taveatmaiits 

49. EMar g wne nt of the scope ef tax relief mdec the 
Income-tax Aet on personal savings threiuii life fawnnuiee 
policies.' eto., by covering pKmlnma on certnin poUetes not 
enaUfying for tax rdlet at present; nnd providing far tax 
relict to antbon, May-wrltfita, artlate, mnaicinns and actore 
on a wider bane aavtnga la all casea.—An individual effecting 
savings out of his Income chargeable to tax through specified 
media such as life insurance, provident fund (tniduding the 
l^ibllc Provident Fund), 10-year or 15-year cumulative time 
neposlts in post office savings banks, etc., is entitled to tax 
reiidf under the Income-tax Act on such savings un to a 
»pecilled limit. A Hindu undivided family it alto entitled to 
tax relief on savl^ through life insurance Up to a spacifi^ 
iimtt. In regard lb' wtoings throKi^ Hfo inaurme. the tax 
mlief ia preaaaUy avotlahic. in the ease of an indUvidual, on 
pienlums paid ea a policy of Ufa Inaurance or defecied annuity 
on the life of the Individual or .on the lifo of hla or bar gpouae, 
but not on premiums in ceqwct of an insurance policy mi 
the life ot any child of tha individuaL In the case of a 
Hindu undivided family, tax relief is avallaUe on premiums 



Tho growth in world gir traffic was 12 per cant in 1968 over 1967. 
We did a shade better. 

Our corrasponding growth in air traffic was 17 per cant. 

Wa carriad 1.87 million passengers in 1968. 

But that's net all. 

in 1969 we hops to carry 2 million. 

And at among tha lowest fares in tha world. 

You may think It fantastic. 

But it's true. 

In fact wa even offer an alr-tickat for just Rs. 7/>l 
Whan you fly from Kamalpur to Khowei in Tripura. 

No wonder people talk so much about ua nowadays. 

Ws'ra giving them a chance to do so. 
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pijid on !in iiisurunt'u imlicy un the life ul any niaie member 
of the family or the wife of auch male member, but not on 
premiums on an insurance policy on the life of any other 
fem^de member of the family. 

an. In the case of uu individual, the overall amount uf 
savings through life insurance and other specified media quali* 
tying for fax relief for .« year is limited, in the generality 
uf cases, to 30 per cent of the gross total income or Rs IS,000, 
whichever is less. Where the individual is an author, play* 
wright. artist, musician or actor, tax relief Is admissible on 
savings up to such higher limits as arc specified In the Income- 
tax Rules, subject, however, to the condition that the author, 
playwright, etc., has effected an insurance policy on his life 
ur on the life of his or her spouse before March 1, 1064. 
and pays prnniums during the relevant year to keep such 
policy in force. Under the Income-tax Rules, the higher limit 

savings qualifying for tax relief in the case of authors, 
playwrights, artists, etc., is 33j| per cent of the professitmal 
income phM 30 per rent nf any othiMr income, or Rs 2S.000 
whichever is less. 

51. In the case of a Hindu undivided family, the limit 
over the amount of savings through life insurance qualifying 
for tax relief is 30 tier cent of the gross total income or Rs 
30.00(1. whichever is less. , 

ftS. The tax relief on the savings up to the above-men¬ 
tioned limits Is granted in each case by allowing a deduction, 
in the computation of the taxable income, of 60 per cent of 
the tirst Rs 5,000. tmd 50 per cent of the balance, of the 
savings qualifying for relief. 

53. It is proixised to make certain changes (as explained 
below) In the provisions relating to tax relief on personal 
savings in the Income-tax Act, with effect from April I, 1970 
<i.e., for the asses.sment year 1970-71 and subsequent years) 
in order to enlarge the area of tax relief on savings through 
life insurance policies; and to provide tax relief in the case 
of authors, playwrights, artists, etc., on the wider base in 
all cases, with eifoct from April 1, 1909 (i.e., the assessment 
year 1069-70 and subsiHiuent years). 

53.1 Ufh ImniroBce FoUcies.—^In the cose uf an individual, 
it IS proposed to extend the tux relief (from the assessment 
year ]97fl-71, onwards) also to premiums paid on an insurance 
policy (including a deferred annuity policy) on the life of 
any child of the individual. This provision wilt cover pre¬ 
miums paid mt insurance policies on the lives of two or more 
chidren of the Individual, and irrespective of whether the child 
is minor or major. In order to qualify lor tax relief, premiums 
should be paid out of the individual's income chargeable to tax. 

53.2 It is also proposed to extend the tux lellel (from 
the assessment year 1070-71, onwards) to premiums paid by a 
Hindu undivided family, out of its income, on un Insurance 
policy on the life of any female member of the family other 
than the wife uf a mcmixT of the family. The premiums paid 
on an insurance policy on the life of the wife of a member 
of the family are already eligible for tux relief under the 
existing law and will continue to be so eligible. 

53.3 No change is propuseil to be made in regard to the 
limits on the savings through life insurance and other specified 
media qualifying for tax relief in the rases of individuals and 
Hindu undivided families or in tlu< quantum of the deduction 
nvaitublc in the computaiion of the total income with reference 
to such savings. 

.53.4 Authom, iritywrights, artists, mnalcUBs and actors. 
—In the case uf such individuals it is proposed to remove 
the existing condition in the law that they shoidd have a life 
insurunie policy effectad before March 1, 1964, in order to 
be eligible for tax relief on savings (through life insurance, 


etc.,) up to the higer limit stifled in the Income-tax Rules. 
The effect of this will be that to the assessmoit year 1969-70 
and subsequent years, authors, playwrights, artists, muaidam! 
and actors will be eligible for tax relief on their savings 
through life insurance, provident funds, 10-year or IS-year 
cumulative time deposits accounts in post offices, etc., even 
where they have effected a life insurance on or afto Mwh 1. 
1964. This tax relief will be admissible even in cases where 
there is no life insurance policy but the savings have been 
effected tlirough other six*cified media e.g.. Public Provident 
Fund or lO-year or l.'i-year cumulative time deposits in post 
offlees. 


(Clause 6) 

54. Increase in the aoMMUt of dlvideada feoaa Indian 
companies esempt from tax during the year in dn eoao of 
sharehoMen of all categories frnn Bs S9t to Rs l,IM.->~Under 

the existing provisions of the Income-tax Act, tax payns of 
all categories are exempt from tax on dividends received by 
them from Indian companies during a year up to an amount 
of Rs 500. In order to encourage persons in the lower and 
middle Income brackets to make larger investments in the 
.shares of Indian companies and also to immova the invest¬ 
ment climate, it is proposed to increase the amount of dividends 
from such companies now exempt from tax in the bands of 
ail categories nf shareholders, from Rs 500 to Rs 1.000. This 
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Hiey saved 
the ancient 
banyan tree 
andnowdieir 
daringknows 
no bounds 


let It itiBd,' someone mM of the 

iMnyen tree as the site was being deared for the 

Hindustan Lever Resaareh Centre^ at Andheri. 



So the tree stilt stands—and it stands for quitea lot 
For one thing, the tree signifies that we can’t easily get away 
from what is home-grown. Appropriately, therefore, the 
Gentle win tackle problems rooted in India—the kind that can 
only be solved here: 

Out we discover and eaidoit Utherto unused heal sources 
of oil, thus cutting imp^ and saring foidgn exchange? Can 
we devdop mOk foods that are Meafiy suited to /adha needs? 

How can we improve the nutritive value iri protein-poor foods? 
Can we devdop processes fbr the pieservation of Indian 
type food dishes? 

Research on aU this can only begin at home. It has, at the 
Hindustan Lever Research Centre in Andheri. The sweep and 
thrust of the studies are daring. The scientists are producing 
new devices for old, making traditional things happen in new wa>'s. 

They have, of course^ left the beq]w> one alone 
10 growhy itselL 


Hindustan Lever ^ 

(I'nwi^ai^ra. Mr»s 
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change U lought to be made effective bom April 1, 1970 (Le.. 
tor the aeaeisment year 1970*71 and eubsequent years). 

(Clause 8) 

\ 

Provlalnu lor tax reliefs in certain directions 

55. Exemption from tax of Indian companies on 49 per 
cent of thelc Income by svay of royalties, technical service 
fees, etc„ received fnun any person carrying on a business 
in India in consideration of provision of technical know-how 
or technical aervicea under an approved agreement.—In tlie 
case of Indian companies who derive royalties, technlcol service 
fees, commission or any other income (except capital gainsj 
from any person carrying on a business in India in coti.side- 
ration of providing technical know-how or rendering technical 
services to such person, it Is proposed to make a provision 
in the Income-tax Act for the allowance of a deduction of 
40 per cent of such income in the computation of their taxable 
income. This provision will cover technical know-how (whcthei 
patented or not) which is likely to assist in the manufacture 
or processing of goods or materials or the installation or 
erection of machinery and plant for such manufacture or 
processing, or in operations relating to mining including pros¬ 
pecting, agriculture, animal husbandry, dairy or poultry 
farming, forestry or fishing. The technical services covered 
by this provision relate to services rendered in connection 
with providing the technical know-how stated above. In order 
to be eligible (or the deduction of 40 per cent of the income 


by way of -rojialties, technical service fees, etc., under the new 
provision, the technical know-how and the technical services 
should be provided under an agreement entered into by the 
Indian company with the person concerned on or after April 1, 
1969, and such agreemant should be approved by the central 
government at any time before October 1 of the relevant 
assessment year. This provision is designed to minimise the 
repetitive import of technical know-how from abroad and also 
to encourage Indian companies to develop their technical 
knuw-how. 

56. The above-mentioned provision is sought to be made 
operative with effect from April 1, 1970, l.e., for the assess¬ 
ment year 1970-71 and subsequent years. 

taauae 9) 

ST. Exemption from tax of authora, playwrighta, artlata, 
muaiclana and actora on 85 per cent of the Income derived 
by them from foreign sonrcea la exerclae of their proteaaloa 
and received In India In foreigB axehange.—It is proposed to 
make a provision in the Income-tax Act for providing tax 
relief to authors, playwrights, artists, musicieni and actors 
resident in India who derive any income from foreign sources 
in exercise of their profession and receive it in India or bring 
it into India in foreign exchange in accordance with the 
Foreign Exchange Begulation Act, 1947 and the Rules made 
thereunder. The tax relief will be granted by allowing a 
deduction of 25 per cent of such income in the computation 
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(made from tubes wc make) and have a world- 
famous bicycle fitted with the most comfortable 
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we make. 

The power to light his home will come through 
one of the millions of transformers we help to 
make with 9 ur cooling tubes- 

The bus, car or train he rides will have steel 
tubes as part of it, which we produce in'every 
shape and size for all such requirements. 

Coming to think of it, we will have much to do 
with his life, even considering what we make now. 

And our future growth? That's for him to 
guide, for what we do is what would do him 
good, directly or indirectly. 
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ot tbe taxable income oT the author, idaTwright. artist, etc. 
This provlaion la designed to encourage successtul authors, 
playwrights, artists, musicians and acton in out country to 
project their activities outside India with a view to contri¬ 
buting to greater understanding ol our country end its culture 
abroad and also augmentuig our loreign exchange resources. 

38. The above-mentioned provuion is aought to be made 
operative irom April 1, 1870 i.e., lor the assessment year 

197U-71 and subsequent years. 

(Clause 11) 

Vi. froposed anendaoeut to the Companies (PtofUs) 
Surtax Act, 1884. 

au. Kemuval ot the provision, in the case of a widely-held 
doinesUc company, for a celling on Its aggregate llahllity to 
income-tax and surtax at 10 pec cent ot Us total InoonM.— The 
Third Schedule to the Companies (Profits) Surtax Act contains 
a pruvuioa in the cose of a widely-held domesUc company 
under which its aggregate liability to mcume-iax and surtax 
is limited to 70 per cent of its total income. It la proposed 
to remove this provision lor the reasons explained In para¬ 
graphs 23 and 24. 

(Clauae 25) 

VU. Proposed amendments to the Wealth-tax 
Aet, 1867. 

80. Sxteniton of the levy of wealth-tax in the caee of 
Indivlduala and Hindu undivided famlllee to wealth comprls- 
lug agrleulturBl property.— Agricultural wealth baa so lar been 
exempt from wealth-tax under the Wealth-tax Act. For thla 
purpose, the exisluig detimtion of the term "asseU” in the 
Wealth-tax Act, which comprises property of every description, 
movable or inunovable, speciUcally excludes agricultural land 
und growing crops, grass or sianuing trees on such land and 
also any buildings situated on or in the immediate vicinitr of 
the land and owned and occupied or used by the cultivator or 
receiver of rent or revenue out of the land. This exemption 
bos a historical origin and ia nut due to any bur in the Consti¬ 
tution on the competence of Parliament to legislate lor the 
levy of wealth-tux on agricultural wealth. 

01. With a view hi bringing about equality ol treatmeut 
us between pursoua having investments m non-agriculturul 
property ana those having investments in agricultural pro¬ 
perly, the UiU proposes to extend the levy of wealth-tax to 
the value ol agricultural property held by Individuals and 
Hindu undivided iumilies, with ellect from AprU 1. 1870, i.c., 
from the assessment year 1870-71. 

02. Under the proposals in the Bill, agricultural land, 
Including standing trees thereon, und also buildings situated 
on or in the iinmediuie vicinity ol such land and owned and 
occupied or used by the cultivator or receiver of root or 
revenue out ol the land will be brought within the purview 
ol wealth-tax Irom the assessment year 1870-71 onwards. 
Specillc exemption has been provided in respect ul (a) the 
value ol atanding crops (including fruits on trees) and grass 
on agricultural loud, and tb) the value of tools, implements 
and equipment (such as tractors) used for the cultivation, con¬ 
servation, improvement or maintenance of agricultural land, 
or raising or harvesting any agricultural or horticultural 
produce on the land. Thu value ot agricultural property os 
on the valuation date will be determined on the aame basis 
and principles as are laid down in the WealUs-tax Act for 
the valuation of any other property. The value of agricultural 
property of individuals and UiiiUu undivided lomlUes wlU be 
aggregated with the value ot their non-agricultural property 
and the aggregate net wealth will be aubjected to wealth-tax 
at the same rates as ate applicable under the Wealth-tax Act 
at present tor the levy of wealth-tax rni non-agricultural 
property. 

63. Inereaae la the aeale of paagUleg levlaUe wuler the 


Wealth-tax Act for fhihiie, wIthMt rauMaabli ama, to taaigh 
the return of wealth and to prodnee eceeuatA rtoenfets, ete., 
called fat hy uotlee.— At present, the penalty leviable under 
the Wealth-tax Act on a i^eieon who fails, without reasonable 
cauae, to furnish tha return of Us net wealth or has failed 
to furnish It within the time allowed and in the manner 
required, ia a sum equal to two per cent of the wealth-tux 
payable, for every month during which the default continued, 
limited, in the aggregate, to 50 per cent of the wealth-tax. 
The penalty imposable for failure, without reasonable cauae, 
to furnish the accounts, documents, etc., called lor by notice 
is a minimum of lb per cent and a maximum ol 50 per cent 
of tlie amount of wealth-tax. If any, which would have been 
avoided if the net wealth as returned by the tax payer had 
been accepted us the correct net wealth. 

64. In order to provide an effective deterrent agaiusl 
defaults In the matter of furnishing the return of wealth and 
production of accounts and documents called for by notice, 
it is proposed to make the under-mentioned changes in the 
acale ot penalties leviable under the Wealth-tax Act for auch 
defaults. 

64.1 FailuK, without reaoonablg cauae, to funiiah the 
ratuxB ol wealth.—^The scale of penalty tor such default is 
proposed to be fixed at one-half per cent of the amount of 
the net wealth aaseased, for every month during which the 
default continued, subject to a maximum, in the aggregate, 
of an amount equol to the net wealth assessed. Where the 
default occurs in the course of proceedings tor re-assessment 
of wealth which had escaped assessment ot the time of ati 
earlier assessment for the relevant year, penalty will be leviable 
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Gandhi ? 
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ior sveiy nontb during which the dofautt continued at one-half 
per rent of the net wealth determined on re-assenment ns 
reduced by the net wealth assessed previously. Such penaliy 
will be subject to a maximum, in the aggreiiate. of on amount 
etiual to the reassessed net wealth reduced, as stated above, 
-by the net wealth assessed prevtou8l>’. 

64.2 ndlore, wlthiMit reasonabl e cause, to produce accouata 
aad doenawnts called for by notice. —^In respect of such defaults, 
the scale of penalty will be a minimum of one per cent of 
the ‘assesaed net wealth* and a maximum of amount of the 
‘assessed net wealth*. For this purpose, ‘assessed net wealth' 
will be taken to lie the net wealth determined on assi>ssmeiii 
as reduced by the net wealth declared In the letum. It an>-. 
furnished by the tax payer. Where the case is one of re¬ 
assessment of weolth which had escaped assessment at the 
time of an earlier assessment, the ‘assessed net wealth* for 
tlw'purpose of the abovementioned penalty provision will he 
token to be the net weolth dcterminetl on re-assessment as 
reduced by the net wealth assessed previously or the net wealth 
declared in the return, if any, whichever is Rreater. 

69. The above changes in the scale of penalties are pr<e 
posed in the context of the position that the scale of penalties 
leviable under the Wealth-tax Act fur concealment of weolth 
(including undcr-statement of the value of an.v asseta) had 
been stepped up under the Finance Art, IS6B ui a minimum 
of an amount equal lo the concealed wealth and a maximum 
of twice that amount. , 

66. The above-mentioned changes in the penalty provisions 
in the Wealth-tax Act are sought to be made effective from 
April 1. 1960, and will be appUcuble iit relation to defaults 
continuing or occurring on or after that date. 

(Clause 24) 

CUSTOMS 

The proposals include: -- 

(a) increase in the basic import duty on lubricating oil. 

lb) increase in the basic import duty on motor cars 
.imported completely assembled; 


(c) replacement of various specific rates of duty on dry 
fruits other than dates by on ad valorem rate and 
abolition of the tariff values in respect of certain dry 
fruits; 

(d) rationalisailun of the wonling of Items Nos. 72(99). 
72136), 72(87.' and 72(3.7) relating to ball and roller 
bearings for the purpose of simplUication of customs 
iissesament and Item No. 87A relating to Viaggage; 

(e) creation of two new' tariff itemo—Iteiua Nob. 67B and 
87C—carrying flat rates of duty in respect of dutiable 
articles (excluding alcoholic drinks) for personal use 
imported by post or air which have lieen exempted 
from this levy so as to maintain the staiug quo ante; 
(excluding fuel, lubricating oil, alcohoHc drinks and 
tobacco products). f<w the purixise of simplification 
of customs assessment; 

(f) contlminnce up to March 31. 1970, of the special duties 
of customs at a flat rate of lo r>er cent of the duty 
otherwise payable, on the lines of the provision in 
section 39 of the Finance Act, 1966. A notification 
is, however, being issued exempting all imported goods 
from this tovy so as to maintain the status quo ante; 

<g> I'ontiniiance up to May 15, 1970, of the enabling pro¬ 
vision for the levy of a regulatory dut.v of customs 
similar to the provision in section 36 of the B'mance 
Act. t96K; 

(b) abolition or reduction of exfxirt duty on >‘)‘rtaiu 
varieties of Jute manufactures; 

li) abolition or reduction of export duly on package tea 
and other tea; 

(J) reduction of duty on mica loose splittings of certain 
grades, 

(k) abolition of export duty on degreased ratv wool. 

3. The rhangi!S enumerated in sub-paras (c) to (e) are 
lieiiig given «‘ffect to by amendment of the Indian Tariff Act 
and those enumerated in sub-paras (a), (b) ami (h) to (k) 


"VIKHAMA” TRACTOR DRAWN TRAILERS TIPPING TYPES 3 & 5 TONS CAPACITY. 
NON TIPPING STRAIGHT TRAILERS UKIK) 25 TONS CAPACITY, TANKER TRAILERS, 
UPTO 60«() LITRES CAPACITY, MANUFACTURED UNDER INDUSTRIAL LICSENCE ISSUED 
BY THE MINISTRY OF COMMERCE AND INDUSTRY, GOVERNMENT OF INDIA AND AS 
PER DESIGNS APPROVED BY THE TAMIL NADU. MYSORE, KERALA. AND ANDHRA 

PRADESH STATE GOVERNMENTS. 



MANUFACTURED BY 

THE YIKRAHA ENGINEERING COMPANY 

2. LATnCE BRIDGE ROAD, ADXAB :: MADRAS-26. 
PHONE: 71111. 
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bjr umcndmant of notifications alioady in force or by tbe Issue 
of Itcsh notifications. 

3. Details of the increases or decreases in basic customs 
duty made through the BUI or by noticUation are given in 
Table I. Further, hot additional revenue amounting to Rs 2600 
iakhs is expected from the ndditional (countervailing) duties 
consequent on changes in central excise duties. Details of 
these arc given in Table II. 

4, The total additional customs revenue In 1960-70 as a 


result of the proposals in the- Finance Bill and those being 
given effect to by notUicatiem, Is estimated at Rs 920 lakhs 
made up as under;*— 


Import duties 

Rb lakhs 

Basic duties 

.. -b 620 

Additional (countervailing duties) 

.. -f2600 

Total . 

.. -hStM 

Export duties 

.. —2800 

Net Increase 

-i- 020 


TABUS 1 


Serla! No. 

Item No. in 

Brief description of goods 

Present 

Proposed 

Additional revenue- 


the schedule 


effective 

effective 

expected (-f) or 


to the Indian 


rate of duty 

rate of duty 

loss likely to be 


Tariff Act 




incurred (—) pe# 
annum (Rs lakhs) 



Import Tatilf 



1. 

8(2) 

Dry fruits and seedless dates 

By revising the basis of valuation 

+ 300 

2. 

27(8) 

laibrlcating oil 

15 % 

271% 

+ 260 

3. 

76(1 > 

Motor cars imported completely 
assembled 

60 % 

100^ 

-1- 60 



Export 

Ttelff 



4. 

2 

Jute manufactures: 



—1178 



(1)' Hessian cloth and bag.s ex- 

Hs 500 per 

Rs 200 per 




eluding carpet backing and 
jute specialities 

tonne 

tonne 




(li) wool sacks 

Rs 250 per 
tonne 

Nil 




(Ui) cotton bagging 

Rs 200 per 
tonne 

Nil 




(iv) sacking (cloth and bags) not 

Rs 250 per 

Rs 150 per 




otherwise specified 

tonne 

tonne 




(v) certain types of yam, twist, 

Rs 250 per 

Rs 150 per 




rope and twine and miscel¬ 
laneous jute manufactures 

tonne 

tonne 



S 

Tea: 

(il other than In consumer packs 

20% reduced 

15% reduced 

—1055 




by 35 paise 

by 55 paiac 





per kg. sub- 

per kg. sub- 





ject to a 

ject to a maxi- 





maximum of 

mum of 





Rs 2.65 per 
kg. 

Bs 1.70 per kg. 




(ii) in consumer packs, packed in 

10% or Rs 2.76 

Nil 




metal container. 

per kg. which¬ 
ever is less. 





(iU) in consumer pack.s, packed 

15% or Rs 

5% subject to 




in other than metal container 

2.70 per kg. 

a maximum of 





whichever is 

Rs 1.70 per 





less 

kg. 


6. 

12 

Degreased raw wool 

10% 

Nil 

— 30 

7. 

2S 

Mica loose splitting of grades nos. 
5) and 6 

40% 

20% 

— 40 






—1080 


TABLE II 

DETAILS OF SUBSTANTIAL INCREASE OB DECREASE IN REVENUE ON ACCOUNT OF ADDITIONAL 

(COUNTERVAILING) DUTIES OF CUSTOMS 


Serial No. 

Itent(s) in thu Customs 
- Tarllf Schedule 

Brief description of 
tbe goods 

Additional revenue expect¬ 
ed (-f) or loss likely to be 
incurred {—) per annum 
(Rs lakhs) 

1. 

27(4) 

Kerosene 

+ 76 

2. 

27(6) 

Motor spirit 

+ 45 

3. 

28, 28(8), 35 and 35(1) 

Manure 

+2500 

4. 

46(6) 

Synthetic fibre 

+ too 

5. 

47(2) 

Synthetic yrara 

— 120 




+2800 
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Taritt Item 


Description 


CENTBAL BXCIBB 
A^HANGES PBOrOBED BX BILL 


Unit Rates ot duty 


No. Existine Proposed 





Basic 

Rs. 

Addl. in 
lieu of 
sales tax 

Hs. 

Basic 

Rs. 

Addl. in 
lieu of 
sales tax 

Rs. 

Estimated 
additional 
revenue 
during one 
full year 
(Ra lakhs) 


Sugar 







<I) 

Sugar other than khandsari 








or palmyra 

Quintal 

30.50 

0.50 

10% 

4',c 

2740 






ad. vai. 

Ud. val. 


(2) 

Khandsari sugar 

Quintal 

15.00 

tt.50 

10% 

4% 

30 






ad. val 

ud. val 



Effective rates 







(1) 

Sugar other than khandsari 








or palmyra 

Quintal 

22.!.‘i 

8.50 

1»'.. 

4% 







ud. val. 

ad., val 


(2) 

Khandsari sugar 







(a) 

produced with the aid 








ot sulphltation plant 

Quintal 

15.0(1 

6.50 

lO'/c 

2.5% 







ad. val. 

1 

1 


(b} produced without the aid 








of sulphltation plant 

Quintal 

15.01' 

2.50 

10% 

2.5% 







ud. val. 

ad. val. 



Note: Compounded levy rates for khandsari sugar produced by units opting to work under special procedure 
are being suitably increased. 


It is a revenue measure which seeks to levy proportionately higher duty on the higher value of sugar sold In the free 
market with only a marginal variation In the duty charged on controlled sugar. 

2. By suitable exemption notification it is being ensured that the duty on controlled sugar is charged at the ad valorem 
rates on prices fixed by the central government. 


Clauses 30(i) and 33(1} 


Tariff Item Commodity 

No. 


Unit 


Rate of duty 
(Basic) 


Estimated additional 
Revenue in one full 


Existing Proposed year 

(Rs lakhsV 


lA 


IB 


411(2) 


Confectionery and chocolates 

The tariff description of BUb>item (2} of this item is proposed to be amended with a 
view to include chocolate In bulk which not covered in the tariff description at present 

Clause .lOlli) 


Prepored or preserved foods 10.0% 

ad valorem 

This new levy has been proposed ns a revenue measure. The levy at present will be 
confined to groups ot ten items of preserved and processed foods listed In a notification 
which exempts ail the others. 


Cigarettes 

Basic 

AddiUonal in lieu of 

sa]e»4ax 

Spadal 


100 % 

ad valorem 
23% 

ad valorem 
20 % 

of basic duty 


i2sy, 

ad valorem 
23% 

ad valorem 
20 % 

ot basic duty 


150 


Clause No. 80(111) 
1584 
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Tariff Item Commodity 
No. 




Unit Rate of duty 

(Basic) 


Existing Proposed 


Rs. 


Rs. 


Estimated 
additional 
revenue In 
one fuU year 
(Rs l^tlis) 


Effective rates 




Ad valorem 

Ad valorem 



B S A 

B S A 



% % % 

% % % 


Value for lOM 



Exceeds 

Does not exceed 



Rs. 

Rs. 



25.00 

— 

95.00 tO.O 20.0 

107.5 2121 23.0 

7.50 

25.00 

05.00 1.7.0 U.Q 

72.5 14.5 14.0 

- 

7.50 

35.0 7.0 5.0 

40.0 8.0 5.0 



B—Basic excise duty 

S—Special excise duty 




A—^Additional exci.se duty in lieu of 



sales-tax. 

Clause 30(iv) 


H is a revenue measure. 




• 

Rs. 

Bs. 

0 

Motor spirit 

Kl. 350.0 

680.0 1400 




Clause 30(v) 

I41I» 

Fertilisers, 




all sorts, etc. 


10.0% 2200 
ad i^alorem 

This 

new levy has been proposed as a revenue mea.sure. 





Clause 30(x) 

18A 

Oitton yarn 

No dutige in the 

present ceiling rates 



of duty. For effective rates of duty see 
entries in the table against “I-Ontton 



yam" 

(—)280 

19 

Cotton tubrics 

Tariff description is being recast to Include 



the following 

(--)20* 


(a) Embroidery and 

textile fabrics impre^iated, etc. having cotton 


fabric as the base fabric. 


(b) Ad valorem rates of duty at 12.3 per cent basic excise and 2.S per 
cent additional excise in lieu of salcs-tax have been fixed for nine 
specified types of cotton fabrics, such ns coating, suiting, tussors, 
corduroy, gaberdine. Upestry, etc. These arc being exempted from 
paying cotton yam duty. 

*Bretik up details of this figure are as shown below: 


i) Due to change in fabric duty 

( -) 

•370 

ii) Due to increase in powerloom compounded duty 
lily Due to transfer of revenue from 

(+) 

50 

(t) Embroidery (Item 23C deleted) 

(2) Fabrics impregnated nr coated, etc. (Item 

( + ) 

70 

22n modified 

( + ) 

230 

Net 

(-) 

20 


The propo»als in respect of cotton yam and cotton fabrics include, among others, the fbllowing important changes— 

i) relief in duty on 'hank' yam normally used by hand looms; 

ii) differential between 'sized* and 'unsized' vam for the purpose of assessment of duty is removed: 
ill) relief in basic excl.se duty on ‘Grey’ and ‘Proces.sed’ medium>A. mrdlum*B and coarse fabrics: 

iv) levy of a surcltnrge on printed fabrics of all categories; 

v) controlled varieties of medium-B and coarse fabrics cemtinue to be exempted completely from basic excise duty; 

vi) tower rates of processing surcharges have been fixed for powerloom and handloom fabrics if processed by 
Independent Processors vis-a-vis the rates of processing surcharges fixed for mlU-madc fabrics. 


The changes in the putteni and rates of duty on cotton yam and cotton fabrics are proposed as a measure of substantial 
relief. While the relief to the handloom and powerloom sectors will be mainly through an overall reduction in yam duty, 
the relief to the mill sector will Ih> mainly by abolition or/ond reduction of both grey stage and processing duty on 
inedlum-A. medium-B and coarse fabrics. The handloom and powerloom sectors will also benefit by reducUon/abolition of 
processing duty In respect of such fabrics made in these sectors as are processed. 


For etfm’tive rates of duty, see entries in the table against "Il-Cotton falirics”. 
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GOA 

WELCOHE YOU 
TO A THRILL 
OF 

A LIFETIHEi 

Time stands still under the clustering palm>trees 
nrBTing in the breeze. Twittering birds and the muffled 
roar of waves lapping golden sands break the silence in a 
song of welcome: 

For thrilling fun and recreation, Goa is the ideal place 
for you—You will enjoy: 

• Water4kUiic wlHi modem speed-boats. 

* CraUBC la tnaanll badcwaters and round lovely 


* Swimming and flshing In the blue waters of world 
fbmona beaobea. 

* Sl^taeelng of historlml sltea and beauty spots by 
luxury busea. 

* Colonrtnl festivals and fleslas, 

* Fanoramic vitas of unsurpassed grandeur. 

* Variety of exotic, food. 

Come to Goa—an exciting holiday resort with a unique 
blend of Fast and West. 

Issued by; 

DEPARTMENT OF INFOIHATION AND TOURISM 
60VERNMENT OF COA DAMAN AND DUI 


Telegram: COOPBANK Telephone: 3T4T 

THE PUNJAB STATE 
COOPERATIVE BANK LTD., 

SECTOR 17-B, CHANDIGABR-IT. 

A LEA0IN6 STATE PARTNERED COO^RATiVE RANK 

BANKER TO COOPERATIVE BANKS 

Caters to the needs of the Agriculturists and Small Scale 
Industries. | 

Invest yonr savings with Oe Bank at compeUtive ratea' 
of interest and avatl of all BanUng fbellities. 

Renders quick, prompt and eourteona servie. 

Rates of intereit on depoalta: 

Savings Bank A/c. 4% P.A. 

DeposIt-at-Call 391 tA. 

Fixed Deposito 5%, to 7% P.A. 

Position as on 31-13-1968: 

Paid av CapItBl and Fnnda Bo. 4,74,M,806J6 

Own* 6,15,35,eM.M 

« 88,17A44i6A0 

WosUng Capital „ UfimmM 

ODRCBABAN SOIGH, GCBBACBAN BDICm. 

BA. ILB., PRESIDENT 

GKNXRAL MANAGER 



ideal breakfast 


CHIMPIOX 


Ootn Flakes • Ries PlskSk 
Bsriey Flskes • Whmt Plskss 
Quick Ctaoklat Whilo OsM 
AvsIlaUs 01 oU Good Sioni 


, M mm: m « as ■ . a ■ 

,ui 


rw^eri©-' A*-'?'. 


£y,' 

i t ' i: ^ 




m w. 


BIUDU 

VANASPATI 

M happier healthier 
appetitea 

* Bneiiypacked 
0 BoriehsdwiibVluunln'A'A'IF 
AvaOobls s vciyvdisss 




FANS 

far your eemfert 
Ceiling and TaUe 

Sueamtined • Etepani 
designs • Supsr • qoisi 
« OuiaUe 

Trtnle Eneeirita: 

GANISH FLOUR MILLS 
CO.. LTD. 

PMt Box 1025, Delhi-6. 
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Tariff Item No. Commodity 


Unit 


Rata of duty 

Rxletlng PropoNd 


In hauk Otben In hank OUwni 


Unsized Sired Unsized Sized 
Rs.Rt.IU.Rs. Rs. Rs. 


Xatimatod 
additianal 
Revenue in 
one fuU year 


(Rs lakhs) 


Effective rate of duty 
I Cotton Earn 

a) effective rates of duty of varu used 
by sectors other than cotiiposite mills, 
of or more less than 


(N.F. CounU) 



- 


Kg. 

U.IM) 

i.08 

1.10 

3.50 

0.90 

1.50 

51 

i>y 



0.90 

IM 

1.10 

3.50 

0.65 

1.26 

■to 

51 



0.65 

0.78 

1.10 

3.50 

0.40 

1.10 

34 

40 



0.40 

0.48 

0.70 

1.45 

— 

0.80 


34 


s« 

— 

— 

0.70 

1.45 

— 

0.70 

22 

20 


as 

— 

— 

0.40 

0.44 

— 

0.40 

14 

22 


$t 

-- 

— 

0.25 

0.26 

— 

0.26 

Less than 

14 


»« 

... 

-- 

0.13 

0.15 

— 

0.13 

) Rates of compounded duty 

for yarn 








contained In composite miU fabrics 












Existing 

Proposed 








Patse 


False 




1) Superfine 


Sq. metre 


22.0 


20.0 




2) Fine 




14.0 


12.0 




3) Medium-A 


•s 


6.60 


6.60 




4) Medium-B 


•f 


4.40 


4.40 




S) Coarse 

- 

e« 


2.20 


2.20 





Note: Duty on yam used in the base fabrics of embroidery base fabrics Impregnated or coated with 
artificial plastic materials will be the duty leviable on yarn contained in the base fabrics. 
Cotton fabrics to be assessed to duty at ad valorem rates under Item No. 10, are being exempt¬ 
ed from cotton yam duty, 
c) Rates of duty on yam 


contained in Tents' 




its. 

Rs. 

ij uf superfine fabrics 

kg. 

1.20 

2.00 

11) of fine fabrics 

(« 

0.90 

0.80 

iii) of Medlum-A fabrics 


0.44 

0.45 

iv) of Medium-B fabrics 

vv 

0.44 

0.30 

v) of coarse fabrics 


0.16.5 

0.15 


Note: For yarn contained in the fents of embroidery or fents of fabrics imoregnated or coated with 
artificial plastic matcirlals, the duty chargeable will be the duty leviable on the base fabrics. 


Tariff Item Commodity and 

No. description 

Unit 

Rate of duty 
(Basic) 

Pre-budget Post budget 

Paisc Paise 

Estimated 
addiUonoi 
revenue in 
one full year 

11—Cotton fabrics (Mill-made) 
a) Superfine— 

1) Grey (unprocessed) 

Sq. m. 

7.0 

7.0 


ID Bleached/dyed 

.4 

22.0 

22.0 


lU) Bleached or dved amt 

printed thereon 

Sq. Mt. 

22.0 

27.0 


iv) Mercerised, etc. 

,, 

42.0 

42.0 


v) Mercerised etc. and 

printed thereon 


42.0 

47.0 


vi) Shrink-proofed etc. 


57.0 

57.0 


vU) Shrink-proofed, etc. and 

printed thereon 

tt 

57.0 

62.0 

e 


b) Flnfr— 

1) Grey (unprocessed) 

Sq. Mt. 

6.0 

0.0 


U) Bleached/dyed 

•t 

21.0 

21.0 


111) Bleached or dyed and 

printed thereon 

•» 

21.0 

20.0 


Iv) Mercerised, etc. 

66 

41R 

41R 
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Femmd aiioye is the '^EXFJ^SS”, Eastern 
E/Maay's first passenger loeomotive 


Until the advent of John Gray 
upon the scene in 1829, the main 
lines of business of the old>estab- 
lished firm of Burn & Company 
were house-building and cabinet¬ 
making. Gray put the affairs of the 
young company on a firm founda¬ 
tion and expanded its activities 
into the new fields of civil and 
mechanical engineering, iron 
founding and contracting. 

Recognised as India's first railway 
contractor. Gray laid between the 
years 1851 and 1859 one hundred 
miles of permanent way for the 
East Indian Railw-:\y Company 
stretching over two provinces. 
Gray’s pioneering railway work 
'reflected great credit on the Firm’ 
and earned the Company good 
profits which went into the pur> 
chase of some land at Howrah on 
which a foundry and workshops 
—the nuclei of the present Howrah 
Ironworks of Burn & Co. Ltd.— 
were erected. 


As a constituent of the Martin 
Burn Organisation, Burn & Co. 
Ltd., Howrah, have, among other 
things, specialised in railway 
engineering and the large-scale 
building of rolling stock for the 
Indian Railways. Since 1904, the 
Company has produced more than 
70,000 four-wheeler units of more 
than 100 types, and over 1,15,000 
sets of crossing.s and switches for 
India's fast expanding ’transport 
system. In addition, from their 
Structural Shops have come many 
thousands of tons of fabricated 
steelwork for the building of 
railway bridges spanning the great 
rivers of this sub-continent. 



MARTIN 

BURN 

LIMITED 


MARTIN BURN HOUSE. 

12, Mission Row. Catcutca-I 
tranches; New Dtlhi*Bembay*Kanpur‘Patns 


n»cc.iM 
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330 Ooniestic electrical «ppUance«, 10 , 0 % 300 

not elsewhere spectilad ad valorem 

This new levy has been proposed as a revenue measure. By an exemption notification, the levy has been cimfiiied at 


present to groups of twenty items ot domestic electrical appliances. 







Clause 30 (xxv) 


37 Cinematograph films 





1—Unexposed 

Metre 


2 paise 

(+) 10 

11—Expawl 

Existing 

Proposed 



Width 

Below 

Width Below 

(-) 18 


30mm 

30mm 

30 mm 30mm 



or 

in 

or in 



higher 

width 

higher width 




(In Rs 

per metre) 


1) Newsreels and shorts not 
exceeding 500 metres 

U) Feature films, advertisement 

0.15 

0.10 

0.50 0.30 


shorts and films not other¬ 
wise specified 

0.50 

0.33 

1.50 1.00 



KFFECnVK RATES OF DOTT ON FEATCRE FlUHS BTC, FALLING UNDER SUB-ITEM tt (S) 


Description 


Existing rates 


Proposed rates 


For filiaa For Sims which are For Dims For fiima whldi gte 

which are of a width of 30mm which are of a width ot SOmifr 

below 30 or higher below or higher 


nun in 
width 


Not exceed- Exceeding 30mm Not exeeed- 
ing 4000 4000 met- in iag 4«00 

metres in tres in width metres in 
length length length 


Exceed¬ 
ing 4000 
metres in 
lenSth 


(In paise pet metre) 


A) Cleared for home consumption 
within 13 montha immediately 
following the month ot certi¬ 
fication by the Central Board 
ot Film Censors 

I) For black and white films () 


i) First eight prints of each 


picture 

7 

10 

IS 

0 


NO 


U) next 12 prints 




() 

Nil 






0 




a) first 4 prints 

10 

15 

25 

0 



15 

b) balance 8 prints 

10 

IS 

25 


7 

10 

Ui) uext IS prints 

13 

20 

35 


12 

18 

27 

iv) next 15 prints 

V) of the remaining 

25 

35 

SO 


22 

32 

45 

a) first 25 prints 

33 

45 

SO 


33 

45 

55 

b) balance 

33 

45 

SO 


45 

60 

70 

U) For colour films 








1} first eight prints of 







10 

each picture 

7 

10 

15 


5 

7.5 

U) next 12 prints 

in 

15 

25 


10 

IS 

20 

ili) next 15 prints 

13 

20 

35 


18 

27 

36 

iv) next 1.5 prints 

v) of the remaining 

25 

35 

SO 


33 

48 

64 

a) first 25 prints 

33 

45 

SO 


SO 

67 

00 

b) balance 

33 

45 

50 


67 

M 

126 

B) Cleared for home consumption 








after 12 monihs immediately 
following the month of certi¬ 
fication by the Ciential Board 
ot Film Censors 
a) For blade and white films 

10 

IS 

28 


Nil ‘ 

KU 

KU 

b) For colaur film 

10 

IS 

25 


10 

18 

IS 


The existing special excise duty of 20% of the basic duty continues. 

Clausa 30J«n^ 
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a Held full ot cotton;.. 



a liawntnl 

of rice... 



Uidon CarUdc Agro'Chcndcalc 

protect both 


E very year nearly nine million tonnc.s of 
food grain worth Rs. 1000 crores are 
destroyed tty pests in India. This is an enor¬ 
mous waste—a wasle that must be prevented. 
The food has to be protected; the pests 
destroyed. The answer lies in the increased 
and e&ctive use of pesticides. With this in 
mind Union Carbide has started a targe scale 
pesticide manufacturing and marketing pro¬ 
gramme in India. 

Today, specialists friMii'Utiion-Carliisie-reach 


the very heart of Indian villages teaching 
rariner.s the correct use of pesticides. The 
range manufactured by the Company includes 
SEVIN Carbaryl Insecticides, OHANVIN 
Granular Insecticides for rice, TEMIK 
systemic I nsccticide / Nematocide / Acaricidc 
and SIRMATE Herbicide. Formulations 
of these pesticides arc now helping to destroy 
most of the pests that affect cereals, fibre 
crops, vegetables, rruits.and plantation crop; 
as well as ectoparasites of poultry and cattle 



SOWING THE SEEDS OF PKOGEESS 







fiASTERK SC^OMISr 


Mtoch 7, 1869 




Tadair bt sMcw, (MlorlM, bMln 
Md botpHrit ITI Irttf-con wi n tartt n 
tyMMM opMato day Md MoM t» 
quKhM dtipakh, tpaad up nrnmma 
il RMdatMa, ntgubria Inttmal 
kdntpoit and taw valuaMa man* 
boun. TMa maana bieraaaad 
apaad and affldaaer. 

ITI nwnulachiraa a wida lanpa 
«(Intaieommunicadon ayatama: 
Duophanaa lor Iwa-way eommunicaNoiiL 
IIMaay Intaicoma, Privala AutomaNc 
Eaebanpaa (PAX) artlh eapaeWaa 
tof Uk», W and 1(0 to HO Nnaa. 

Spadal ladlitlai Ilka Priarliy Sanka, 
Sacrttarial Sarvicn and Kay>Calllnp 
can ba pfovidad wiih tha PAX to autt 
yaur pardculai raqwranMiitt. 

ITI ariH alao undaitaka Inalallalion 
and allar up-to^ala eomplata aandca 
altar aalaa. Eqalpmant and inalallalion 
dalalla wlH ba auppliad an laquaat. 

Plan aariy to balp ITI plan pout 
Mamaffimunlcatlon ayalani baltarl 



IMMAN 

TIUPMNI 

imusmiH 

UMTiOL 

■AMAlWU-ia, 

Ragional Olticaa; 
Bomoay . Dalbl 
Calcutta . Madraa 



THE CALCUITA ELECTRIC SUPPLY 
CORPORATION LIMITED 


VICTORIA HOUSE-CALCUTTA>1 
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TaiUf Itoa Commodltsr Unit Bata at dtilgr tMi- 

No. ijnsttag I^op!^*“ Mvenw In 

one luU year 


37A Gramophones and parts thereof 

The amendment of tariff description is of a darifteatoiv nature and has Uttte revenue sisnillcance. 

Clause 30 (xxvii) 

42 Pilfer proof caps for packaginK each One paisa . 80 

48 Wool tops Kg. Five rupees (Effective 8 

• rate ten paiae per Kg.) 

The new levy m idlfer proof caps for packaging hasbeen proposed as a revenue measure. 

The new levy on wool tops has been imsposad witit a view to transferring part or whole of the duty on woollen yam 
•to the wool top stage by notification. This will ensure better revenue collection. 

Clause 30 (xxvill) 

Proposals for changing specific rated 
levies to ad valorem levies. 


13. Vegetable product 

Quintal 

Rs 32.00 
(effective rate 

Rs 20.00) 

10.0% od valorem 
(effective rate 

3.0% ad valorem) 

14A Soda Ash 

Quintal 

Rs 2.00 

9.0% ad valorem 

14B Caustic Soda 

Quintal 

Rs 4.00 

S.0% ad valorem 

1488 Sodium SUlcate 

Quintal 

Rs 8.00 
(effective rate 

Rs 6.00) 

39.0% ad valnrm 

15 Soap 

a) produced with tbe aid of iiower 

i) household A laundry 

Quintal 

Hs 18.00 

0.5% ad valorem 

il) Other sorts 

Quintal 

Rs 38.00 

9.9% ad valorem 

b) produced without the aid of power 
i) idain bars nnd not less than 

454 grams in weight 

Quintal 

Rs 13.2a 

6.9% ad valorem 



(exempted) 

(exempted) 

il) Other sorts 

Quintal 

Ks 1S.S0 
(exempted) 


23 Cement 

Metric 

tonne 

Rs 23.60 

21.0% ad valorem 

32 Electric lighting bulbs and fluorescent 
lighting tubes. 

(1) Vacuum A gas filled bulbs 

1) not excMding 100 watts, etc. 

each 

10 paise 


11) exceeding 100 watts but not 

exceeding 300 watts etc. 

each 

40 paise 

11.0% ad valorem 

ill) exceeding 300 watts 

each 

80 paise 


(2) Fluorescent tubes 

Metre 

R.S T.31 

22.0% ad valorem 

(3) Sodium A mercury vapour 


5% ad valorem 

8% ad valorem 

discharge lamps 

(4) All sorts, N.O.S. 


19% ad valorem 

10.0% ad valorem 

S3 Electric fans 

a) Table, cabin, carriage, etc. 

fans not exceeding 40.0 cm 

each 

Rs 7.S0 

0.0% ad valorem 

b) AU other fans 

each 

Rs 18.00 

8.6% ad valorem 


(Sub-Item (8) of Item No. 38 relating to certain parts of electric tons has been deleted.) 

The existing special excise duty as percentage of basic excise duty, wherever applicable, continues unchanged. 

2. The proposals seek to change the existing specific rates of duty to ad valorem rates of duty, suitsbly rounded. 

Clause SO (vl). (vil), (vill). (ix), 

(xl), (xix), (xxiii). and (xxlv) 

B—Special excise duty, additional axdse (in lieu of sales-tax) duty, regulatory duty and discontinuance of salt duty. 
Except where already indicated otherwise, there is no change in the existing effective rates of spet'ial excise duty 
and additional excise (In Ueu of sales-tax) duty. 

8. The enabling provision for levy of a regulatory duty of excise as in the past year is being continued. However, the 
ngiilatory duty is not being impoeed cm any eoirano^ty for the present. 

S. Provision foe the discontinuance of salt duty is proposed to be omtimied during the financial year 1900-70 also. 

Clause 31, 32, 33 and 34 




Taittt Item Commodity Unft Bate ot dutJ' Eatimated 

__ revenue fia one 

Bxiatlng Fropoaed 

Bs Bs (ftalaidit> 


lA ConfecUonetjr Kg. 0.80 0.30 (->) 80 

It I8 a measure io reduce the incidence ol duty (m'xmfectionery other than chocolates. 


7 Kerosene 


KL 

23S.00 

23s:oo 

144b 

Effective rate of duty 

Superior kerosene 

* 

Kl. 

iaSJ25 

205.2S 



It is a revenue measure. No change is pn^msed in the duty on Inferior kerosene which is Head 
moHtl}- as an lUuminant in rural areas. 

IHA Bubber products 60 

Rationalisation ot the duty on rubbdir products, mainly on tiransmission betting, by redefining 
the extent of rubber compound content which will attract the levy under this item. 


Tariff 

Commodity 

Ihiit 


Rate ot duty 




Item No. 




Existing 



tTuposed 

Estimated 
revenue hi 





Basie 

Special 

Total 

Basic 

Special 

Total onetuUyear 





Bs 

Bs 

Rs 

Rs 

Rs 

Rs (Rs lakhs) 

18 

Rayon and synthetic 

Kg. 

4S;00 

15.0 

60.0 

4.5.0 

15.0 

60.0 847 


fibres and yam 








Etteetive rates at duly 








I) Staple fibre 









(a) Of ceUuloslc origin 

Kg. 

0.50 

0.20 

0.80 

0.75 

0J!5 

1.00 

(b) all others 

Kg. 

12.00 

4.00 

16.00 

21.00 

7.00 

28.00 

U) Filament yam 









1. Viscose and 

acetate— 








(a) For big producers 









of and 










above 

below 








i) 

— 

7S d 

Kg. 

8.10 

2J!S 

10.85 

8.60 

280 

11.40 

ill 

75 d 

100 d 

Kg. 

5.30 

1.50 

6.70 

5.65 

1.76 

7.40 

ill) 

ino ti 

120 d 

Kg. 

3.75 

1.00 

4.75 

4.10 

1.15 

585 

iv) 

120 d 

ISO d 

Kg. 

3.00 

0.95 

3.0S 

3.35 

1.00 

485 

V) 

ISO d 

350 d 

Kg. 

2.60 

0.80 

3.40 

2.85 

0.00 

3.75 

Vi) 

350 d 

Not above 










1100 d 

Kg. 

2.50 


2.50 

2.50 

— 

2.50 

vii) 

above 










1100 d 


Kg. 

2.00 

—e 

2.00 

2.00 


2.00 

(b) For small producers 









of and 










above 

below 








1) 

— 

75 d 

Kg. 

6.20 

2.00 

8.20 

7A5 

280 

1085 

U) 

75 d 

100 d 

Kg. 

5.00 

IJM) 

6.50 

5.65 

1.75 

7i0 

Ui) 

ion d 

120 d 

Kg. 

3.75 

1.00 

4.76 

4.10 

1.15 

585 

iv) 

120 d 

150 d 

Kg. 

2.10 

0.66 

2.75 

2£S 

080 

3.75 

V) 

ISO (1 

850 d 

Kg. 

2 :oo 

0.60 

2.60 

2.55 

OBO 

385 

Vi) 

350 d 

Not above 










1100 d 

Kg. 

3fi0 


2.50 

2.50 

— 

280 

vtl) 

above 










1100 d 


Kg. 

2.00 

— 

2.00 

2.00 

— 

2jOO 


2. Other synthetic yams 
(a) Polyamide (nylon) yam 
ot and 



above 

below 








i) 

_ 

30 d 

Kg. 

2880 

080 

38.00 

22.60 

7.50 

3080 

11) 

30 d 

75 d 

Kg. 

24.75 

889 

33.00 

».00 

7.00 

2880 

Hi) 

75 d 

UO d 

Kg. 

15.00 

5.00 

20.00 

18.00 

6.00 

24.00 

iv) 

90 d 

100 d 

Kg. 

15.00 

5.00 

20.00 

15.00 

5.00 

20.00 

V) 

100 d 

150 d 

Kg. 

12.00 

4.00 

16.00 

15.00 

6.00 

20.00 

Id) 

ISO d 

Not above 










750 d 

Kg. 

12.0 

4.00 

16.00 

6.00 

2.00 

880 

vU) 

above 










750 d 


Kg. 

380 

180 

4.00 

3.00 

180 

480 


Note: Manutacturars whose clmMooes «f csiluloatc-Bbn and edhihMlc yam (visoose yam and ^ 

acetals 


yam) taken together in 186647. 

mtretlel -leaB lahh fm -lee tNrted ia t^ 4 »*toBra 
(b) dlB not axeaed 36.5 lakh kgs am tmeted as saatt pndHean 
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This Is all 
you need 


To open 


savings account... 

A five rupee note is good enough for a start. 

Savings habit will grow.and so your savings, 
oat into it, the soonest, and you have laid 
the foundation for a happier life. 

Anid stave 

THE INDIAN BANK LTD., 

MADRAS 

“The old lady of the North Beach (toad^ 
The Bank with the largest network of branches in South India. 

C*iai'>iian: G. Lalishmin«rayanan. 
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Growing It • eonttlmoat 
proccM. And Hindimtan Motors 
it growing, Hu been growing. 
In bet. 

At HM, ttrMttg knows no 
end. StrMng to do things on 
our own. StrMag to do 
things bottsr. At Uttorparo, 
research lohorotortes trork to 
erolre products suited to the 
couatrys needs to corrj out 
ptrfortnonce improrements. 

New shops come iqi. 
Sophisdcited mtchlneiy are 
installed. New technli|uei 
are applied. 

Take the New Press Shop 

i. —the latest of Us kind 

I in design and layout. Or the 

New Car Assemfily Line 


—where the conveyors have 
been planned and designed 
entirely by young HM 
engineers. Or the latest, 
du New Engine Plant— 
the snoat modem temi-auto- 
matic automobile engine 
plant in die country. 



One common determination 
liu behind ail these efforts— 
the determination to streamline 
the manufacturing process, 
and dun contribute to the 
coratraction of a transportation 
system in the country ditt 
would provide the optimum 
mobility for men and materials. 
Nothing novel about it, though. 
The foresight and enteiprise 
that HM snowed in the 'forties 
in itaiting automobile 
manufacture in the countiy 
still continue. 

And they will. 

HINDUSTAN 

MOTORS 

LIMITED 


HM 


CALCUTTA 
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Taiitt Commodity 
Ittm No. 


Uah Sate ot duty 





Proposed Xstlmatcd 

Basic 

Special 

Total 

Basic 

o < revenue in 

Special Total onefuUyear 

Bs 

Rs 

Rs 

Rs 

Rs Rs (Hs lakhs) 


(b) Other than polyamide (nylon) yam 



of and 
above 

below 





i) 

— 

30 d 

Kg. 

28.90 

U.50 

38.U0 ; 

il) 

30 d 

79 d 

Kg. 

24.79 

8.25 

33.00 ) 

Uii 

79 d 

100 d 

Kg. 

19.00 

9.0U 

20.00 ) 
) 

iv) 

100 d 

Nut above 
75U d 

Kg. 

12.00 

4.00 

16.00 ) 

1 

V) 

above 






790 d 


Kg. 

S.U0 

1.00 

4.00 ) 


The propu.sats seek to 

(1) raise duty on celluloaic and non-celluloair (terene) fibre, 

(ii) rai» duty on viscose and acetate filament yam: and 
(ill) reduce duty on nylon yam. 

There is no chanae in the present concessional rates of duty on cellulosic and non-cellulosic yarns of denlers use<.i in 
the manufacture of tyre-cords and fishina nets. 


Tariff Item Commodity 


Unit 


Rate of dutv 


Estimated 


No. Sxistins Proposed addlttonol 

revenue in 
one full year 
(Rs lakhs) 


23A Glass and Glassware (—) 17 

Duty on glass shells going Into the manufacture of electric lighting bulbs and fluorescent lighting 
tubes is proposed to be exempted and the duty thus given up has been taken (nto account lii the 
proposal to fix ad valorem rates on electric lighting bulbs and fluorescent lighting tubes, vide 
Clause 30(xxlii). 

26 Steel Ingots ( -->160 

26AA Iron or Steel Products 

The proposal is to exempt steel ingots and products manufactured out of scran to the extent 
of the ingot duty of Rs 7S per tonne as a measure of relief to the owners of electric arc furnaces 
who use mostly bazar scrap on which duty has been paU at some stage or other. 


-- 






Estimated 

Tariff item 

Commodity 

Unit 

Hale of duty 



additional 

No. 


Existing 

Proposad 


revenue 




—.. . . . . » .. 



. in one year 



Basic 

Specia) 

Basic 

Special 








(Ra lakhs) 



20% 

331% 

20% 

331% 

00 

33A 

Wireless receiving sets 

ad 

of basic 

ad 

of basic 




valorem 

duty 

valorem 

duty 


Effective ratcc of duty 






Wireless receiving sets whose price 

at ih» puint of sale to the consumer 




Exceeds 

Does not exceed 

Rs per set 

Ra per 

set 


Rs. 

Rs. 






i) 

169.00 






a) manufactured bv an industrial 

Nil 

Nil 

7.90 

2.50 


undertaking to which the Indus- 






tries (Development and Regula- 






tion) Act, 

1091 (69 of 1091) 






applies 







b) others 


Nil 

NU 

NU 

NU 


li) 169.00 

326.00 

19.00) 





W) 229.00 

300.00 

21.00) 





iv) 300.00 

379.00 

30.00) 

331% 

No change in the 


V) 379.00 

479.00 

90.00) 

of basic 

present rates of 


Vi) 470.00 

9754)0 

70.00} 

du^ 

duty 



vii) 979.00 

079.00 

904)0) 





viU) 075.00 

and above 

1004)0) 






It la a revenue measure. Wlreleea receiving seta wboae price at the point of sale to tiie consumer does not oxceud 
Bs iea/> earii and produced by small manufacturers will continue to be eausnpted. 





448 


rBASTEBR'SQQNOSaST/' 


Maxch .1889 


farilf.Jtein 

.. Cppuhudlty 

v s.i 

Unit 

iffite of duty 

. . 1* , . , . / 

«<• • « .. ,.i .. 

Estimated additiifiial'j 

No 



'Jhclstlng:. j 

Rs 

Proposed 

Rs 

revenue in one 
full year 

(Rs lakhs) 


I'ortain parts of wireless 
receiving sets 

Eacti 

j.ub 

S (HI 

(-)120 


Effective rates of duty 

ij Rtectruriic valveh and 
luljes 

Each 

3.UU 

1.&U 



ill Truiisisturs and semi 
conductor diodes 

Each 

1 nil ' ' 

OMl 



These ports ot wireless receiving sets It used In the monufactarc of eleetronic equipments other than wireless m’eivtoa 
sets will continue to be exempted. 




Complete Sugar plant Complete Cement iftmt’ Steel Castingsupto 10 Tonnes a Piece 


Centralized capabilities 

for furnishing Complete Industrial Plant!. 

Ovi-i* the years KCP has become a laige and important 
part in the development of the nation’s vast Industrial 
network KCP’s range includes, complete sugar, 
cement and chemical plants, steel castings, plate 
working machinery, boilers and pressure vessels and 
heavy steel gears and analogue computers and electronic 
instruments. 


KCPs SUGAR Plants working at sugar factories at 
Amadalavalasa, Chodavarom. Nizamabad and Chagallu 
in Andhra Pradesh. Chittoor in Kerala. Madurai, 
Kallakurichi and Mohanur in Madras State. 

KCFs cement plant of 1200 T.P.D. capacity working 
at Bargarh. Orissa Stale. KCP strive for strength 
through self-reliance. 



Elietronics (luisiuCMpitirMii.) 




Know-Im> men know m well 


THE K.C.P. LTD. 

MADRAS 
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SPECIAL BUDGET NUMBER 


4I» 


ABsRAOiMnamuLi. ncisn 


(Ibi in Um> 


Taritt Estinnted additional revenue in one fall year 

Basic 

Item No Commodity excise Special excise Additional mseise Total 

duty duty duty In lieu of 

soles tax 


KD 

l«) 

lA 

4n(2) 

« 

T 

16A 

18 

18A 

» 

as 

asA 

aas 

aac 

asA 

atiAA 

saA 

33AA 

37 


1. ExMinc Ueaw 

Vacuum pan sucar 
Khandsarl Sugar 
Confectionery 
Cigarettes 
Motor Spirit 
Superior Kerosene 
BulAier Products 
Rayon and Synthetic 
fibres and yam 
Cotton Yam 
Cotton fabrlca 
Artificial Silk labrk's 
Jute manufacturaa 
TexRle fabrics Impregnated etc 
Embroidery 
Class and glassware 
Iron or steel products 
Wireless Receiving Sets 
Parts of Wireless Receiving 
Sets 

Cinematograph IQms exposed 


1+) 

( -) 

<4-1 

(-> 


— 

— 

— 

3fl 



— 

— 

80 

— 

_ 

1005 


ant 

_ 

14W1 

.... 


~ 

1440 


... 

— 

51) 

— 

10 

— 

410 

— 

137 

~ 

.... 

880 

— 

— 

-- 

no 

-- 

— 

55 

— 

_ 

— 

.450 

— 

45 

— 


845 


— 

— 

ITS 

t*T 

— 

— 

— 

4 I 

loo 



45 

-. 

IS 

— 

_ 

lau 




IS 

— 

3 


(+) 


(+) 


116 


2746 

— 


— 

SO 

— 

_ 



80 

378 


1584 

— 

— 


1400 

— 


— 

1440 

— 

__ 


60 

— 

_ 


647 

_ 



— 

260 

80 

— 

-- 

20 

— 

-- 

06 

— 

— 

* 

406 

— 

— 

— . 

— 

245 

_ 

— 

— 

' 175 

— 

— 

— 

17 

— 


- 

100 

— 

— 

60 

~ 




120 

— 


■— 

78 


n. tmpaaiia fir ehgngttw 
igiBlle MMdAe«lea4to 
ad valorem rated levtoe 


13 

Vegetable Product 

)( 







14A 

Soda Ash 

)( 







14B 

Caustic Soda 

)( 







14BB 

Sodium aiicate 

n 

220 


SI — 

— 

260 

— 

IS 

Soap 

)( 







23 

Cement 

)( 







32 

Electric bulbs and 

)( 








tubes 

)( 







33 

Electric fans 

)( 








ni New Items: 








IB 

Prepared or preserved foods 

150 


— 

— 

ISO 

— 

14HH 

Fertilisers 


2200 

— 

— — 

— •— 

2200 

— 

30A 

Power driven Pumpa 


200 

— 

— “ 

— — 

200 

— 

33C 

DomeaUc UeCtdcal AppUanoes 

200 


— •— 

— — 

200 


370 I 

Cinematograph fflms 









unexposed 


10 


— — 

— 

10 

— 

42 

PRfer proof caps 


50 

— 

— 

a». 

50 


43 

Wool Tops 


6 

— 

— 

-- — 

6 

— 


Total of I. U and lU 


10560 

1122 

439 3 

583 — 

M402 

1036 





(+m88 

*s<+)ae 

»< + )S83 

es 

(+)S0457 


■a) Bailc nulae dofy 

t>) BpmU exdae duty 

e) Additional excise duty in Uao ot Jaha tax 

'iMal: 


smalm 


1 

m 

1 

Centrals share 
(Rs in lakhs) 

Total 

18» 

7580 

S4» 

—• 

436 

436 

088 

— 

583 

MSS 

79M 

16407 


450 
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ANMDDDU-^ * 

STATEMENT SHOWINO Of aXECTBO OASES TAX TATABUS AND AS A FnCENTAOB OF TOTAL DfCOtt, OM 
TOTAL DfOOUBS RANCUMO FROM R8 4AM TO R8 UASAN 


Income 

Unmarried individual 

Married individual 

Married individual having 
one dependent child 

Married individual having 
more than one dependent diUd 

TAX 

Amount Pweentago 

TAX 

Amount Percentage 

TAX 

Amount Percentage 

Amount 

TAX 

Percentage 

B« 

Rs 


Ba 


Ra 


Sa 


4,000 


— 





—li. 


3,000 

138 

2.76 

58 

1.10 

33 

0.66 

11 

032 

6,000 

248 

4.13 

168 

2.78 

143 

238 

121 

2.02 

7,000 

3S8 

3.11 

275 

3.83 

253 

3.61 

231 

330 

1,000 

468 

3.80 

385 

431 

368 

4.34 

341 

436 

9,000 

378 

6.42 

495 

530 

473 

8.26 

481 

8.01 

lOMO 

688 

638 

608 

6.05 

383 

5.83 

561 

831 

12,000 

1,018 

8.48 

885 

7.79 

913 

7.61 

881 

7.43 

H/WO 

1,348 

9.63 

1365 

9.04 

1,243 

838 

1321 

8.72 

13,000 

1,513 

10.09 

M30 

933 

1,408 

839 

1,886 

9.24 

io,o6o 

1,733 

1033 

1,680 

10.31 

1,628 

10.18 

1,606 

10.04 

18,000 

2,173 

12.07 

2,000 

11.61 

2,068 

11.49 

2,046 

11.37 

20,000 

2,613 

13.07 

2,830 

1230 

2308 

1234 

2,486 

12.43 

24,000 

3,833 

1639 

3,880 

16.04 

3,828 

15.85 

3,806 

1836 

26,000 

44M3 

17.08 

4,180 

16.72 

4,188 

16.63 

4,136 

1634 

30,000 

6,463 

2134 

6,380 

2137 

6,358 

21.19 

6336 

21.12 

36,000 

9,763 

27.12 

9,680 

26.80 

9,688 

26.83 

9,636 

26.77 

42,000 

13,063 

31.10 

12380 

3030 

12358 

3035 

12336 

3030 

48,000 

16,863 

34.00 

16380 

33.02 

16388 

3337 

16336 

33.83 

60,000 

24,063 

40.10 

23,980 

3937 

23,888 

39.93 

28336 

30.n 

72,000 

324)93 

44.87 

32,010 

44.46 

31,988 

44.43 

31360 

4430 

90,000 

44M3 

49.96 

44,880 

49.87 

44,858 

49.84 

44,836 

40.82 

1,00,000 

82,113 

82.11 

82,030 

8233 

82,008 

52.01 

51386 

81.90 

3,00,000 

3,73J63 

74.77 

3,78,780 

74.76 

3,73,758 

74.75 

3,73,736 

74.73 

10,00,000 

736,363 

78.64 

736380 

78.83 

7.86358 

78.63 

736336 

78.62 


ARUNA SUGARS LIMITED 


Registered Office : 

•‘Dtaan RondlBg", 17S/1, Momt RoiUI, 

NAORAS-2. 

Telophoneg: 8S4U (X XNA) Tdegrams: "ANU8BAM” 

FACTORY: 

PENNADAN 

(VriddluchslaiB Tk. 8A.Dt.) 

Telephone; 33 (FeaMdaia) * Telofiranis: "ARDNASUGAR" 

THE FIRST AND THE ONLY FACTORY IN THE COUNTRY TO ELIMINATE 

USAGE OF SULPHUR 

IN PRODUCTION OP WHITE CRYSTALLISED SUGAR (GRADE E-30) 

OUR MOLASSES ARE BEST FOR CATTLE FEEDS AND PHARMACEUTICAL 

INDUSTRIES 


PLEASE NOTE THAT ALL ENQUIRIES FOR PURCHASE OF SUGAR ARE TO BE ADDRESSED 
ONLY TO OUR REGISTERED OFFICE AT ‘?DHUN BUILDING” IT^/l, MOUNT ROAD, 
MADRAS-2 AND NOT TO OUR FACTORY AT PENNADAM. 












CAROaeUM^AUiNMI 


—U mnigiTii >ifanort)ft 
pQft^^chln. 


itm. iM) 

nU MIHU lllMi aWMIlIN M,IIMttt 

’VMU Hwh', Ooattf RM. MM MW IMM) 1 
IMphawMiKliniMI TMutW 

Titawm-IHMfMlani TMiM 



UNITED INDIA 


transacts 


MARINE 


MOTOR 


and other claiaeB of MiaodlBiiaoiiB AoeMent 
IN8VBANCE BUSINESS 

UNITED INDIA HRE AND GBIERAL 
INSURANCE COMPANY UMITED 


Bagtotered Otfiw: 
151, Monnt Boad, 
MADBAS-e. 


Phone : SUN 
Grams : UNIGEN 


Begfawal Olfiee: 

N. 9, ftwadwajr, 
MADBAS-1. 

Phone : 21S18/5 
Grams : UNIGEN 


Branehea: 

BOMBAX. CALCUTTA, MADRAS, NEW DELHI 
and other Important Cite 
Ovecaeaa Branehea: 

KUALA LUMPUR, PENANG, SWOAPOBE. 
KAMPALA (EJL) 


London Rsp r anan ta tlTaa; 

Messrs. C.T. BOWRING A MUIR BEODALL (INT) LT 

-Vincnla Bonn«”, Thwer Place, LOMDON EjOA 
M. Ct Mnthiah, P. P. CHNWALLA. 

Chalnnan Ooooral Maaasar 


Is CAPITAL your 
Problem? 

Leave it 
to US 



If 3rou know 
your Job well., 
the Bank of 
Maharashtra 
^will take 
^ care of your 
requirements 
on easy terms. 

* Fm dsttilt conisci iha Agent ot nesiest hranch 
ot the Bank glMahsiaslMn ltd. .m—. 




TREMNKIlfMUjlRASIITMLn. 

mm • >D 1, SudtMrar Psili, Seen* t. 
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Mtoeh?, UM 


DHRANGADHRA CHEMICAL WOBKS LIMITED 

Manufacturers of Heavy Chemicals 


I. CaiifeUe Sodft (lUyon Onde) 
IJnuid ChkHrlne 

3. TrlcUorvetbyleM 

4. PMTcliIoroetlvlMie 

5. Tetradiloioetluuie 
U. Bleacb Liquor 

at 

Sabupuram, Arumucauerl, 
TlruMIvaU Dial., 

Madraa. 

Gram; Cbeudcala, 

Arumnganeri. 

M Sayalpatnam. 


Soda AA 
Soda Bkarb 
Calcium Chloride 
Salt 


Ubrangadhra. 

Gujarat Slate. 

Gram: ‘ChemkalB’, 
Dkrancudbru. 

Phone: U & 67 

Ohrangadhta. 


For Your Requirements Flense write to: 

UHBANGADHBA CBBROCAI. WOKKS LTD., 
NIBBIAL. Std nOOB, 

841. BACKBAT RBCLABlAnON, 
NABOIAN rODIT, 

BOMBAT-1. 


Gram: SOOACHBM. Bombay. 


UUH BRANCH OFFICES AT 
I. DelbL 8. Madraa 

12A, Golf Links, 32, Kosturl Bldg., 

Guest House, Cathedral Road, 

New Delbl-3. Madras-6, 


Phone: 29S8M 
898835 
363S30 

3. Caknitta 

172, Chittaranjan Avenue, 
Calcutta-?. 



POPULAR 

AROUND THE WORLD 

MNTAo l<Mlro4uiklal«ii>«h.iWMltMBlUHua«lMM«illa 
W«l oalMPu. tUiNTB** iHUBtit iMBin. RMl pMtmt 
Bdrfid u aTail InpfMB afw %wn*<no bo bIImR BUri ulWI y, 

Thal'a why • Today • ilANTA is 
A CHOICE OP MILLIONS. 






IN 1969 


WE ARE CELEBRATING 


.SECOND JUBILEE. 


This TIME IT IS GOLDEN! 

WE REDEDICATE OURSELVES TO THE 
EFFICIENT SERVICE OF OUR CLIENTS 


DlOO 

6SP fUSHUOiT 
iNDUsniB im 

a,iOVnMM.ttUMHI 


THE NEW INDIA 
ASSURANCE COMPANY LIMITED 


17. Mahatma Gaudhi 
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SPECIAL BUDGET NUMBER 

ANMEXUBE—B ’ 
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INOOME TAX FAYABU: IN ME CASE OF AN INDIVIDUAL HINDD UNDIVIDED FADULY. UNHEGlSTEItED FUUM, 
AnOOiAnON OF FER80NS ETC^ AT THE BATES FBOTOSED IN THE BIIX FOR COMFUTATION IW ADVANCE TAX 
AND DEDUmON OF TAX AT SOURCE FROM •‘SALARIES" DURING TEE FWANCRAL YEAR 1N9-W. 


Total income 

A. BASIC INCOl 

Tax 

TAX (i.e.. before deduction on account of personal 
allowances and addition of surcharge) 

For calculating tax at 

Intennadlate levels of 
income 

Rs 

Rs 


6,000 

350 


7.000 

450 

For every additional 

6,000 

590 

Rs 10 of income, ADO 

9,000 

650 

Re 1.00 to the tax. 

10,000 

760 


10.000 

790 


11,000 

920 


12,000 

1,090 

For every additional 

13,000 

1,260 

Rs 10 of income, ADD 

‘ 14,000 

1,430 

R$ l.TO to the tax. 

1S,D0U 

1,800 


19,000 

1,600 


16,000 

1,830 

For every additional 

17,000 

2,060 

Rs 10 of income, ADD 

16,000 

2.290 

Rs 8.30 (o tho tax. 

19,000 

2,520 


20,000 

2,790 


20,000 

2,760 


21,000 

3jao 

For every additional 

22.000 

3,360 

Rs 10 of incmni!, ADD 

22^00 

SMO 

Rs 3.00 to the tax. 

24,000 

3J30 


20,000 

4,280 


29,000 

4,250 


26,000 

4.650 

For every additional 

27,000 

5,050 

Rs to of income, ADD 

28,000 

6,460 

Rs 4.00 to the tax. 

20,000 

0,860 


20,000 

6.290 


30,000 

6,200 


31.000 

6,710 


32,000 

7,250 


23,000 

7,760 


34,000 

8,280 


38,000 

8,760 


36,000 

9,290 


37.000 

9,760 


38,000 

10,250 

For every additional 

39,000 

10,750 

Re to of Incouw; AtfD 

40,000 

11,880 

Rs 8.00 to the tax. 

41,000 

11,790 


42,000 

12,260 


43,000 

12,750 


44,000 

13A80 


49,000 

lijno 


46,000 

14450 


47,000 

14.760 


48J>00 

>8480 


494»0 

IRTSO 


60,000 

1A260 


80,000 

18400 

For every additional 

60,000 

28480 

Rs 10 of iDcame, ADD 

j 70,000 

28480 

Bs 0.00 to the tax. 

704W0 

88480 


80.000 

84,780 

For every additional 

00.000 

41480 

Rs 10 of Inoonia. ADD 

L00,000 

47.780 

Bs 0.90 to the tax. 


45i EAsnams economist liudi 7,1191 


Total income 

Rs 

To* * 

* Rl > 

For ealeulatiiif tiK at 
intanaadlote levdg o< 
laeniM 

•• — t-pe-m 

> 

1 ,00,000 

47,700 



1,00,000 

8S,T80 

F« evugr addltlooal 


2,00,000 

1,17.700 

Bs 10 of inoonan, 4OD 


2J02KI0 

1AA780 

Rs 700 to the tax. 


mooD 

iMm 



8,002)00 

lAOJOO 



4,00,000 

XOOAOO 



02)0,000 

S.40AOO 



0 ,00,000 

4.10480 



7.00,000 

440480 



8 ,00,000 

0,60,200 



9,00,000 

6,40480 



10,00.000 

7.18400 

For every additional 


11,00.000 

740400 

Rs 10 of Ineomo^ ADD 


12,00,000 

8.00480 

Ra 7 80 to the tax 


13,00,000 

8,40,260 



14,00,000 

10,18400 



18,00,000 

1040460 



10,00000 

n.00400 



17,00,000 

12,40400 



1900 000 

13,10,280 



19,00,000 

13,00,250 



20,00,000 

14,65400 



1 TAX BEUET ON ACCOUNT W nOMOKAL AUOWANCES IN THE CASE OF RESIDENT INDITIHUAIA AND 


HINDU UNDIVIDED FAM1UB8 ONLY. 

Rmn the income-tax as calculated above, deduct the appropriate amount mdicated below 
( 1 ) Resident individual 


Unmaroied 

Rs 

125 

Married ... m* 

Ra 

200 

Married with one dependent child 



Married with more then 

Ra 

220 

one dependent child 

Rs 

240 


Note Where the individual has a total mcome not exceeding Rs 10,009 and has incurred cxpenditun for nmiwtimnnaii 
of a parent or grand parent who la dependent on the individual the above mentioned amounts will be increased 
hr Rs 20 in each case 

(li) Resident Hindu undivided familjt 

Where the family has—• 

No minor co-parcener Rs 200 

One minor co-parcener mainly stv- 

ported from income of the family Rs 220 

More than one minor co-parcener 

mainly supported from tte Income 

of the lan^ Rs 240 

C SUROBRBQK. 

To the net income-tax (after deduction of tax relief on account of personal allowances as at ‘B* above), ADD 10% 


thereof, by way of surcharge 

D EXAMF1E OF TAX CAMULATIQN: 

InecRie 

. Rs 23,540 

A 

Bosic inromM ix 

On Rs 23 000 

Rs 

3,600 


On Ra 540 

54x3 (f)Rs 

102 


Rs 23 540 

Rs 

0,812 

B 

Deduction ut account of peisonol allowances (Tax 
payer being a re&ilent individual—married and 
having more than one dependent child) 

(-)Bs 

240 


Net income-tax 

Rs 

3 372 

C 

Add surcharge 0) 10 per cent of basic income-tax 

Rs 

35720 


Tax payable (rounded off to the neareat rupee) 


Ra 3,02020 
Rs 3A29 


Mirch 7, IBlSl 


SPECIAL BUIXHGT NUMBER 


TEftT^ LASTING SfItENOTH 



^THER : 
FIBRE AMb 

imiu .< 


LI L*l^\ »J 


COMES FRCdi 

MODI 

THREAD 



ei«* ttrong and mating stllchH to your Industrmi producta with Modi Thrtad, 
MMulacUiiod ol our moai niodarn ImportAd plan! under the supervision of 

aiVdRa, In a wMa range ol caloun. 




MODI THREAD MILLS 

Makars of Ouaiiiy Tbraada 

mSh ft WVf. WUJ CO. LTD., BOBBIMMI flL#l 


You can save almost 15% on fuel by installing 

IllEI FlIE THE HUa 



Yaa. tndaed, a saving ol naarly ona ton 
of oil has boon oflaeted by an actual 
uaar of our fully automatic FLUE TUBE 
BOILER. Surely, you would Ilka to do 
tha same. Other outstanding fsatuias 
are Its compactnsas.nagllglblc aractlon 
coats, small chimney height, high te> 
liabllRy and greater economy due to 
full uHliaallon of gases. It Is also wan 
to remember that the elflclancy of yew 
boiler Is enhanced tan-fold by the con- 
slant use of the correct Water Treat 
mant Plants and ew experts are at ydur 

service to adviso you on how fochogse 
tha plant that will best suH your pw- 
pose. We also offer in Advisory Service 
to help you plan or remodel the layout 
of your Boiler Room lor greeter eimcl. 
ancy all rounA 



■handup, eombsy 
SlMulaclu'Ing Dhrldsn el 

vuuummim.tn. 

43 feitm StrsH,BgnMy 1 
'nitiKii sna AMiiniiie 
OfficM W: B«N' MsWas 
Carcunii' Bangikvs 
HjfdruiUd. 














EASTERN ECONOMIST 


March 7, 1069' 



Surprising I Is that ? 

But wa fflsan no dramatics whRa maktag thta ptoaaant aurpria*. 
known to you. Wa moan hualnosa. India has tito vaat 
rssouieat and high potential to catch tha feraign markato 
through processed idods. 

The mere mentioning of foods 'Indian* spells sumptuous 
delight, 'romantic' taste and hot, delectable cuisines abroad. 
They are highly popular overseas. In UJ<.. Sweden, Denmark 
France, West Germany .Netherlands, Switzerland, Bahrain, 
Kuwait, Iraq, Hong Kong and Singapore, for Instance. Already 
numerous exciting Indian delicacies are delighting many. 

The list includes canned fruits and vegetables, pidkies and 
chutneys, biscuits and confectionery, spicy papads, instant 
tea. instant coffee and a host of other items. During the current 
year,envisaged exports would be of theordef of Rs. 8.5 crores. 

Incidentally, are you manufacturing any variety of processed 
foods.? We are at your servlet. We'll provide all the 
Information regarding exports and render overall help through 
planning and publicity abroad. 


THE PROCESSED FOODS EXPORT PROMOTION COUNCIL ii9.dorbagh. New DelhM 



,er4MMa 
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Proposed Revision of Telephone and Tel^raph Tariffs 


Item Existing tariff Proposed taiUt 

TELEPHONES 


1. RmitalB for direct exchange lines 
^g^tbhi the local area 

fA). Measured rate systons 


(i) Calcutta, Bombay. Madras 

Rs 79 

Rs flO 

and Delhi. 

per quarter 

per quarter 

(U) All other measured rate 

Rs 60 

Rs 75 

exchanges. 

per quarter 

per quarter' 

(B) Plat rate systems 



(i) Exchanges providing 

Rs 300 per annum 

Ks 340 peranniun 

24 hours* service 

or 

or 


Rs 27 per month 

Rs SO per month 


Annual Muuthly 


(ii) Exchanges providing 

Exchanges 




restricted hours of service 

over 20 lines 

Rs 260 Rs 23 

No change 



20 lines and lifss 

Rs 180 Rs 17 



2. Casual connections. 

Period 

Rental 

Period 

Rental 



Rs 


Rs 

(i)Measureii rate systems. 

1 to 10 days 

25 

1 to 10 days 

30 


11 to 30 days 

SO 

iX to 30 days 

60 


31 to 60 days 

100 

81 to 60 days 

120 

(U) Plat rate systems 

Rs 2.50 per day 

Rs 3.00 per day 


subject to 

a minimum 

subject to a minimum 


of Ks 25 

of Rs 30 

3. Directory enquiry servicv 

Free of charge 

As for one 

local call 

4. Additional charges for particular 

Basic trunk 

Additional 

Basic trunk 

Additional 

person, fixed time and subscription 
fixed time calls. 

charge 

charge 

charge 

charge 


Rs 

Rs 

Rs 

Rs 


0.50 

0.50 

0.80 

0.25 


1.00 

0.50 

1.00 

0.50 


2.00 

1.00 

2.00 

1.00 


3.00 

1.00 

3.00 

1.50 


5.00 

2.00 

5.00 

2.80 


S.00 

2.00 

8.00 

4.00 


12.00 

4.00 

12.00 

6.00 

- 

16.00 

4.00 

16 . 0 n 

8.00 

S. Leased speech circuits. 

Up to 200 miles 

Rs 200 per mile 
per annum 

Uniform rale of 



Beyond 200 miles 

Rs ISO per mile 

Rs 125 




per annum 

per kilometre 



per annum 

Tatep lw s s E stfiated additional revenue In a year Rs $A0 crores 
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TELECRAPHS 


Item Existing tariff Pr apoaed tariff 


Inliind telegrams 

(I) Greeting telegrams 

(ji) Multiple telegrams 
tNniv-press) 


(111) Mtdtlple press telegrams 

For a locality served by one 
and the same telegraph office, 
or by different tategri^ otOces 
within the free delivery radius 
of a central telegraidi office. 

(Iv) Multiple press telegrams for 
different telegraph offices not 
within the tree delivery radius 
of a central telegraph office. 


2. Phonogram fee (BookinK of tele¬ 
grams on telephone) 

3. Charges for telegrams booked on 
telex 

4. Cancellation of telegrams 


5. Inspection of telegrams 
e. Certified copies of telegrams 


7. Fee for searching tor tetegrama 


a. Late fee 
». S.V.H. telegrams 


Ordiiuty Express 



Rs 

Rs 

First eight words 

1.00 

2.00 

Each additional word 

0.10 

0.20 


For each addr^ after the first— 

25 paise of any number of chargeable 
words not exceeding 100 and 25 paise 
for every additional 100 chargeable 
words or part thereof. 


Ordinary Expcsss 
is is 

First eight words 1.20 2.40 

Each additional vrord 0.10 0.20 

For each address after the Brst— 

30 paise for any number of chargeable 
words not exceeding 100 and 10 paise 
for every additional 20 chargeable 
words or pert thereof. 


35 paise for any number of charge¬ 
able words not exceeding 100 and 
Seven palso for every additional 
20 words or part thereof. 


40 paise for any number of chargeable 
words not exceeding 100 and 
10 paise for every addltlcmal 20 words 
or part thereof. 


For the first address in— 

The second tele- Three-fourth of 

graph office the charges for 


The third tele¬ 
graph office 


The fourth and 
subsequent tde- 
graph offices 


a Bln^ inland 
press telegram. 
Halt of the char¬ 
ges for a single 
Inland press tele¬ 
gram. 

One-fourth of 
the charges for 
a single inland 
press tel^rum. 


For the first 
address in the 
second and sub¬ 
sequent telegraph 
offices 


Three-fourth of the 
charges for a aln- 
^ inland press 
tdegram 


No charges 20 paise 

for booking 

No charges 20 paise 

for booking 


(i) Before trans- 25 paise 

mission has 
begun 

(11) In course of Charges for the 

transmission or service advice 

after trans- telegram, 

mission. 

50 paise per message 

25 paise up to the first tOO 
words and 25 paiae for every 
addlUonal 100 words or part 
thereof. 


(i) Before trans- 50 paise 

mission has 

begun 

(ii) In course of 50 paise 

transmission or pins 

after trans- charges for the 

mission service advioo tele¬ 

gram 

One rupee per message 

One rupee up to the first 100 
words and 50 paise for every 
additional ^100 words or part 
thereof. 


For searching either the sent or 
the received telegrams of one 
telegraph office for one day Rs 2 

For searching both the aent and 
the received telegrams of one 
telegraph office for one day Rs 3 

One rupee for eodi eln aad office 
charges as for an Qrdhuiy tdegram 


For searching either the sent or 
the received telegrams of one 
telegraph office for one day Rs 3 

For searching both the aeot and 
the received tdegrams of one 
telegraph office for ono day. Rs 5 

Rs 1.50 for each dosed office 
diatgaa, aa for an agpreas tdegram 
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Charminar 

_gets an inner 

^ wrap 


Keeps in 
all the 
flavour 

The gay new inner wrap 
of Charminar keeps in 
that special flavour of 
the famous Charminar 
tobaccos. That's why 
you'll enjoy them even 
more. Charminar-India's 
greatest cigarette. 




AVAZIR SULTAN PRODUCT 





on 



WTERAQS 



Spray K 60 fertilizer* 
Do it economically 
for richer crops 


Exporters 


in 48 countries of the world potash fertilizers from the 
German Democratic Republic have become a household word. 

Our customers’ opinion about us and our 

potash fertilizers is: reliable in quality, delivery and service. 

K ee is toping Ote range of these products. Developed in 
laboratories and tested in various kinds of soil K 60 is a must. 



Gesellschaft fuer Ausfuhr 

und Einfuhr von Bergbauerzeugnissen mbH. 

Foreign Trade Enterprise of the German Democratle nspiiMIt 

I 

for dototh please eoMaet : 

TREOE REPnmiTATIOII OF 
eEmUN DEMOOMTICKPIIilJeiN WDU 

21-KAUTILYA MARG. NEW DELHI 
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SPECIAL BUDGET 


NUMBER 


Iteib 

Existing larttt 

Proposed tariff 

10. Leased drcolts 




(i) Tdegraph/Tdepriater dreults 
to parties other than the press 

First 25 miles 

Rs 00 per mile 
per annum 


(11) Tslagraph/Teleprlnter eticults 

to the piem 

1 ). Tdlaprinter (T/P) machine and tdex 
snvlce wifito the local ana. 

Next 47S miles 

Beyond 500 miles 

Rs 41 per mile 
per annum 

Bs 30 per mile 
per annum 

Uttifomt rate of Rs 30 per kilometre 
per annum 

Ba SO per mile per 

annum 

Ba 10 par kihanatm per annum 

(1) Bant for tdeprinter (T/P) 
bmUhb 

Rs 1000 per annum 

0 

Bs 1800 per annum 

(11) Bental for telez aecvlco with 
tdeprinter madilne 

Ha 1000 per annum 


Bs 1800 par annum 

(ill) Bental tor tdex aetvioe where 
T/P madiine Is pfoddad by 
the subscribar hlnvidf 
. (hr) Call chatges tor tdex servlee 

Rs 200 per annum 


Ba 380 par annum 

(a) Local 

SO paiae per call for every S minutes 
or part thereof 

00 peiae per caU for every 3 ndnutes 
or part thereof 

(b) Long distance 

SO paiie per call per unit period 

60 paise per call par unit period 


TbIwiujIm BiHwrind adiUtaul wvw e ia a year ... Ba. AAf antat 

glTMMABX or ESTDIATED A1»ITK»IAL BEVEMCB IN A TEAB 


Taleiiioae tailtts Ba AW eram 

TUearaplia tariffs Bs tJfl atawa 


Total 


Ba €.41 erotas 



MADRAS STATE SMALL INDUSTRIES CORPORATION LTD., 


(Aa undortaking of the Covammaat of Tamil Nadu) 
SS/A WooAi Boad. Mbnat Bead, MadlnwA 

OFFER 
Service to 

Industry i Agriculture 

INDUSTRY: 

* Design & Manufacture of Die Tools & Fixtures 

* Heavy Structurals ^ plate fabrications 

* Semi-finished non-ferrous & ferrous Castings 

* Light Forgings 

* Pressed Metal Components 

* Enamelled & D.C.C. Wires 

* Finished leather for Industrial use. 


AGRICULTURE: 

* Improved Agricultural Implements 

* Plant Protection Implements 

* Pump Sets and Motors 

* ^nraetor^rawn Implements & Trailers 

* Paddy Boilers & Thrashers 


''Quality Service at Reasonable Cost" 
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'Ona'in ■ million' —th* phiasa usad. horn 
days oi yore, to denote somathing m- 
quisila OI aomaone outstanding-has 
been good onouqlt. not to speak ol one 
in a billion : but we seem to be one up- 
We aie ‘One with a billion.' Vas, thn 
Minaials and Metals Trading Corporation 
(MMTC) has, in a short span ol live 
rears, amarged as a bilHon rupee ousi- 
nnss organisatinn. 



The MMTC IS the largest espoilor in the Country with a tuin-pver o( Rs 707 mtUion 
m 1967.68. Espurls of iron Ore by the Corporation would touch 10 million tonnes 
this year and the Cprporabon tips oner 70i per cent share in India's Iron ore eiport 
turn-over, worth over 10O fflillMfl dollBrs a year at present. In a fiercely competitive 
market, a million tonnaa or more ol manganese ore are also shiopod every year 


A BILLION RUPEE EOLUf ION 



The hearths of the steel Industry the world 
over will have no dearth ol Indian ores 'O 
hiluis either. An ambitious drive n underway 
to increase ore esporls. Machemsed mlnav 
31 KIriburu. Bailadills, Donimalsi end K idremukh. 
deep drsit ports employing rneciianiui oiv 
toadiiiq lecililias at Hetdio, Parodaep Madias. 
Vishahspatnam and Goe as well as the nKRssaiy 
inland Iranspoilation systems would eiiabi* 
doubling ol iron ore esporls by India by the 
end at the IV Five Year Plan Period (1973-14) 
Sliable increases in ether ores are also 
planned-ell ol which, perhaps, made ene ol 
our Jepaneie buyers remark racenlly that tie 
can lake things easy, when there it MMTC ' 



THE MNEIULS & METiklS TRIOINe GORPOIUTION OF MDU UNITED 


IxmESS WiLDINe, ■AHAOUR SHAH ZAFAR MARC. NIW OaHI 
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Rccelpta 


REVENUE BUDGET' 

DlabniMiiKata 


<Rs croreii) 



IBBR-DS 

1968-69 

1989-70 

Item 

Budget 

Revised 

Budget 

Tax Revenue 




Taxes on income and expenditure 



Corporation tax ... 

320.3B 

322.00 

3.70.00 




— 3.80* 

Taxes on income other 
than corporation tax 

319.65 

333.tH) 

345.00 
+ 17.80* 

Expenditure tax . 

0.03 

0.03 

0.01 

Taxes on ^operty and caidtal 
transactions. 




Estate duty 

7.50 

7.00 

7.511 

Taxes on wealth ... 

11.00 

11.00 

13.00 

Gift tax . 

1.76 

1.75 

1.50 

Land revenue 

0.18 

0.31 

0.20 

Stamps and registration ... 

1.81 

2.47 

2.78 

Taxes on eoninioditles and services. 



Customs 

538.27 

445.00 

426.011 
+ 9.20* 

ilnion excise dutie.<i 

1280.08 

1320.45 

1421.63 
-i-104.57* 

State excise duties 

3.97 

4.06 

4.84 

Taxes on vehicles- 

1.61 

1.67 

1.81 

Sales tax 

21.07 

23.28 

25.68 

Other taxes and duties 

6.21 

8.06 

8.49 

Total gross tax revemie 

2520.48 

2465.66 

2587.8(1 


+187.27' 


Leiw trunslcni to states: 


Income-tax 

... 156.50 

194.51 

182.07 
+ 2.50* 

Estate duty^i^ 

6.81 

5.S4 

7.11 

Union excise duties 

... 27457 

290.03 

302.41) 

+24.62* 

Total transfers to states: 

... 437.69 

490.98 

a 

481.58 

+27.12* 

Net tax revenue 

... 2082.80 

1994.70 

2096.22 
+ 100.15* 


NoMax KveniM 
Isteiest receipts: 

From state and union 


territory governments 

205.00 

227.00 

248.00 

. From others 

113.01 

137.73 

152.1(1 

Dividends 

From Railways 

152.00 

151.34 

159.01 

From P i T . 

12.82 

11.96 

13.17 

From other undertakings ... 

10.83 

12.10 

12.54 

Owiency and adnt 

86.05 

87.19 

84.93 

Other lecelpla 

97.26 

126.66 

12254 

Total non-tax revenue 

076.97 

7B3.0B 

893.75 

Total arvenne reoetpta (net) 

2769,77 

2748.68 

2899.97 

+100.16* 


* Effect of budget proposals. 

9 bufludes Rs 0.4 laMis in UOS^ BJL and R.E. aai 1SW-7D 
BJ:. for union terdtortoa with legislature. 


(Ra crotes) 


Item 

1968-69 

Budget 

” 1968-69 
RevlB{>d 

1969-70 

Budget 

I.A. Development expenditure. 




Social services: 




Educatiim. seimtiflc research 



and survey 

131.90 

126.67 

141.87 

Medical and public health 

25.74 

2357 

27.26 

Labour and employment 

10.53 

10.59 

11.42 

Br«)adoasting 

9.21 

9.89 

10.73 

Economic aervlccs: 




Agriculture and allied 

e 



services 

30.21 

26.67 

32.79 

Industries 

30.21 

30.97 

30.98 

E: port promotion 

40.00 

.74.00 

44.00 

irrigation and power 

3.55 

2.95 

4.89 

Public Works 

15.73 

16.00 

17.09 

Transport and 




communications 

29.18 

34.87 

88.17 

Other services 

22.73 

19 53 

32.13 

Total development expenditure 848.99 

.734.51 

380.29- 

B. Defence expenditure (Net) 

804.40 

043.63 

985.78 

C. Other expenditure: 




Tax collection ... 

34.56 

34.83 

39.32 

Administrative services 

150.90 

163.08 

17451 

Interest payments 

550.32 

527.89 

568.82 

Currency and mint 

24.45 

24.00 

26.44 

Otlwr services 

140.80 

179.76 

168.79 

Total other expenditure ... 

907.12 

930.25 

097.68 

Total expenditure 

2150.57 

2208.39 

2363.75 


II. Assistance to stale and uniem 
territory sovemments: 


Grants under the substan¬ 
tive provision of Art, 275(1) 

140.61 

140.81 

17651 

Other grants 

337.67 

396.05 

419.37 

Total aaalstanco to state and 

nnhw territory govemnMnte 

478.29 

536.66 

596.13 

Total levenne dtebntionMnts 

2638.85 

2746.06 

2959.83 
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I 


Raeslite 


(Rif crotei)^ 


Item 

1M8-60 

Budget 

1988-69 

Revised 

1969-70 

Budget 

Debt raised ts ludia: 




Receipts 

300.80 

320.96* 

500.00 

Less repayments 

244.01 

246.00 

400.00 

. Net 

58.49 

74.96 

100.00 

.reieigB iMw: 




P.1j. 480 rupee loans ) 




PXh 480 dollar credit ) ... 

244.00 

240.00 

176.00 

Other loans 

778.00 

628.84 

678.00 

Total receipts 

1010.00 

8S8JM 

380.00 

Less repayments 

194.47 

169.62 

207.60 

Net . 

824.83 

898.92 

642.40 

Repayment of loans and advances 



By state and union 




territory governments 

428.00 

878.00 

840.00 

By others 

124.00 

160.00 

208.00 

.Small savings (net) 

120.00 

128.00 

138.00 

Public provident fund 

10.00 

2.00 

8.00 

Compulsory deposits (net) 

—*0.25 

-0.28 

—26.00 

Income-tox annuity deposits (net) —B.OO —4.00 

—10.28 

PL 480 deposits (net) 

28.00 

—59.88 

40.11 

Miscellaneous other heads (net) 

81.93 

226.48 

97.62 

VMal eapilal receipts . 

1687.70 

1797.86 

1729.88 

Total recelpte 

1417.47 

4848.24 

4629.85 




+ 100.15t 

Revenue defldt ... 


... 


Overall deficit 

289.27 

259.67 

350.00 


* y r r T ««<»« conversion of ad hoc treasury bills of Rs 71 crores. 
t Effect of budfet prbposals. 


Msbofseamito 

(Bs erares) 



1968-69 

196349 

1969-70 

Item 

Budget 

Bevised 

Budget 


A. Developnaent ezhanditBte: 


Social services 

b 



Medical and public health 

0.IU 

040 

047 

Broadcasting ... 

4.22 

4.14 

8.88 

Economic oervloeo 

Agriculture and MUed servlceB 10.47 

8.86 

16.69 

IndnaMea: 

Iron and ateel 

Otlm metaUurgical 

118.00 

118.00 

170.00 

industries 

Machinery and Engl* 

1740 

22.48 

38.40 

neering industries 

0.80 

048 

3.48 

Coal 

7.10 

8.44 

1840 

Petroleum 

0.09 

440 

1.70 

Chonicala and fntiliaers 

14.82 

1740 

3843 

Other Items 

11.47 

1841 

23.80 

Atimiic energy development 

1242 

8.71 

1844 

Irrigation and power ... 

49.73 

67.29 

88.46 

Public works ... 

Transport and communi- 

30.84 

22.81 

80.60 

cations 

62.23 

62.88 

8040 

Railways 

143.00 

184.09 

182.80 

Posts and tdegrapha ... 
Grants for devdopmratt 
(other than state and union 

30.48 

30.43 

34.18 

territory govemmenta) ... 

Total devehtpuental 

2.30 

2.12 

1.48 

•xpendltare 

822.46 

823.11 

880.08 

B. OefoHce expenditure 

12040 

107.78 

124.23 

C. Other expenditure: 

93.38 

—101.14 

—88.40 

Total expenditun 

II. dsalotaTo to otate aud udoa 

736.64 

629.72 

764.78 

torrltoty govenmeato: 

Grants lor development 

8444 

21.71 

440 

Loois and advances ' ... 

888.88 

916.16 

783.74 

Tsill to ilito ud 

nhta territory govatameuto 

ni. Loaus aud advaneea to puhUe 
■eetor uudertahtugo aud 

880.82 

938.87 

798.84 

other partleo 

460.78 

094.27 

466.80 

Total capital dlaburaeaseBta 

2077.39 

2080.86 

2019429 

TotM dtohaiaemeata 

4700.74 

4808.91 

4979.88 

Beveune surplus 

130.92 

3.63 

40.10* 

Overall aurplns ... 

... 

... 



@ In addition, the public sector undertaklnia including the 
Railways and the P & T MU incur developmental «cpendi> 
ture amounting to Ba MS cmres out (d their own resources. 


* Effect of budget proposals. 
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WHY DO 


' 

EXPERIENCED 


ENGII 



CONSIDER 



ELECTRIC MOTORS 

BEST FOR SERVICE? 


Because 

have the 
largest and most 
efficient distribution, 
add service 
network in India 


are one of the 
oldest manufacturers of 
electric motors In India 


65 out of 160 
electric motor buyers 

prefer 



have the widett 
range»1l4HP to SOOIH^* ‘ 
and also motors for 
special appllcathns. 



KMethV'AiM PtwrlwBi 
Starim up <• n HA SM 
Dtlto SiMiHt up It« IP 
•n4 SttprlM HMor IMkI 
up to 18 IP m mm 
■vullaMu. 


I 



KIRLOSKAR ELECTRIC CO. LTD. 

P. O. BOX NO. 1017 BANGAL 0 RE .3 INDIA 

Sola dfotplbutora: PARRY & CO. LTD. 

..OiMaN*. 1.M«dr« 1, P.d.Bs.No aOUClcutt. 1. 
K4.U.«U.a0.a«mMr 1 ... •‘.O.OoaN. 17aN«>eMM1, 
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SONNARY OF lOOOETMY FOSITION 

(Rcedyto) 


(Rb crom) 


Accounts Accoiuts Accounts Accounts 
1981-62 196268 1963-64 196465 

Accounts Accounts 
1965-66 1966-67 

Accounts 

1967-68 

Budget 

1968-69 

Revised 

1968-69 

Budget 

um-70 

SeeenBe 











Tax revenue 

872.57 

1057.42 

1370.42 

1559.39 

1780.91 

1929.97 

1932.49 

2082.80 

199.70 

2096.22 

Non-tax revenue 

316.57 

40297 

498.16 

542.35 

563.49 

670.17 

658.80 

676J)7 

753.98 

803.76 

Total revenue receipts 

1189.14 

1460.39 

1868.92 

2101.74 

2344.40 

2500.14 

2585.29 

2759.77 

2748.68 

2899J>7 

Caplbil 

A. Debt raised in India* ** 

206.02 

286.56 

376.41 

298.60 

283.85 

278.55 

351.90 

300.50 

320.96 

600.00 

Less repayments 

137.02 

182.30 

176.97 

189.04 

173.36 

182.75 

258.37 

344.01 

246.00 

400.00 

Net 

68.40 

104.26 

200.44 

109.65 

110.49 

95.80 

93.63 

56.49 

74.96 

tOO.00 

B. Foreign loans 

PL 480 rupee loans ) 
PL 480 dollar credit > 

54.71 

79.74 

68.17 

170.38 

80.00 

350.00 

280.58 

244.00 

240.00 

175.00 

Other loans 

259.62 

259.83 

318.40 

399.35 

489.97 

514.26 

508.35 

775.00 

628.54 

675.00 

Total receipts 

314.33 

339.57 

384.57 

569.7.3 

589.97 

864.26 

786.93 

1019.00 

868.54 

850.00 

Lesis repayments 

65.62 

4690 

63.73 

84.42 

88.08 

159.42 

187.78 

194.47 

160.62 

207.60' 

Net 

248.71 

293.27 

320.84 

485.31 

481.89 

704.84 

601.15 

824.53 

698,92 

642.40 

C. Repayment of loans 
and advances: 

By state & union 
territory governments 

13391 

144.79 

179.33 

216.02 

276.25 

281.30 

37&04 

426.00 

576.00 

840.00' 

By others 

66J2 

26.12 

36.05 

73.04 

97.24 

137.28 

116.40 

124.00 

180.08 

205.00 

D, Small savings (net) 

87.77 

74.10 

126.99 

127.43 

151.19 

118.12 

128.13 

120.00 

125.00 

135.00- 

E. Public provident fund 

... 

... 

... 

... 


• « • 

... 

10.00 

2.00 

6.00 

F. Compulsory deposits (net) 

... 

30.18 

1.61 

-1.61 

—0.76 

—0J9 

—0.25 

—0.25 

—26.00 

G. Income-tax Annuity 
deposits (net) 



... 

40.28 

37.34 

27.63 

34A0 

—9.00 

-4.00 

—16Ji5 

H. PL 480 deposits (net) 

84.13 

48.07 

87.38 

—1.57 

133.06 

—2.66 

93.56 

26.00 

—69.55 

40.11 

I. Miscellaneous other heads 

(Net)t 68.48 

209.31 

154.44 

206.02 

117.41 

466.99 

280.17 

81.93 

225.48 

97.62 

' Total receipts 

1915.46 

236097 

3003.51 

3359.53 

3747.66 

4328.66 

4305.38 

4417.47 

4546.24 

4629.55 

Revenue deficit 

... 

... 

... 







S9F9* 

Overall deficit 

114J1 

166.14 

166.86 

171.84 172.76 

295.29 

206.29 

289.27 

259.67 

350.0071 


* Exclude! conveniOQ of ad hoc treaaury of Rs 50 crores each In 1961-62 and 1962-63. Rs 75 croresi iti 1963-64 
and Bs 50 croiM each in 1964-65, 1985-66 and 1986-67 and Ks 75 ctom each in 1967-68 and 196061). 
t Exchidee notional ttaneter of Kt 480 loana to ttie Special Development Fund. 

** WiB be converted into lurplua of Ha 40.19 cmrei at a reiult of budget ptopotals. 

WtU be reduced by Ba 100.15 crorea aa a reoult of the budget propoaala. 
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suNNMY OF mmm position 


(B« crotei) 


* Accounts Accounts Accounts Accounts 

1961-62 1962-63 1963-64 1964-65 

Accounts Accounts 
1965-66 1966-67 

Accounts 

1967-68 

Budget 

1068-69 

Bevised 

1969-69 

Budget 

1966-70 

Revenne 

1. Developmental ex- 
expenditure 

174.44 

200.71 

183.5U 

203.20 

238.44 

279.57 

306.22 

348.89 

334A1 

380.29 

Uelenee expenditure 
<Net) 

289.S4 

423.30 

704.15 

602.85 

762.16 

797.80 

862.21 

894.46 

943.63 

MB.78 

Other expenditure 

405.33 

SI9.91 

563.60 

081.14 

608.05 

788.07 

839.35 

907.12 

930.25 

907.68 

11. AwMance to state and 
union territory gov¬ 
ernments 

194.98 

105.03 

229.97 

268.68 

334.07 

405.89 

478.52 

47BA8 

536.66 

saKiB 

Total revenue disburse¬ 
ments 

1U64.29 

1346.85 

1601.31 

1887.87 

2024.04 

2272.33 

2481.30 

2638.85 

2745.05 

8058413 

CapUal 

I. Developmental ex¬ 
penditure 

332.54 

481.37 

587.16 

612.62 

640.2(1 

476.47 

432.20 

522.46 

522.11 

669.05 

Defence expenditure 

32.95 

48.61 

U1J17 

112.86 

123.57 

110.78 

106.22 

120.80 

107.76 

124.28 

Other expendituret 

11.04 

—13.99 

23.01 

29.76 

—6.83 

322.07 

99.04 

83.38 

—101.14 

—28.49 

II. Assistance to state and 
union territory gov¬ 
ernments : 

Grants 

10.94 

13.74 

16.44 

18.46 

38.82 

35.01 

33.05 

24.84 

21.71 

4A0 

liCMUlS 

443.47 

511.08 

583.60 

878.70 

828.82 

980.89 

881,94 

855.88 

915.16 

793.74 

111. Loans and advances 
to other parties 

144.74 

130.04 

156.88 

280.01 

371.10 

476.39 

• 

471.83 

460.78 

584.27 

458.60 

Total dlabarsemeat 

2629A7 

2816,41 

3171.37 

358U7 

3920.42 

4623.95 

4511.67 

4796.74 

4895Jt 

4979AS 

Revenue surplus 

124.85 

113.44 

187.61 

278.87 

319.76 

227.81 

103.99 

130.92 

3.63 



Overall stirplua 


With the best compliments from 

KOTHARI & SONS. 


Share & Stock Brokeca, Merchants ft Aaenta. 


HEAD OFFICE: 

'Kothari BnUdinca' 

26 Nuncamhokkam High Road, 

Madraa-St. 

Telephone No.: 83636 
Grams: KOTHARI, Madraa 
Telex No.: 335. 

BRANCHES. 

Third Floor, 

'Frewdi Bank Bulldlnas' 

68, BinnJI Street, Fort. 

Bombay-l. 

Telephone: 252367 
Tclcgrnms; KOTARISONS 
Telex No. 214. 

1-7-69 Sarojliil Devi Road, 

SecunderalMd-3. 

Andhra Pradedi 

‘Shaiad Bnildinc’ 7/1, 


MANAGING AGENTS: 

KOTHARI TEXTUiES UMRED. 
mE MADRAS SAFE DEPOSIT COMPANT LTD. 
ADONl SPG. ft WVG. CO. Lm 

ASSOQATE COMPANIES MANAOWG AGENTS: 

BLUE MODNTAIN ESTATES ft INDDSTBIES LTD. 
WATERFALL ESTATES LIMITED. 

BALMADIE8 PLANTAnONS LIMITED. 
INVESTMENT TRUST OF DtDU LIMITED. 
KOTHARI SUGARS ft CBBSHOCALS LTD. 
KOTHARI COFPBE CUBINO WORKS. 

KOTHARI SUPERPHOSPHATE PACTORT. 


Mraehamaiajendra Road, Baa(alore-2. 
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YoinaooR 

WTHOUT 

UNOLEUM 

Totvtry floorcovtrino problamLInolaurnia th« aniwir I 


LINOLEUM 


For btttar Living I 

«NOIA IINOIIUMI LTD. 14. Dulha Batar Uat. Cala«IIC*|} 



SWADESHI carrits the (loriout 
traditions of Indian Art—classic 
olaganca and contamporary aim* 
pllcity. 

SWADESHI fabrics excall in 
coloifr and waave. dasign and 
textura. Thcf ara the products 
of five decades of cralimanship 
and generations of skill, 

SWADESHI specialises In Wk 
patterns and produces a hago 
range of varieties for massea. 
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Changing Structure of industrial Finance 

DR P.8. tOKANATHAN 


J DEEPLY appreciate the honour done to me by the A.D. 
Shroff Memorial Trust in inviting me to deliver the Shroff 
Memorial Lecture this year. The title of my address is 
“Changing Structure of Industrial Finance”—a subject which 
would have made a great appeal to him were be alive and 
of which he was an undoubted authority. My ac<iualntanee 
with Mr Shroff goes back to the days of the National Planning 
Committee set up by the Congress and wc worked together 
in the Committee on Industrial Finance. Later in the pre> 
paration of the Bombay Flan. I was Invited to join in its 
deliberaUons before it was finalised by its eminent authors 
of whom Mr Shroff was one. 1 was then editor of The 
Eastern Economist.' Later in 1945, when I accompanied the 
bidian industrialists’ delegation as economist and secretary 
to the UK and the USA, 1 came in contact with him. In 
subsequent years, I had the privilege of Imowing him, his 
method of work, his deep and intimate knowledge of finance 
and industry. But what struck me most was his firm grasp 
of the essentials of money, banking and finance and the ra;e 
courage with which he expressed his views whether they were 
in accord or not with the current popular thinking. Tie coentry 
will gratefully remember him as one who had the boldness 
and vision to found the Forum of Free Enterprise at a time 
when the country had accepted economic planning in an 
extreme form, with its discriminating controls and ineffie'ent 
government economic administration. The Forum is a useful 
and necessary corrective to the uncritical acceptance by the 
coimtry of a system of planniirg which with all its merits and 
achievements led to serious and avoidable distortions of the 
economy and led to a suppression of initiative and toss nt 
self-reliance. We owe a debt to him. 

I 

STRUCTURE OF INDUSTRIAL FINANCE 

‘Industrial Organization in India' was published in I93.S. 
In it. I had devoted three chapters to industrial finance. The 
problems and conditions outlined in them remained more 
or less the same right up to the end of World War 11 and 
the ushering in of the new Independent India. Thus 1947 
may be taken as a sort of watershed in dealing with industrial 
finance. Between 1047 and 1967, in a period of 10 years, 
something like a revolution has taken place; the Etrueture of 
industrial finance has changed almost beyond rocngnit.cn. 
While some problems still remain, many bid end some nrw 
problems have been more or less earnestly dealt with. In 
the pre-Independence India, and especially in the earlier phase 
of industrialization, the bulk of the long-term and a consider¬ 
able amount of even short-term working capital was provided 
by managing agents. Many may not be aware of the fact that 
in the earlier years of industrialization, commercial banking 
Was yet to be firmly established and for several years later, 
the relationship between industry and commercial banks was 
far from close. Neither industry nor banks desired to get 
“lose to each other. Later, as industrialization gut into stride, 
commercial banks were increasingly resorted to for working 
capital. But following the British practice, and unlike as in 
the continent and to a large extent in the USA, banks in 
India did not think of providing long-term finance to industry. 
They considered it as not within their purview. Even thj 
working capital and short-term capital needed by industry was 
not fully met; a part had to be found by managing agents 
themselves who were the promoters, financiers and managers 
of the managed industrial companies. Owing to the lack cf 


issue houses and investment trusts, there was no way of 
getting the initial capital for new companies nor for any 
expansion, and managing agents and promoters had to provide 
all the initial finance needed by the industry. 

There was no wide basis of ownership of industrial shares. 
No large public issues could be floated and when they were, 
they were taken mainly by the promoters, their families and 
friends and some underwriters including a lew financial com¬ 
panies which had been estaUtsbed. The lack of a good capital 
market, the relatively small inveatlng public and the reluctance 
of savers to invest in industrial shnr^ and securities led to 
the predominance of the role of managing agents who had to 
provide cither directly or indirectly all the finance needed 
by Industry. The public which had greater faith and confldinee 
In managing agents than in industry was willing to place Ita 
savings in the form of short-term deposits. Underwriting 
facilities were very poor; no institution existed for providing 
long-term finance. Further, the establishment and growth of 
small and medium industries were hampered by lack of 
financial facilities. Even commercial banks which could have 
provided at least working capital did not cate to touch them. 
Hence, smalt industrialists had no other resources except their 
own personal wealth and the financial help rendered by their 
families and friends. 

But what a change has taken place since 1947! The decline 
In the financial tole of managing agents since 1947 was more 
than made up by the establishment of a number of financial 
institutions, the first of which was the Industrial Finance 
Corporation of India (IFC) set up in 194H. This was followed 
by the growth of financial corporations and other insUtutlona 
like the Industrial Credit and Investment Corporation of Ind'a 
(ICICI) and the Industrial Development Bank of India (IDBI) 
set up by the Reserve Bank of India (RBI). In addition, 
there is the newly established Unit Trust of India (UTI). 
These together with the Investment activities of the Life 
Insurance Corporation of India (LlC), have filled many impor¬ 
tant gaps in industrial finance in the country. The rapid 
industri<iUzation that has token place in our country would 
not have been possible at all in the absence of these new 
institutions. 

Commercial Banks' Role 

Commercinl banks too have changed their policies and 
attitudes; not only do they play a more vigorous role in 
atisfying the short-term needs of industry but also provide 
intermediate credit. In this they have been assisted by the 
IDBI, which has provided refinance facilities. Thus, we find 
toflay, first of all, initial capital provided by the ICICI, and 
underwriting facilities by many institutions including tho 
ICICI, the IFC. the LIC and some commercial banks. Tbelz 
investment In industrial shares and securities also helps in 
facilitating the flow of finaiu-e to industry. 

The credit needs of the small industry are being met 
at least partially. Under the credit guarantee scheme of th'- 
RBI, commercial banks, and more especially the State 
Bank of India, have increased their supply of credit to the 
small industry. For purchase of mnchltiery and equipment 
by the small-scale Industries. National Small Industries Cor¬ 
poration has been established; M provides machinery on 
hire-purchase system. Under the new social control of banks 


This is the text of a lecture delivered by Dr P. S. Lokanathan under the auspices of the AJD. IKiroff Memorial Trust 
in Bombay on February 24, 1969. 
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the ■mull industry has become a sort of preferred sector along 
with agriculture. 

Since 1047. the papital market also has become much wider 
and better organised; especially in the ’fifties and the ’sixties, 
the public interest and capacity tn invest in industrial shares 
have been grc-itly increased. You will thus see that the 
structure ol industrial finance in Indio today is very very 
diffetenl from what it was 20 years ago. Not that all probkms 
and difficulties faced by industry—big or small—have been 
overcome, ’fhere are atifl some gaps which remain; thrre 
an> .ttili .some inadiHittacies and difficulties to which I would 
later revert. Uut the sheer magnitude of the transformation 
thill has taken place since Independence has often been either 
missed or given inadequate recognition. 

li 

ROLE OF HANAGIK6 AGENTS 

Finance is the oxygen of industry. Without adequate 
finance made available at reasonable terms, it would not be 
possible for industry to develop. Industry needs three kinds 
ol finance—initial capital, working capital and capital for 
expansion. The most difficult hurdle to cross is the Initial 
finance required to get the industry off the ground. In smallcv 
businesses this finance has to be generally provided by t’« 
promoter out of his own funds. But where a business is larg-'. 
the promoter has to depend largely on the capital market 
which Includes investment houses, stock exchanges, the new 
issues market and other financial institutions; these provide 
botli the initial finance requirod and- also the guarantee for 
the public floatation of capital issues. In developed countries 
there arc specialised institutions which perform these diffeient 
functions. The issue houses, for example, undertake the 
floatation of public issues and play an active role in creating 
public interest in them. There are underwriting firms which, 
for a small commission, arc prepared to underwrite public 
issues. Stock brokers nut only arrange for the absorption of 
shares liy tticir clients but often act also as underwriters to 
public issues. All active stock exchange is, of course, a pre¬ 
requisite for the working of the new issues market. 

So Far as working capital is concerned, generally it is 
provided by commercial banks. A part of the working capital, 
whicli should be regarded as more or less permanent capital, 
should also he found by the industry itself out of its public 
issues. The capital for expansion if it is of modest dimension 
IS geriernlly found front depreciation funds and reserves out 
of profits. Itiil where the needs arc large, industrial units 
have recourse to rights shares (that is, shares allotted to the 
original sharclinlders) and to public issues. Thus an cffici«it 
banking sybleni, an adequate and efficient network of financial 
Institutions, a vigorous capital market and smoothly function¬ 
ing stock oxcliiingcs are basic tn financing industrial needs. 

In prc-liidcpenilence India, although commercial banks 
were lunclioning rciisoniibly satisfactorily, there was a big gap 
In tile institutional finance. I'here were no issue houses, 
specialist undorwi iters, or financing institutions for long-term 
financing of industries. The stock exchanges also functioned 
only for large and well-known businesses; the medium-sized 
and small indusiries could not enjoy the services of stock 
exchanges. 

Most of the early industries that were developed in India— 
cotton textiles, jute, coal mining, shipping, sugar, cement and 
others - had to depend largely upon capital furnished by the 
promoters, and the promoters in India were the managing 
agents. They practically undertook not only the promotion of 
new companies ond expansion of existing componies, but also 
provided all the initial finance required either through their 
own resources or by getting public subscription to the shares 


issued by them. Since the public had great eoBfidente In the 
managing agency groups, kenerally there was little difficulty 
for them to raise the necessary initial finance. The percentage 
qt finance actually furnished by the managing agents them¬ 
selves varied from Industry to industry, from ma n agin g agent tn 
managing agent and also depended partly upon the size ef 
the firms. British managing firms by and large provd.ii 
more capital nut of their own resources compared to Indian 
managing agents. But whatever be the Initial capital provided 
by the managing agents, gradually, after the companies hed 
started functioning, the managing agents generally tried to 
reduce their shareholdings in the companies which they had 
floated and used them lor floating new companies. Thus thl- 
percentage of capital provided by managing agents becaihe 
less as the companies became well established. The proportion at 
finance provided by managing agents to larger companies was 
much less than that provided to medium and smaller companies. 

A method that wa.s rather unique was adopted bv thb 
Ahtnedabad textile industry by which the managing agents uttllt- 
ed the deposits which they were able to gather from their friends 
and other members of the public who had confidence in them. 
Although these deposits were withdrawable at short notlM 
and could theoretically be utilised only for meeting the working 
capita] needs of the industry, in practice the deposits were 
renewable; there were also term deposits extending for five 
to seven years. The Ahmedabad textile industry was thus 
able tn develop largely on the basis of public deposits and 
although this may not be regarded os an ideal method of 
financing long-term requirement of industry, there is no doubt 
that the needs of industry were served very well by this 
method. But at a later dale when industry faced a period of 
depression there were withdrawals of deposits which caused 
difficulty to it. But taking a broad view of the matter, it 
cannot be denied that the system of public deposits nllbough 
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rendered by the linaoeial inatitutiong cod^tuted 13 per cent 
of the gross private sector investment in tbe third Plan period, 
having increased from five per cent during the second Han 
period. 

In respect of share capital, a sample study of the RBI 
on "Survey of Ownership of Shares in Joint Stock Campanies" 
reveals that the holdings of these institutions, excluding the 
Lie, increased from 1.3 per cent in 19S9 to 6.6 per cent in 
lg6S. During the same period, the investmmt of the UC 
increased front 9.3 to 9.3 per cent. In 1966, the UC became 
the largest single shareholder in the private sector. As regards 
the size of companies In which these institutions hold shares, 
their proportionate holdings were much larger in bigger com- 
ponies than in small companies. 

As already pointed out, financial aasUtance of these 
ui^tutioDS was concentrated in more advanced statea. 
Maharashtra, Gujarat, Tamil Nadu, and West Bengal got 68 per 
cent of the total assistance of the IFC up to June 30, 1968, 

69.4 per cent of that of the ICICI up to December 1967 and 
70 per cent of tiwt of IDBI during the period July 1004 to 
June 1968. 

An analysis of tbe Department of Company ANairs reveals 
that the distribution at financial aasiitance to bustnesi groups 
was as follows: 81 per cent of the total given by tbe IFC 
during the period 1961>63 to 1966-66 went to 24 business groups, 

36.4 per cent of that given by the ICICI to 18 groups and 
36 per cent of that of the lOBI to six groups of which 2U per 
cent went to one group only. 

In evaluating the performance of these institutions and 
especially In criticising the regional imbalances in tbe granting 
of advances to industry one has to bear in mind that they 
cannot be criticised lor the shortcomings because, aa pointed 
out by the chairman of the IFC recently, tbia assistance of 
long-term credit is only one of tbe several factors which goes 
into the establishment of an industry in on area. To quote 
Ms words, "While the corporation can assist in meeting a 
portion of the financial needs of an Industrial concern. It 
cannot create the baalc conditions required for tbe success 
of an industry. It cannot, for example, arrange for raw 
materials, create markets or provide the requisite entrepre¬ 
neurial skills. Even in the financial field, it bas to be 
recognised that the corporutimi which is required to function 
on business principles can only stretch itself to a point and 
take only limited and calculated risks to foster the estabUsb- 
meat of industries in the underdeveloped stales. For a major 
breakthrough, assistance has to be provided in other ways and 
poaslbly through different agencies".* 

IV 

HEALTHY STOCK EXCHAH6ES ESSEHTIAL 

In view of the contribution to the financing of the private 
aector by tbe financial institutions by way of long-term finance 
of loons and in some cases by shares and also in view of the 
underwriting functions undertaken by these institutions, there 
has been a general feeling that the private sector has ceased 
to be efficient and healthy stock exchange system has become 
unnecessary. In fact, the view has been expressed In higb 
quarters that in view of these recent developments one can 
afford not to worry about an active capital market. Such a 
view is extremely ahort-sighteit. As long as then is a private 
sector which hat to function effectively and effielantly, tbe 
need for a healthy and active .siook exchange is absolutely 
urgent 

In the first place, these financial institutions do not 
provide all the necessary initial finance for new buslnesaes. 

* Chairman's speech at the tenth annual general meeting 
of the IFC held in September, 1668. 


A large proportion- of theequNy ooirital required Iqr eompaales. 
has to come from the general public, and this will only.'cams 
under two conditions: (a) that the public has «iouidi savings, 
and (b) tiut there is a healthy stock exchange wUch wlB 
enable the saver to choose bis investments, to buy and aril 
them as and wh«i he desires. Theie should be a market to 
enable him to shift his investments from one asset to another 
and from one company to another. It should ensure the 
liquidity and marketability of his investments. When he needs 
funds for consumption, be should be able to sell his investmnits 
readily. 

Sluggish Naricct 

Witiraut these faciUties, the general public would not 
be interested in industrial securities. A healthy maricet helps 
in allocating the savings of the public to alternale uses accord¬ 
ing to preferences; it satisfies the different tastes of savers 
and the needs of investors through Its financial institutions. 
Unfortunately, on account of various developments in the 
'sixties, the capital market became sluggish and the flow of 
fun^ to industry dried up. It is true there were many factors 
at work. In recent years, partly on account of recent eon- 
tinuoua drou^t leading to n great decline in agricultural 
production, both the rate of growth of national income and 
of savings declined. The ratio of savings to national income 
which had reached about 10 per cent in 1964-66 had diminished 
to eight per cent and below. This decline in savings is a 
very serious factor; but the taxation policy of tbe government 
was a further aggravation. 

In fact there has been an inherent conlradiction between 
the Industrial policy of the government and its fiscal policies. 
The Industrial policy especially in Its recent evolution and 
stress on the importance of the private sector in the mixed 
economy of the country could broomr effective only if the 
fiscal policy la in consonance with it. A significant expansion 
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of the privBte eector and its contribution to induatriai develop¬ 
ment can only take place if ita finandii resource! match its 
obligations. The private sector undoubtedly needs a certain 
amount at foreign exchange for capital equipment and some 
essential Intermediate goods end other raw materials not 
available In the country. This has been recognised and scarce 
foreign exchange has been allotted In terms of availability 
and priority. Through foreign collaboration too a part of the 
foreign exchange needed for purchase of machinery was secured. 

Private Sectar’s Keeds 

The needs of the private sector in terms of rupee capital 
were not equally recognised. The financial and olher Insti¬ 
tutions which have bran set up after Independence provide 
long-term capital and underwrite shares and securities. But 
industry requires initial capital in the form of equities. Here 
there is still a gap. The existing inatitutlon that is capable 
of doing BO and actually is doing to some extent is the ICICI. 
But Its resources being limited, it has necessarily to adopt a 
highly selective approach. The LIC has recently taken a 
positive step and is underwriting Industrial equitlM and also 
investing in industrial companies. The UTI is also similarly 
investing in equities: but even so, the most important source 
of finance for the equity capital of industrial companies Is 
the large body of private savers. Their investments in equities 
have become very marginal due to a number of cariaes of 
which the most important it the fiscal policy of the govern¬ 
ment. Only last year's budget gave some welcome recognition 
to the need for strengthening the capital market. 

The government's fiscal policy tended to damage the 
efficient working of the capital market. The dividend tax, 
the high corporate tax, the capita] gains tax and various 
other taxes which hit savers, all tended to both reduce the 


■aiding of the public and to weaken the incentive to invert in 
the shares of industrial companies. Actually tbe returns from 
equities to shareholders of the new companies hove become 
negative showing heavy losses to investors. The greater 
attractiveness of oltemative forms of investment has led to a 
reluctance on the part of the shareholders to Invest The 
basic tax of SS per cent on companies and tbe corporate tax 
on dividend should be reduced. The income fnun such iimab- 
ment should be treated as earned income as aimllar Inaome 
from government securities is dready so treated. Tbe govern¬ 
ment's mistaken view that investors are rich and con be 
squeezed should bo changed. The sbarehdders actually are 
by and large middle-income groups who would be willing to 
channel their modest savings to support tbe countiy's Industrial 
ventures provided their savings are intact and a reasonable 
return ia assured to them. Until the government recognises 
this basic point, the financial needs of tbe private sector canfiot 
be fully met. 

The Indian tax system bears more heavily on the corporate 
sector than elsewhere. While the corporate sector's tax is 
SB per cent in India, it is much less in other countries such 
as the USA and the UK. It is true that some compensation 
is found in our fiscal pidlcy by which considerable deveUmment 
rebates are granted and a tax holiday is given to new companies. 
But even taking all these into account, there is no doubt that 
the heavy corporate tax in on underdeveloped country such 
as India has contributed to the difficulty of industrial finance. 


FISCAL MEASURES TO PROMOTE SAVINGS 

Industrial enterprises in India are deiicndent on external 
finance to a larger extent than in western countries. This 
difference in the pattern of corporate finance should be 
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attributed to amatter retained eaminga in India which have 
condderably declined over auceeaalvc Flan periods. The decline 
has been very aubatantial In the ease ol large companies (with 
paid-up capital of more than one crore rupees), particularly 
since IMl. The proportion of internal resources to total funds 
has steeply declined from 67.8 per cent in 1861-63 to 53.3 per 
cent in 1863-64. The dividend policy of some of the industrial 
companies has also been partly responsible for the poor 
perlormunce of retained eamings. Depreciation and other 
avaUable funds ere not as large as in other countries. The 
greater external reliance does imply that the capital market 
should function efficiently so as to satisfy the increasing 
demands of the corporate sector. But this has not been so. 
The price performance of industrial shares in India has been 
very poor compared to other countries such as the UK and 
the USA. The shareholder has suffered great losses during 
the last few years. The public subscription to shares had 
become so poor that the proportion of issues ol new companies 
which the underwriters had to carry on their own shoulders 
had tended to become high amounting in 1864-65 to as much 
as 83 per cent. Even in the case ol established companies 
the proportion Is 40 per cent. As a result, there is a decreasing 
reliance on equiUr capital for financing new projects—the 
proportion of equity finance to total finance for such projects 
declined from 58 per cent in 1903-53 to 38 per cent in 1864-55. 
The proportion of equity capital from the general public feU 
from 25 per cent to three per cent. 

It should be a matter of great concern that individuals 
are no longer taking any interest in the equity shares. The 
derendence on the financial institutions is growing to an 
excessive degree. The so-called institutionalization of the 
capital mark^ should not replace the individual who should 
be the basic source of savings. Even in the USA and the 
UK where institutiimal funds are avaUable in bulk, the Indi¬ 
vidual stilt holds far greater proportion of the outstanding 
stocks. Further the capacity of government controlled financial 
institutions to replace the individual investors is also limited. 
The only organizations subscribing to industrial securities are 
the UC. the IDBI and the UTI. Even with the addition of the 
ICICI, the combined resources of all of them is too limited 
to meet the entire demand of the private sector for new equity 
securities and that except for the UC and the UTI all other 
institutions derive their finance only from government. Thc.v 
do not draw upon the savings ol the community. Further 
thu democratic structure of the shareholdings by individuals 
should be regarded as a healUiy feature of the corporate 
enterprise. 

Corporate Sector’s Performance 

Several explanations for the slugglshitess of the capital 
market may be given; but not all of them are valid. The 
performance of the corporate sector is not bad; indeed it 
compares well with that in the UK and the USA. The growth 
of the corporate sector's profits has also been faster tium 
the rise in the general level of prices and Indiutrial production. 
What is needed is a sounder fisca] policy which would give 
encouragement to plough back tbe profits and bring about a 
revival of market for equity capitaL 

It took quite a time for the government to recognise this 
fact Recognition came slow but has now come about; parti¬ 
cularly in the 1868-69 budget some of the measures which were 
adopted had the effect of a good shot in the arm to tbe stock 
exchange. Thua in the field of personal taxation, annuity 
deposit scheme was discontinued; taxation on dividend inctnm* 
was aUo liberalised. In regard to the corporate sector, apart from 
the abolition of tax cm excess distribution of equity dividends 
and the reduction of the rate of surtax, the Finance Act 
provided also for Uboral deduction from taxable income of 
■peclfled cetegoriee of expenditure incurred in connection with 
riaing agricultural ouhsut and promotion of exports. Another 
Important provision woe the abc^tlon of the diotlncticm between 


earned and unearned Incxstnes and the exemption of Ba 800 
dividend Income from taxation. While Utcee meailjces sn 
welcome, there ahould be continuity of the poltcy and further 
liberalization wherever possible. The savings rate cm which 
ultimately industrial and other finances depend can olao b» 
increased by special tochniquew of savings promotion. The 
duty of tbe government and of the stock exebangM and the 
UTI should be to provide different kinds of Incentive aehemes 
to draw funds from different classes of investors with tiietr 
different peychologles. Much would depend upon the Ingenuity 
of the government in raising resources through meeting the 
varying needs of the Investor. The establialnnent of Um UTI 
is 8 significant contribution to increasing savings. It would 
be desirabie to have not only more unit trusts but unit trusts 
to be organised in the private sector. In the USA the Mutual 
Funds which are the counterpart of the UTI have made a. 
aignlflcant contribution to eavings. Similar possibilities exist 
in India. 

Recent Trend 

Another recent trend has been the distinct shift In favour 
of fixed income-yielding securities, preference shares and 
debentures. The proportion of preferotee shares and debmi- 
tures has been increasing and since 1963 almost 00 per cent 
of them have been offered to public subscription. CWly 
companies which were in urgent need of external finanoe ooine 
to the market. Isaued large amounta at fixed ineosnaadshllpg 
eeeuritiea and offered almost the full amount to the j^^e 
tor subscription. At the some time only a decreasing jpigpor-’ 
tion of equity capitri was offered to the public except In 1868. 
Lastly, market value ol shares issued during these years have 
shown substantial decline. 

The capital market which was functioning with a reosonpUe' 


KNOWN FOR QUALITY 
THE WORLD OVER 

The world map It virtually the Harvey export map. 

Harvey yarns and fabrics go to almost every country. 

In 1968, exporte amounted to 7.41 million lbs. ol yam 
and 13.72 million yards of Industrial and civil fabrics. 
Today 'Hsrveys* Is a name trusted In the world marhtt. 
Unrivalled technical experience and up.ta>date 
machinery and manufacturing techniques guarantee 
the high standards of these well-known Harvey Products. 
HARVEY YARNS (in counts from 3t to lOOt- slnglo 
and folded in hank, cone or cheese) and tynthallc yarns. 

HARVEY INDUSTRIAL FABRICS (tyre cord warp 
theale, belting ducks, industrial lenoa and canvases) 

HARVEY FABRICS (Drills, poplins, sheetings, 
suitings, gaberdines, tussores, furnishing 
fabrics, etc.,) 


wumv 



tnnm 



For samples and full paiUculara, contact 

MlIkDUlU MlLbS Oa I.TD« 

Madurai, S. India. 

Managing Agento: A. A F. HARVEY LTD. ] 

London Corraapondants: ’ 

HARVEY BROTHERS A6ENCY (INDIA) LTD. | 

8/tO Cllffordt inn. Fetter Lone, London, E. C 4. 

Harvey Exports in axeead Rs. 11S million 
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THE HOUSE OF KILLICK 

To sonw* we ate power planners; others say we are textile technologist!.; some know us 
as enttepieneuis in mining. Our long connection with cement k widely known New engi- 
neeiing units—electric fumace manufacture foi example—^have opened new vistas of deve* 
lopment Marketmg (which includes exports) is our forte Kilhcks’ connection with 
shippmg is long-standing. Growth into newer fields is contmuous on out cards 

KIIUCK INDUSTRIES LIMITED 

ELECTBianr : COTTON TBXmBS : MANGANESE • COAt : CEMENT—rOBTLAND 
AND WHITE : BNGINBBBINQ t HBfPING : IMPORT : EXPORT : GENBRAL 

INSURANCE. 


‘KILLICK HOUSE’, HOME STREET, 
FORT, BOMBAY-1. 









dagifs «t MBOmm iMmM mcr tn a* mi^.ot mh* 
ChbiMV aggMHian «td. tbs: flaml niMauKt that lol)ow«d It.. 
The htegaitloo at the eipitll .market iIk led to distortioD 
la the stnietuxe «1 the oorporate eeetor. The dimndty in 
gettiw aeeeai to the capital market reduced the numfaer of 
Inch imna and a heavier recourse to borrowing. Since » 
good porttai td ft was dbatt and medium-term, the r^ayment 
diffleu^ impaired managerial etttdenqr. Vor. with the dUfi> 
vulty in raising equity capital and the institutional Investors' 
preference for preference sharca, corporate sector has to tall 
in line even at tim ride of the capital structure becoming 
lopsidad. iB recent years, especially after llWPde, the Avidend 
earning capacity of meet' companies declined. During lB6S-8e, 
40 per cent of the 1,333 companies each with a paid^p capital 
of Rs 3 lakhs and over either declared no dividend or a very 
low one. The diainnan of the IFC baa imported that its 
inveatmoit in aharea of Industrial projacta at the end of June 
1988 amounted to Rs 10.S croiea yielding as income from 
dividend of about halt per cent against Its burrowing of 5.3 per 
cent to six per cent. The problem of diapoaing irf Shares 
devolving on the corporation as a reault of underwriting 
commitments has continued to be a difficult one. The growing 
disparity has smashed the cult of equity. The corporate 
sector has sought to finance its long-term investments by 
resorting to short- and medium-term borrowing, and the gov¬ 
ernment has encouraged this proceaa by treating interest paid 
as an item of expenditure and taking to dividend twice, once 
as part of the companlea' profit and second as part of the share¬ 
holders' Income. More recently, in 1968-89 bud^, as pointed out 
earlier, the government has granted exemption from tax for 
the first Bs 500 of dividend income and for the first Rs 1,000 
of the, divid«id of the UTI and a tax-free certificate for 
four years for investment In capital isBues sublect to certain 
conditions. 

An InterMtIng Suggestion 

One suggestion which 1 would like to make In order to 
energiBe the capital market is to pennlt industrial companies 
to pay a minimum rate of toterest, say about four per cent 
on all new equities issued to the public leavtog the ahareholderE 
to receive dividends according to profits earned. The interest 
of four per cent should be treated as expenditure like that of 
borrowed capittd. This may seem a somewhat novel an<l 
even revolutionary suggestion. But there Is notUng inherently 
wrong or objectionable in it. If this is done, there will b« 
some incentive to the shareholders to invest in equities because 
of the guaranteed rate of interest. 

To conclude, there has been a revolutionary change in the 
character of industrial finance sidee 1951. The rapid indus- 
trlailution that has taken place in the country with its great 
diversification haa led to large and increasing demands for 
finance of various kinds. Institutional finance which was 
wholly absent in pre-Independence India is now playing a very 
Important role. The ability of managing agents to provide 
ftoance has declined. Their contribution to the financing o( 
large companies is very modest. On the other hand, managing 
agents atill play a rignilicant role in the financing of medium 
and xdativsly a»"«ii companies. With the Impending abolition 
of the managing agency system there could be a lacuna in 
the ftoaneial structure rduting to medlum-sised companlea. 

Another basic factor affecting industrial finance is the 
inadequacy of total savings in the country. Because of the 
lower rate of growth of national Income in recent years 
combined with other factors the proportion of savings to 
nattotUl income haa daclined. But there are hopes of recoveryj 
thawfca to IneFaaaed agricultural Income, the zund sector baa 
large tocagoBN which need to be tapped and mobiliBed. A part 
of the laeomM in the rural sector wU undoubtedly 

go to direct Investment in agriculture and other activities. 
But ft ■honM be pcHlble to divert a substantial proportion of 
the taasMeiad Income to the financial and banking aystem. If 


thto^Jtai.don«k..4t.:wqiiM enMikt .liidtii^ to 
indizectiy titnt^.fhe bardetiw aygkm, throuih 
zathm of n»al itmds, Cmnpared to tiw'pitaation befete 
the situation today is certainly much bettor. Th«rt ta tmy 
reason to hope that finances drill not be a serious bottleneck 
for more raidd induatrlal devetopment Mention should be 
made of the various measures taken hr thg BBl to extend 
credit facilities in various ways and tor vartoua purpoaca. 
The credit guarantee system for the amall industry, to et^rt, 
the psekage credit that la being given to industry for exports 
and the refinancing facUitiee afforded by banks, are all 
substantial improvements in the financial stnwture. Tbe deci¬ 
sion of the IDBl to directly finance exporters ia another widconw 
trend. Altogether the prospects for better financing of industry 
are bright. 

Serious DHRcttltiei 

Until recently the difficulties of the medium and small 
tnduatriea in raising sufficient resources were very aarioua. 
As has been pointed out eorlier, Uie supply of credit to nwcUum 
industries by managing agents was a much larger proportion 
of their requirements than that to their companies. With 
the proposed abolilion of managing agency system, there la 
bound to be a gap in the source of fiimnce for medium 
industries. It is necessary that this gap should be fiUad Iqr 
specially requiring one of the existing financial institutions 
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to Mt aside a laisar portion of its naiata to medi um indue* 
tries. The difficulties of small Induatriaa in aeaurlng adaquate 
finance still peniat. Until the Small Industries Board was 
established, which made earnest and continuous efforts to 
ensure greater flow of credit to smaller industiiast they bad 
to depend upon money-lenders, ‘multanis* and others for their 
financial requirements. On account of the rigidity of the 
commercial banking system, they had to resort to borrowings 
from their relatives and friends as well as from money-lenders. 
However, since 1S58, conditions have greatly ctaan^. The 
State Bank of India and other commercial banka have now 
announced their policy of granting working capital to amall 
industries and during the last year, the total amount of bank 
credit to small industry was of ^ order of Ht 30 crores. 
The National Credit Council, which has been established in 
pursuance of the policy of the social control of banks, has 
indicated to the bwks a target of Rs 100 crores which Is to 
be provided as working capital to the small Industry. If this 
derision is imptemented, there ta no need tor small Industries 
which are viable and which have promise of profttability to 
suffer fbr lock at woridng capital. 

But their needs for relatively long-term capital lor pur¬ 
chases of machinery and equipment and for expansion would 
remain: these have been met only partially by the National 
Small Industries Corporation. The small industry sector so 
far has been getting only a smalt fraction of its credit require¬ 
ments from institutional sources. From a survey conducted 
by the Development Commissioner of Small Industries it seems 
that only about 20 per cent of the credit needs of the small 
sector are met by the Institutions. For the rest, it has to 
be dependent largely upon tntemai sources and open loans 
from friends and relatives. During the third Plan period, 
the financial assistance given by different institutions to all 
industries—large, medium and small—amounted to Rs S73.3 
crores. But only about Rs 18 to 30 crores were advanced to 


small indtistries by state financial coeporatieoa. It bas baai 
stated that the addlttonid fixed laveatmant aeadad .fagt this 
aector would be about Rs 2S0 to 800 crores by the end of 
the fourth Flan. At one time a proposal to set up a financial 
institution specially to serve the small industry sector was 
seriously considered. But the proposal was not praaaed because 
H was felt that through the commercial banks and existing 
flnanrial inititutloni, it should be possible to meet the essential 
financial requlrementa of the small industry sector. Working 
capital requirwnent might be of the order of Rs 600 crores . 
by 1073-74. In view of this it may be hoped that the short-term 
credit needs of the small industry sector may be fuUy provided 
by the State Bonk and other commercial banks. 

Question of Resources 

In the fourth Flan, the investment targri for the . private 
Induotrial aector ia to be of the order of Rs 2.SD0 crores for 
large and medium industries. The question arises whether 
the sources available lor private industry will provide all the 
required amounts. If the capital market improveo—and this 
would dqiend very much upon the fiscal policy of the govern¬ 
ment—it may be expected that the investing public might 
show a greater degree of interest in industrial accurities. In 
the fourth Plan, therefore, it is possible to raise fay way of 
equity a much larger proportion than in the last few years. 
Provided the economy recovers fast from the recent recession, 
industry might be expected to work at full capacity and earn 
reaaonable profit. The expriitation of profit will undoubtedly 
stimulate further expansion as well as establishment of new 
Industries. It may be reasonably expected that tlw proportion of 
internal resources available wiU gruaUy improve. Tite foreign 
private capital in partnership with Indian industry or separately 
might also bring in u reasonable amount of capital. For the 
balance, commercial banks and the financial institutions might 
be expected to provide no less than S5 per cent of tlu* credit 


Are 

you a small Industrialist? 

LET GOVERNMENT HELP YOU THROUGH N.S.I.C. FOR 

MACHINES 

on easy instalment payment basis 

PRODUCTION 

of prototypos of machinory and machine tools and 

TRAINING 

to skillod and unskilled workers at the Prototype & Production 
Contres et Okhle (Dolhi), Rajkot and Howrah 

CONTRACTS 

assistance from D. G. S. A D. and Railways for supply of stores 

DISTRIBUTION 

of Radio Vaivos and Transistors manufactured by Messrs Bharat 
Electronics Ltd., to smell radio manufreturers. 
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The National Small Industries 
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mouNOiL and Indian Airlines work together like a weU- 
matdied team, indunoil supplies top quality aviation 
fitel for domestic flights throt^h 50 refuelling stathns at 
airports all over the countryaMore than 50% of Jnttia’s 
aviation fitel requirements are met by indunoil which 
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requirements. Tile UC and tlie UTI might add another 4.6S 
tp five per ceati the tenp credit by commercial banks might 
add up to another five per cent Thus there should be no 
insuperable difficulty In finding the neemmry finance. In 
spite of the shift in emphasis and responsibility to agriculture, 
tbere should be no difficulty for the commercial banks 
to provide the needed ivorking capital for industry. The 
revival of public deposits with industrial companies will ilso 
be a help: under suitable safeguards, they can serve as 
additionBi resources fur working capital. 

Whether it is internal or cxteinal finance, or whether it 
be finance tor the private sector or the public sector, uitiinatrly 
the main source is national income. The rate of savings, in 


terms of national income has gone up from five per cent to 
10 per cent since 10.11; but in 106S>60 and l&6fl-67, if has 
gone down. What we need is therefore the raising of the 
level of savings to around 12-14 per cent In the next 
five years of the fourth Plan. It is not enough if aavinga 
increosc. It is also a question of diverting savings from 
unproductive investment to productive Invcatmnnt. Also it 
should be a policy (j ensure tbot the sav’ings flow through 
financial institutions which alone can finance essential require¬ 
ments. From this point of view, the incrt'aswl Income with 
the ngnculuirisis. however welcome it is. can be effectively 
utilised only if it can be mobilised by the banking system 
and for various economic sectors. But taking an overall viem, 
one can reasonably be optimistic about the future. '.. 


Trends in Our Foreign Trade 

MANUBHAI SHAH 


WE MAY first review in brief tlie trends in worlii economy 
and their impact on our country and other developing countries. 

According to the latest Lssuo of International Financial 
Statistics, the monthly huHetin of IMF, the value of world 
exports excct'dcd $200 billion (Rs 150,000 crores) over Iho 12- 
month period ending September 30, 1068. This is a record 
level in world exports: it represents doubling of the value of 
world exports in a decade. The distribution of the export 
trade among various countries of the world varie.<i consider¬ 
ably. The increase in the dollar value of total world exports 
was 101 per cent from 10.10 to tlie year ended September 30. 
1068. The rise for industrialised developed countries was 116 
per cent. The exports of oil-producing countries rose bv 75 
per cent while those of other developed countrie.s rose by 59 
per cent. The developing countries, however, lagged far 
behind; their combined export earnings rose only bv about 
six per cent between 1059 and 1068. What a great pity! The 
“Development Decade” announced by the United Nations (UN) 
for the developing countries of the world is indeed turning into 
a “Frustrating Decade" for them. 

India's exports in the pre-devaluation years had touched 
the highest level at Rs 1,287 crores (equal to $1715 millionrs 
Rs 817 crores at pre-devaluation rate of exchange) in 1864-65 
(April-June). After receiving a .severe setback in the imme¬ 
diate po.«t-devaluation period when exports fell to Rs 1,157 
crores in fiscal year 1966-67, the value of India’s exports in 
post-devaluation terms touched Rs 1200 crores in 1967-68 
(fiscal year). The exports may reach Rs 1,350 crore.s 
in 1968-69 (fiscal), i.e., abiiut Rs 63 crores more in relation to 
1964-6.1. What we are witnessing today is basically a rccovcrv 
from the disastrous effects of an Ill-advised devaluation of the 
rupee in June 1966 which did not help in stimulating our ex¬ 
ports R.s the following figures (Table I) show; 

TABLE I 

INDIA’S EXJPORT8: 19644fr>-1968-6» 


Pre-devaluation year 

$ million 

Rs crores (at 
post-devaluation 
rate of exchange) 

.tune 1964—-May 196.1 
Pre-devaluation year 

180.3 

1353 

■lune 196.1--Moy 1966 
Post-devaluation year 

1720 

1290 

June 1966-May 1967 
Post-devaluation year 

1.125 

1144 

June 1967-May 1968 
Post-devaluation year 

1640 

1237 

1068-69 (Estimate for April-March) 1800 

1350 


There was a steep decline in the value of our exports (In 
terms of foreign currencies) after devaluation. With all the 
expected and planned Increaoes in the exporta at steel, en¬ 


gineering goods, cut and polished diamonds and predous stones 
valued at obout Rs 200 crores, there should have boon a nib- 
stantial increase in our exports above the level reached in 
1964-65 (fiscal). Let us hope that la 1069-70, our exports 
nut stagnate at the level nttninecl in the current year. Inci¬ 
dentally, ns compared to the exports of pre-devaluation year 
June 1064 to May 1965. the exports even for the best poat- 
dcvaluation fiscal year—April 1968-March 1960—show no- 
increase ut all. 

It rnny be recalled that during the five years prior to de¬ 
valuation, our annual exports increased by about Rs 200 crores 
i.e. fruin Rs 610 crores per year to Rs 817 crores per year in- 
1064-65, i.e., the annual rate of Increase wa.s about Rs 40 croree 
per year (Rs 40 crores pre-devaluation »Rs 62 crores at post- 
devaluation rate nf exchange). In some years the annual In- 
rrea.w in exports was somewliat more while in others It was a 
little le.ss. Therefore, the expected incre.-ise of about Rs 62 
crores in our exports, in 1968-60 (fiscal) ov«r the exports ot 
1964-65 (fiscal) after almost three years of cicvaluatlon is not 
any indication of a breakthrough or of a sustained amiual in- 
crca.se in our exports. 

Taking a long-term view, our trade deficit has been pro¬ 
gressively increasing over the years as will be evident tram 
Table II. 

TABLE 11 

TRADE DEFICIT OVER TUB YEARS 








(Rs crores) 


First 

Second 

Third 

1964-65 

lOO?-^ 

Estimates 


Plan 

Plan 

Plan 



for 1968- 


(1951- 

(1956- 

(1961- 



60. Based 


56) 

61) 

66) 



on nine 
months. 


■ (Pre-devaluation rates) 

(Post-devaluation rates) 

imports 

3617 

4882 

6i:)8 

1203 

1974 

1750 

Exports 

3()::o 

3646 

3807 

817 

1199 

1350 

Trade cieficil: 






Total 

Auuuiil 

586 

1836 

2331 

446 

775 

400 

average 

118 

367 

466 


. . 



Our imports include such commodities as foodgrains, raw 
rntton. vegetable oils and vuriour other articles received by 
way of gifts or grants which are also indicated as imports 
in our trade statistics even though they are not received against 
payment in foreign currencies or through any exchange Of 
goods. Therefore, the entire imports under PL 480 and com¬ 
modities imported as gifts from friendly countries should not 
lie included while comparing the movements in the import bill. 

The improvement in the trade deficit in 1968-69 Is more 
the result of a reduction in imports of foodgrains due to two 
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bumper harvests and not because of any significant increase in 
exports. 

TABLE III 

COMPOSmON OF INDIA’S EXPOKES: 1964<85, 1967-68 
AND 1966-69. 

(Fast-devalnathn rate at exchange) 

(Rs crores) 



1964-65 

1967-68 

1968-69 

Estimated 

Jute manufactures 

207.62 

234.07 

210.00 

Tea 

Cotton piece goods and 

198.33 

180.20 

180.00 

nude-up articles 

U8..30 

59.58 

95.00 

Oilcakes 

63.31 

45.46 

50.00 

Spices ^ 

26.65 

27.22 

18.00 

Mca 

Coir yam and 

15.45 

15.05 

15.00 

manufactures 

18.02 

12.74 

14.00 

Manganese ore 

20.90 

11.10 

11.00 

Handloom fabrics 

15.30 

!i.78 

5.00 

Cotton yam 

Ferro manganese and 

14.05 

6.88 

12.50 

terro alloys 

Art silk fabrics includ¬ 
ing synthetic fibre 

0.00 

2.14 

6.00 

fabrics. 

10.38 

1.37 

3.00 

Iron and steel scrap 

12.30 

10.20 

8.10 

Iron and steel 

8.66 

52.06 

78.00 

Leather manufactures 

43.54 

62.57 

71.00 

Iron ore 

Cut and polished 
diamonds, precious 

50.45 

74.78 

85.00 

stones & Jewellery 

10..30 

28.00 

38.00 

Engineering goods 

35.00 

45.00 

95.00 


About two-thirds of our exports are bought by the deve¬ 
loped countries which look upon the less develop^ countries 
as suppliers of raw materials and intermediate goods. The 
remaining one-third of our exports are purchased by Aslan, 
African and L.itln American countries. Indio's market for 
a large range of industrial goods to south Asian countries fell 
from Rs 169 crores in 1960-61 to Rs 135 crores In 1007-68 while 
exports to I.atln America declined from Rs 26 crores in 1060-01 
to Rs 5 crores in 1967-68 and to Africa from Rs 77 crores in 
1060-61 to Rs 70 crores in 1067-68 

Imports from the USA rose from Rs 516 crores in 1960-01 
to Rs 771 crores in 1967-08, from eastern Europe from Rs 70 
crores to Rs 203 crores and from Japan from Rs 06 crores to 
Rs 107 crores. Imports from the UK declined from Rs 362 crores 
in 1060-61 to Rs 158 crores in 1967-68, from the ECM countries 
from Rs 309 crores in 1960-01 to Rs 252 crores in 1967-68 and 
from Africa from Rs 111 crores to Rs 95 crores in 1967-08. 

India has a payments surplus with countries from which it 
dors not impart foodgrains or edible oils, namely the UK, 
Japan and east European countries. The trade deficits have 
emerged with countries from which India has imported food. 
Our Increasing emphasis on foodgrains output should help us 
in reducing the trade deficits considerably. 

The document “Approach to the Fourth Five-Year Plan” 
assigns a crucial role to exports in the fourth Plan. If we have 
to pay for the Imports that are required for economic develop¬ 
ment and also for the repayment of our debts, a progressively 
rising level of exports is essential. 

We have now passed the stage when our imports had to be 


in terms of foodgrains and other agrieultunl raw nwteriali. 
Also regarding machinery and equipmant including heavy 
electrical equipment, we have expanded our industrial capa¬ 
city «uh»tnBtiaiiy so that no more than Ra 200 crores worth 
of machinery and equipment may be Imported on an annuti 
basil even if Induatrialisatlon at a much faster rate is under¬ 
taken by us and industrial sophistication and diversification 
with most complex manufactuns are undertaken. However, 
the need for ad^tlonal imports of non-ferrous metals, com¬ 
plex machine tools, components and parts, scarce and erltleal 
parts, special steels and alloys and certain basic industrial 
raw materials such as sulphur, rock-phosphate, potassium 
salts, mercury, asbestos and other natural raw materials, not 
indigenously available, will continue to rise. 

The draft outline of the fourth Plan estimated nonfood- 
grain imports to rise from US $2150 million (Rs 1812 crores) 
in 1968-69 to US $2600 million (Rs 1950 crons) in 1973-74. 
This shows the huge gap that will be contlnuoudy created in 
fonlgn exchange at the average rate of Rs 000 crores on 
account of the npayment and financing charges of our foreign 
debt liabilities which unfortunately have increased very much 
in terms of rupees due to devaluation. 

Wishful Thinking 

As against this, the estimates in the draft fourth Plan for 
exports Indicate that as compared to exports of US $1800 
million (Rs 1350 crores) in 1988-88, the level of exports would, 
go up to US $2450 million (Rs 1840 crores) in 1973-74. Having 
got an intimate knowledge of the export trade, this figure 
seems to me wishful thinking because for such an increase 
in our exports—about Rs 100 crores increase every year 
—the intensive and vast production base, the necessary pidl- 
tlcal and administrative will and the right type of economic 
atmosphere are nowhere to be seen. In my opinion, 
the right time to take a definite view on our export grow& and 
its future proiections will be the quarter April to June 1970 
after we have watched and assessed the year 1969-70. In I960- 
70, the new growth potentials for exports will have to be 
Identified and strengthened. With very little capital forma¬ 
tion and capital investment having taken place in industries in 
the last three years, and with price stability not yet attained 
by creation ^ buffer stocks or stockpiles, it Is to be 
seen how the prices can be kept in check particularly of Indus¬ 
trial raw materials and foodgrains. It is clear that unless pro¬ 
duction rises all round, capital formation takes place in an 
optimal way and costs of production of goods in general and 
nf export goods in particular are brought down, exports will 
find it very difficult to pick up even with added cash incen¬ 
tives or Import entitlements (the current import replenish¬ 
ments are only another name for the previous import entitle¬ 
ments on a slightly reduced scale). 

It is therefore very necessary that instead of being com¬ 
placent due to marginally favourable trends in our exports in 
1968-69, the industry, business and government Shotdd take 
quick and right decisions in regard to the various steps and 
strategies required in respect of each important commodity 
with the sole objective of maximisation of exports on a sus¬ 
tained and expanding basts. We will have to take a big hand 
in developing all-round production of commodities and goods 
in the country as a whole, The highest priority wiU have to 
be accorded to agriculture. Increased and intensive produc¬ 
tion of agricultural and industrial goods is the ker to 
expansion in exports. 

Viewed in the light of long-term trends, 1968-69 looks to 
be a good year for exports. There is however no Justification 
for the exuberant optimism of official handouts; aU that this 
year's spurt has achieved is to recoup the losses suffered In the 
last three >'ears. In the first nine months of the current fiscal 
year, exports in 1968-69 were about seven per cent above the 
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New Symbol for a Trail-Blazer 

In kaepinfl with modtm timef lOL. plomnr In lit field, intioducet 
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onvioua peak 1864>65, but ttaia gain neadi to be sat ott 
the vary large increase in export capacity which has 
^turally taken place in the part l«iur years and lurther accen¬ 
tuated by the recession in iutemai dmand. 

j ,^«iring ahead to the luture, the point to watch out is not 
the total value ol exports but its composition. In 15 out oI 
the 21 traditional commodities which provide the great hulk ol 
earnings, the values realized per unit were lower 
than last year. Tea exports have failed to register gains in 
terms of larger earnings from exports even though the tea 
harvest was u bumper one last year. Jute exports are down 
lor the third successive year, pointing to the harsh truth that 
| .„na is being priced out of the world market. 

What we have to realise is that a sharp devaluation suen 
us the one we resorted to in 1856 makes the exporto of tradi- 
goods suffer the most. About tbree-tourths of our 
annual exports consist of those goods which were being ex¬ 
ported, prior to devaluation, on their own at export prices in 
parity with internal prices without any signilicaut help or 
subsidy. Naturally on devaluation the foreign buyers exerted 
tremendous pressure on us to get the maximum advantage by 
reducing the prices of these goods in terms of foreign currency 
because that is the plain meaning and result of any devalua¬ 
tion. However, in order to protect ourselves from this sudden 
loss, we had to impose heavy export duties on these goods. 
These export duties can never last long against the constani 
and powerful pressures from the stronger foreign markets. 
The net result is that we are forced to reduce end abolish 
these export duties as early as possible making us export mure 
quantities of these goods (which constitute the biggest portion 
ol our exports) and earn less ol foreign currency because a 
large part of tte benefit of removal ol export duties passes on 
to the foreign buyers by a continuous reduction in unit values 
of these products in terms of foreign currencies. This is an 
inescapable consequence ol a steep devaluatiim. 

Thus, with the tradlUonal items hit by faliing prices, 
reliance upon new products for exports has to be correspond¬ 
ingly greater. Striking increases in the export of engineering 
goods (up by 100 per cent) steel (up by 25 per cent) and iron 
ore (up by 14 per cent) in 1958-09 were secured. In this field, 
the high-value bulk orders made a significant contribution. 
This be sustained by correct policy measures backed by 
intensive production programmes. 

Striking increase 

While the Increase in exports in 1858-59 was striking in 
such items os engineering goods, steel, diamonds and precious 
stones, some ol the important traditional industries, which 
contribute to the bulk of our export, are In a very depressed 
state. Therefore, there is Imperative need to restore their ex¬ 
ports and stimulate them by suitable action. One of the im¬ 
portant steps seems to be to considerably reduce the export 
duties on such items as Jute manufactures, tea, mica and manga¬ 
nese and iron ores. This alone can restore the competitive 
streiigth of these commodities in world markets. It is also 
very necessary that the production of these items should be 
accelerated and large Investment finance should be provided 
to these basic export industries by immediate, specific steps 
taken In that regard. Modernisation of these industries as 
well as greatar attention to the restoration of health to the 
cotton textile Industry are clearly indicated. Much needs to 
be done about the development of caahew idantetions. This 
is a very vital cash crop which has been showing signs of 
definite improvement in exports and more rapid increase in 
its export is possible if we can Increase the area under cashew 
in dltterent parts of our country which are ideally suited to 
this enp, 

A jbmewhat difterent approach may have to be made 
to such Items as oilcalus and blade pepper. In the same 


manner, sustained and diveislfisd cash sssistonw and Import 
replenishments will be necessary to see that the Increase in 
the export of steel, engineering goods and industrial machinery 
is well maintained and even expanded further by suitable 
liberal provisions for exiwrt finance. 

Improvement of Quality 

One of the must important present-day problems whlcb 
will also continue to face us in the years to come will be the 
need for improvement in quality of our manufactures, intro¬ 
duction of new, and sophisticated designs of our products and 
their packaging to satisfy the demands of our customers. Syste¬ 
matic improvement in the quality of our products and their 
packaging has to become our foremost objective. In this field 
wc may envisage a wide programme of research to find out 
the effectiveness of measures already adopted. 

Competition hi international trade makes it necessary for 
us to think in terms of more competition in the internal market. 
In order to face such competition abroad, we should be pro¬ 
perly conditioned to work in a highly competitive economy at 
home. This raises the question of some of the controls and 
restrictions, which might be a stumbling block for developing 
a fully competitive economy within the country. I am glad 
that the governments both at the centre and In the btates have 
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been taking « realietic view in this ngard. With more com¬ 
petition and less restrictions and controls, our economy will 
become healthier. There has been some r^xation in controls 
lately which has helped production and exports. I hope that 
the area oi selective decontrol will be progressively enlarged to 
enable enterprises to show their best and make Indian pro¬ 
ducts cheaper and better through increasing competition. 

The position regarding our balance ol payments should be 
examined frutn the positive angle oi creating conditions which 
would improve the balance of payments. Import substitution, 


impart avoidance and import reetriction an undoubtedly very 
important and urgent methods of reducing our Import bill 
However, these measures require JudiciouB dedaiona so aa not 
to hurt our economy by unthoughtful actions. We have to 
depend on selective imports for a period, If the present pace 
of developmmtt and pattern of planning are to be maintained. 
Therefore, we should carefully watch our Import requirements 
and our outgoings on invisible accounts. At the same time, 
the question of essential imports requires full conslderatioti. 
Import substitution has to be carried out with care so us noi 
to impair the economy. - 


The Role of the Finance Commission 

P. K. BHARGAVA 


AN ESSkNTiAl- lenture of a federal structure is the division 
of functions and resource.s between different layers of govern¬ 
ment. This division of functions and resources is based on 
the written provisions contained in the Constitution so that 
the problem of overlapping and conUict in the fiscal operations 
of different layers of government is ininimiaed. To optimise 
the utilisation of resources and to ensure the maximum welfare 
of the federation, it is inevitable that the division of functions 
and resources should be based on scientific principles and 
on efficiency considerations. The Constitution of our country 
divides the functions and resources between the centre and 
the states in a manner that corresponds to scientific principles 
and efficiency cunsideriitions. so that what belongs to one 
government is placed m its sphere. Thus, the Govenunent 
of India has Ih-cii assigned subjects of national interest. In 
all, there are S7 items in the union list.(l> The state legis¬ 
latures luive exclusive authority to make law in regard to 
so entries. (2) Ucsides. there is a concurrent list consisting 
ol 17 itcins.(3} The (livtsion of rcsoun'cs is also based on 
clfieieney considerations. There is a clear bifurcutiuu of tax 
jurisdiction between the central and state governments, in this 
manner an attempt has been made to avoid duplication in tax 
administration or competitive exploitation of the same tax. 

a 

Central Jurisdiction 

The taxes under the legislative jurisdiction ol the Govern¬ 
ment of India can be grouped into four categories. — 

(A) 'faxes whose entire proceeds are retained by the 
centre. (4) 

tU) 'faxes whose proceeds are shared with the 8tates.(5) 

(C) 'faxes whose entire proceeds are assigned to the 
states, (ti) 

(U) Taxes to be collected and retained by the state 
government. (7 j 

Thf> jurisdiction of the state government extends to land 
revenue, excise duties on alcohotic liquors, opium, hemp and 
other narcotic drugs, taxes on agricultural land and income, 
taxes on lands and buildings and mineral rights, taxes on sale 
and purchase of goods other than newspapers, stump duties 
and regiatrution fees, (oils and capitation taxes. Taxes on 
the following are also assigned to the states: Consumption 
and sale ol electricity, lulverlisements other than those pub¬ 
lished in newspapers, entry ol gomts into local area, goods 
or passengers earned li.v road or inland waterways, vehicles, 
animals or boats, luxuries including entertainments, amuse¬ 
ments, betting and gand'ling. employment, professions, trades 
and callings. There is also u provision that if a state or 
local Butburity was levying a tax (now in the union list) 
lieforc tlu' commencement of the Constitution, it can continue 
to do so until prohibited by Parliament. The ntsiduary powers 
of taxation vest in the union authority. Broadly, this division 
of resources and functions is based on the Government of 
India Act, 1B3S, except that export duties are not shared with 
the statoa (fixed grants were given for 10 years to Jute growing 


provinces to enable them to adjust their Itnances). in tb,- 
cusc of taxes on trades, professions, callings and employment 
the annual limit of these taxes has been raised from Rs SU 
(in the Govemmimt of India Act, 1035) to Rs 250. Furthtr, 
some restrictions have been placed on the sale and purchase 
of goods and the Government of India hat liMislative jurisdiction 
on the sale and purchase of newspapers and (he advertisements 
therein. 

When functions and resources arc allocated in tho Manner 
descrilicd above, the centre comes to possess elastic and produc¬ 
tive sources of revenue, whereas the expanding social and 
development services fall in the sphere of the states. This 
gives rise to the problem ol non-correspondence between 
functions and resources of the two layers of government. (8) 
As Sir Cecil H. Kish has also observed, “it would be more 
or less of an accident it the revenues appropriate to federal 
and provincial exploitation yielded precisely the sums needed 
for the discharge of federal and state functions.” (9) In 
normal times the ledcral authority possesses the expanding 
revenue resources and inexpansivc functions while the federat¬ 
ing units are burdened with inflexible resources and expansive 
functions—the demand for which is of an expanding nature. 
This creates a serious fiscal gap in the revenue resources and 
the fiscal needs of tlie states; and the states cannot discharge 
their functions satisfactorily unless adequate resources are 
transferred to them from the centre. The transfer ol spending 
power from the federal authority to federating units has 
become a normal feature of federal finance. 

Balancing Factors 

The fiscal gap in the revenue resources and requirements 
of the states, except war time, has been growing and stresses 
the need for balancing factors such as tax-sharing and grents- 
in-aid. in all federations, balancing factors have thus to 
play a role ol paramount importance in bridging the fiscal 
gap. The Indian Constitution makes a provision for the 
appointment ol a Finance Commission, (10) generally after 
every five years, on the basis of whose recommendations 
resources are trunsferreHl from the centre to the states. The 
Indian Finance Commission Is one of the lew commissions 
provided in the Constitution, It has no parallel in federal 
constitutions, except the Australian Commonwealth Grants 
Commission which examines the pleas of different states for 
assistance. It is significant to note that the Indian Finance 
Commission has to play the role of a wise man, a judge or 
an impartial body between the conflicting claims ol different 
states on the one hand and centre on the other. The duties 
of the Finance Commission in India are enumerated in Article 
2511(3) of the Constitution and are as under; —- 

“(a) the distribution between the union and the statea 
of the net proceeds of taxes which are to be, or 
may be divided between them.... and the ellocBtion 
between the states of the respective sfaarea, of auch 
proceeds; 

(b) the principle which should govern the grBnte4n4td 
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of the revenues at the states out of the consolidated 
fund of Sadia; 

(c) the continuance or modification of the terms ot any 
agreement entered into by the Government ot India 
with tile government ot any state specified in Part B 
of the First Schedule under clause (1) of Article 
278 or under Article SOS; and 

(d) any other matter referred to the Commission by the 
President in the interest of sound finance." 

In addition to the matters referred to under sub-clause (a), 
(b) and (e) above, the Finance Commisrion has been aske4 
under sub-clause (d), from time to time to moke its recom¬ 
mendations on some other matters. The Second Finance 
Commission was asked to recommend the principle governing 
the distribution, under Article 268, of the proceeds in any 
financial year of estate duty in respect of property otlmr 
than agricultural land; the modifications, if any, in the 
rates of repayment ot the loans made to the varioua states 
by the Govemmait of India between August 18, 1947, and 
March 31, 1896; the distribution of -additional duties ot 
excise on miil-tnade textiles, sugar and tobacco in replBcement 
of sales tax levied by the state governments; and the 
principle governing the distribution of the net proceeds of 
the tax on railway fares which was proposed to be levied by 
the RaUway Passenger Fares BUI, 1857. The Third Finance 
Commisalon was asked to recommend whether any changes 
should be made governing the distribution of estate duty, the 
additional duties of excise and the tax on raUway fares. The 
Fourth Finance Commiaaion was asked to make tecommoida- 
tlons in regard to the changes, if any, to be made in principles 
governing the distribution of estate duty, additional duties of 
excise, it there is any increase in the states’ sales tax on such 
commodities or products over a limit to be specitied by the 
Commission. 

Tnuliftr of Revenues 

The methods that have been employed for transferring 
resources from the centre to the states are: tax-sharing 
devices, and assistance in the form of granta-in-aid and loans. 
Originally, only the income-tax was a shared tax. Since 
19S2-53, the states are given a share of tho union excise duties. 
The states have also received a share of the estate duty and 
of the tax on railway passenger fares (since 1861-62 grants* 
in-ald are givot in lieu of it). As regards grants-in-aid, the 
states were given assistance for i)ost*war developmort schemes. 
Such assistance was discontinued from 1850-51 except tor the 
Grow More Food Scheme and certain special schemes such as 
adult (social) education and teachers’ training schemes. The 
states have secured large funds from the coitre in the form 
of loans which are given for a variety of purposes. 

(a) IneoBU Tax. 

Under Section 138 of the Government of India Act, 1838 
the provinces were given a share of net proceeds of taxes 
on income other tiian agricultural Income, but excluding 
corporation tax or a central surcharge, minus the portion attri¬ 
butable to taxes on federal emoluments and to CUef Commis¬ 
sioners’ Provinces, minus the share of cost of collection. Sir 
Otto Niemeyer recommended tiiat the share of net proceeds 
of Income-tax to the provinces sboidd be SO per c«it. In 
bis scheme the distribution between the states inter se was 
based partly on residence and partly on population. The 
provlnciri shares were reflxed from August 15, 1847 to March 
3). 1850 and were altered under the Deshmukh Award which 
was applicable fi^ 1860-Sl and was to remain in force till 
the Ftoance Commission, to be set up under Article 230(3). 
made its recomnendations. 

The Expert Committee (1847) on the Financial Provisions 
of the Cimsfitutian. in rag^ to distribution of income-tax 


between the centre and the states, recommended that, "While 
the net proceeds attributable to Chief Commissioners’ Pro¬ 
vinces steuld be retained wholly by the centre, the otlwr 
veservationa should go, and that the provinces should not 
get less than 60 per cent of the net proceeds of all income-tax 
Including the net proceeds of corporation tax and taxas on 
federal emolumcnts”.(12) The recommendations of the Expert 
Committee were not Incorporated in the Constitution. 

The First Finance Commission raised the states’ share 
from SO per cent to 56 per cent of the ‘divisible pool’.dS) 
It further recommended that the states* share sluuld be 
distributed among them at the rate ot 20 per cent on the 
basis of collectiim and 80 per cent on the basis ot tlieir 
population. The coUectian baola affected adversely the titieUy 
populated states and/or relatively backward states such as 
Uttar Pradesh Uiat had large populatioi but coUeuted amail 
amount of income-tax. The collection basis was not Justified 
because economic allegiance at tex proceeds cannot be alloeated 
to the place where it is collected. 

Tho Second Finance Commission raised the states’ share 
from 55 per cent to 60 per cent ot the net proceeds of 
income-tax. It altered the basil ot distribution ot the states’ 
share in favour of the thickly populated states imd/or relatively 
poorer states. It recommended that the distribution of fhe 
states' share tie 10 per cent on the basis ot collection and 
90 per cent on the basis of population. 

Tlie Third Finance Commissiui raised the states’ share 
from 60 per cent to 661 per cent of the 'divitiUe pool’ but 
unfortunatriy it gave greater weightage to collection and iws- 
tored the formula of the First Finance Commission. Tlie 
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Commissiun was ot the opinion that. “taiUnK aU these eonside* 
rations Into account, we> teel that it.would be fair and^ 
cciuituble to restore the formula of the First Commission 
for the distribution of income-tax, namely, 80 per cent on 
the basis of population and 20 per cent on the basis of coUec- 
t(nn.”(I4) While the Fourth Finance Commission endorsed the 
tnrmula iaid down by the First and the Third Finance 
Coumiissions yet it riiisetl the states’ share from 66i per cent 
ot the 'divisible pool’ to 79 per cent. There is a fear that any 
increase in the stales' share beyond 75 per cent of the ‘divisible 
pool’ will adversely affect the centre’s Interest, in collecting 
income-tax, to the detriment of the states. It is hoped that 
the Fifth Finance Commission will take account of this fact 
in making its recommendations, though in its interim report 
it has recommended the continuance ot the existing basis for 
thi. year 1989-70, 

It is surprising that the successive Finance Commissions 
have relied on the same basis ot distribution, viz., population 
and collection and have givm no weightage to per capita 
income indices, though the per capita income figures for 
different states are now available.fiS) The Fourth Finance 
Commission could have used per capita Income figures us a 
basis of distribution as these Indices are satisfactory indicators 
of the relative poverty and backwardness of states and It is (air 
that they should form a basis of transfer nf resources from 
the centre to the States. 

States AlFccted 

The reform in company taxotion introduced tn 1959-80 
reduced the ‘divisible pool* of income-tax and affected the states’ 
fiscal strength adversely. Formerly joint stock companies had 
to twy a corporation tax in addition to the income-tax. The 
income-tax paid by these companies was attributable to the 
dividend received by the aharelmlders. Accordingly the dividend 
received by the shareholders was Increased by the amount 
of income-tax paid by these companies on that part of income. 
This procedure of allowing a tox credit to a shareholder was 
known as “grossing" and the income-tax paid by the companies 
formed n part of the ‘divisible pool*. Under the revised 
scheme the grossing up procedure was given up and in addition 
to the taxes paid by companies they had to deduct Income-tax 
from the dividends paid by them. Thus under the revised 
scheme company profits wore subject to a tax non-refundable 
on corporate profits. The lax proceeds thus did not form 
part ot the ‘divisible pool’ as the corporation tax is exclusively 
assigned to the union government. To compensate the states 
the Guvemincnt of India decided in consultation with the state 
goveinmi'nts lo give special grants to the states till the question 
was examined by the next Finance Commission. ’nu>uid> the 
states were thus compensated they were deprived of an elastic 
and expanding source of revenue. The revenue from corpora- 
tluM tux Increased fn>m Ks 111.05 croros in 1080-61 to Rs 
350.00 crorcs in 1967-6(1 (Budget) or by 215 per cent. During 
the same period the revenue from income-tax (including states’ 
share) increased from Rs 167.38 crores to Rs 290.00 crorcs or 
by 73 per cent.(16) The Third Finance Commission raised 
the states’ share from 60 per cent to 66} per cent of the 
‘divisible pool’ and was raised to 75 per cent by the Fourth 
Finance Commission bin even this increased share was not 
an adequate compensation to the states for the fiscal loss 
they suffered as a result of reform in company taxation. I 
am of the opinion that it is still better late than never that 
the states' share in the union duties of excise (divisible 
between the centre and the st.'iles) be raised from 20 per cent 
to 30 iier cent to compensate the states tor the loss they 
suffered as a result of the reform in company taxation. 

(bi Union Excise Duties. 

It is not mandhtory on Uie part of the union government 
to share the excise duties with the states. The Constitutlcn 
makes no specific provision in this respect and it is left to 
Parliament to decide if any excise duties are to be shared 


with the states and, if sg, the percentage and basis ot Its 
distribution is to be determined by Parliam«tt by law. 

Excise duties have been shared between the centre and 
the states from April 1, 1952. The First Finance Commission 
observed that, “taking all these factors into account we have 
come to the conclusion that duties on tobacco (including 
cigaretU% cigars, etc), matches and vegetable products are 
the most suitable for distribution, we recommend that 40 per 
cent of the net proceeds of these duties be allocated to the 
statcs’’.(17) The share of each stale, the Commission recom¬ 
mended. was to be determined on the basis of population. 
’I’be Second Finance Commission reduced the states’ share from 
40 per cent to 2S per cent but added five more items, namely, 
sugar, tea, cotton, paper and vegetaUp non-essential oils, to 
the existing list ot union excise duties shared with the s ates. 
As regards the basis of distribution between the states, inter se 
the Commission concluded that, “on the whole, we feel that 
it is preferable to continue population as the sole bosis of 
distribution”, but It recommended that. “90 per cent ot the 
states’ share of the divisible union excise duties should be 
distributed on the basis of population, the balance of 10 per 
cent being used for adjustments."! 18) 

The Third Finance Commission enlarged the list of union 
excise duties to 35 commodities, the net proceeds of which were 
to be distributed between the centre and the states. The 
Commission recommended that the states’ share be fixed at 
20 per rent of the net proceeds ot excise duties of these 
commodities and endorsed the view of the first two commie- 
sions that population should be the main basis ot distribution 
but suggested that, “the relative financial weakness of the 
states, the disparity in the levels of development reached, the 
percentage of scheduled castes anti tribes end backward closaes 
in their population, etc., should also be taken into account 
in determining the share to be allocated to each state Indivi- 
dually”.(19) The Fourth Finance Commission endorsed the 
view of the Third Finance Commission regarding the states’ 
share in the net proceeds from union excise duties but it 
suggested that the states should be entitled to get this share 
out of net proceeds of duties of excise on all commodities 
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except resulatory duties, special exctses. duticf and cesses 
earmarked for special purposes. (20) The Fourth Fioance 
Canunission was so generous to the states that it suggested# 
sbaring of even the apedol duties of excise introduced in 1W8 
ID the cemtext of the national emergency exclusively for union 
purposes, but it felt that, "on practical cooslderatiaoa, however, 
we think that It would be desirable to keep the i»oceeds of 
special duti^ of excise outside the sharing scheme.''(2I) In 
prescribing the basis of distribution of excise revenue between 
the states inter se the Commission differed from the Third 
Finance Commission that had suggeated ‘relative finmcial 
weakness’ along with population as the basis of distribution 
and It emphasized that, "we distinguish between economic and 
aocial backwardness of a stato and its financial weaknesB.''(22} 

In estimating the economic and social backwardness of a state, 
the Conunlssion took into ctmsideration such factors os per 
capita value added by manufacture, percentage of workers 
to the total pegnilatton, population per hospital bed, percentage 
of scheduled castes and tribes to total population, etc. 

Unntisfictory Criterion 

Successive Finance Commissions have jdaced major em- 
phaaia on population aa a criterion for determining tiie share 
of Individual states in the share of union excise duties. This 
is not a very satisfactory criterion for distribution of excise 
revenue among the various states. Population has nothing to 
do with the intrinsic nature of excise duties. Excise duties 
are imposed on production, though their Incidence is generally 
on the consumers of the taxed commodities. The population 
basis is unfair to those states that have a small population 
but are big producers of excisable commodities. It may, 
therefore, be advisable that production and consumption of 
these commodities may also be taken into account in deter¬ 
mining tlw share of each state In \mion excise duties. It 
may be stated here that the Fifth Finance Commission, in its 
interim report, has not suggested any change for the year 
1M8-70 in the existing basis. 

Since 1{I67 sales tux on mdl-madc textiles, sugar and 
tobacco (Including manufactured tobacco) was replaced by 
additional duties of excise to be collected by the union guvem- 
mont together with the basic union excise duty on these 
commodities. The Second Finance Commission was asked to 
recommend the principle on the basis of which the proceeds 
from additional duties of excise should be distributed among 
the states. The Commission recommended that the states 
should be given a guaranteed amount which they derived from 
sales tax im these commoclllies in 1956-57 and the remainder 
of the net proceeds. If any, should be distributed in the per¬ 
centage ratios prescribed by the Commission. The state 
governments have opprised this change; they are no longer 
ready for any increase in the list of additional excise duties 
which would reduce their sphere of sales tax. Whatever may 
be the justification for the centralisation of these duties, the 
fact remains that the states have been deprived of a dep«>dable 
and elastic source of revenue, 

(c) Estate Duty 

Under Article 268 of the Constitution, estate duty on 
property, other than agricultural land, is to be levied and 
collected by the union government but the entire proceeds, 
except the share attributable to union territories, have to be 
distributed amongst tlm states on the basis of principles as 
may t>e formulated by Parliament by law. Estate duty was 
levied in 105S. So kmg as the recommendations of the Finance 
Commission were not made, proceeds were distributed .nmongst 
the states in the same ratio us the states’ share of the ‘divisible 
pool’ of income-tax. The total collections of estate duty 
amounted to Rs 4.78 crores up to March 31. 1967. The matter 
was relent to the Second Finance Conunlssion to prescribe 
the basis of Its distribution amongst the statea. Tlie Com- 
misaion recommended that. "Estate duty being a tax on property, 
tho baais of location would be the most appropriate prlmdple 


of dl5tribution."(23) However, the Commissioa fdt tiiat this 
principle could not be appllod to movaUe pxoperty edilcli rway 
he Included in an estate. TheMors it recommended that one 
per cent of the net proceeds be retained Iv the ™i"" as 
proceeds attributable to the union territories and the balance 
be apportioned between immovable property and other prop e rty 
iit the ratio of the gross value of all such property brounht 
under assessment In that year. The sum apportioned to 
immovable property be distributed on the basis of gross value 
of all such property located in a atate, while the sum anpoi- 
tinned to movaUe property be distributed on the basis eS 
population. The Commission further recommended that the 
distribution, with respect to collections up to March 81, 1957, 
be legally ratified and the new formula be applied from the 
year 1957-58. 

The Third Finance Commiasion agreed with the formula 
of the Second Finance Commiasion but in recommending the 
distribution of duty attributable to movable property It adopted 
the 1961 census figures. The Fourth Finance Commission also 
did not suggest any change in the formula laid down by the 
Second Finance Commiasion, except that it suggested that the 
share of the union territories be raised from one to two per 
emt of the net proceeds of estate duty. The Fifth Finance 
Commission has, in its interim report for 1969-70, increased 
the share of the imion territorial from two to thrw per cent 
but has not suggeated any other change In the principles 
governing the distribution of the duty. 

(d) Tax on Railway Faasengnr Fkna 

A tax on railway paaaenger fares was introduced in ‘Jk 
year 1967-58. The Second Finance Commission was requested 
to suggest the principle on the basis of which the net proceeds 
of this tax should be distributed among the states. The 
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Conuniwlao rocommendcd Uiat «ach Mate ahould get a ahare 
tfhich may be aa neariy equal aa poaaiUe to the set pxoceeds 
on account ot the actual travd on railwaya within ita limits. 
In view of the fact that the states should know in advance 
what is coming to them, the Commisaion recommended thui 
after deducting one-fourth of the net proceeds attributable to 
union territorios each state’s share should be fixed on the 
basis of recent eaniings and expenses and these percentages 
Will be fixed for five years from lttS7-sa. 

The tax on railway passenger fares was merged in passun* 
ger fares from April 1, IBfil on the recommendation of the 
Railway Convention Conunittee (i960). Tliis step was taken 
to avoid large work involved in separate collection and account¬ 
ing of the tax. This simplification involved a saving of about 
eight lakbs at rupees per annum. Since 1961-62, the Railways 
are giving a fixed grant of Rs 12.50 crores to be distributed 
among the states on the recommendations of the Finance Com¬ 
mission. The Third Finance Commission recommended that 
this sum should be distributed among the states broadly uii 
the same footing as before. In 1960-61 the states’ share, u( 
the tax proceeds amounted to Rs 13.79 crores which was iu.4 
per cent of the passenger earnings of the Railways. Since 
1061-62 the states have received a fixed grant ol Rs 12.50 
crores per annum which was 5.6 per cent of the passenger 
earnings of the Railways in 1965-66 (Budget). To compensate 
the states the Railway Convention Committee (1965) recom¬ 
mended that the Railways should provide one per cent of the 
capital Invested up to the end ol March 31, 1964 instead ol tin' 
fixed amount of Rs 12.50 crores per year. This recommendation 
was accepted by the Government of India and out of the 
states’ share thus detenmiied Rs 6.25 crores are paid to tho 
states in lieu of the passenger fates’ tax and the balance is 
given to them to provide for their portion of the resources 
required for financing repair of level crossings, overbridges 
and such other safety works. Both the amounts, however, 
Ue divided among the different states on the basis of 
the formula recommended by the Finance Commission. 

Mr Com|Mnsation 

In 1966,A7 (Budget) the Railways paid Rs 17.67 crores to 
the statH: Rs 6.25 crores being payment in lieu of tax on 
railway fates and tha balance to assist tbe states for railway 
safety worMx Payment of Rs 17.67 crores formed 7.7 per 
ecnt of passenger eaminfi whereas the states received 10.4 
per cent of passenger eamiegs in 1960-61, the last year in 
which the tax was imixwed. So even under the revised arrange¬ 
ment the states are receiving a lower percentage of passenger 
earnings. It is. therefore, suggested that in fairness to states 
the compensation payable to them in lieu of the tax should 
be fixed at 10.4 per cent of passenger earnings—which is the 
same percentage share of passenger eamings which they 
received in 1960-61. The Fifth Finsnee Commission has not 
recommended any change for 1961-70 in the existing basis ol 
compensatton. 

(e) Oraata-la-AM 

Grants-in-aid from the federal government to federating 
units is provided for a variety of purposes ohd such assistance 
has become an essential feature of federal finance. It has 
been rightly emphasised that even in a rich and hl|fUy developed 
country such as the USA grantsHn-aid have coow to occupy 
such an important place that, "in aume inatancea, acrvices 
were Introduced which would Hot have been undertaken without 
federal aid. In other cases, it was stated that the functions 
were begun sooner and were data more extensively than would 
othnrwiso have been the case.'’(M> It has also been emplta- 
sised Riat in the USA "tha feiteal govamment has been 
providing ittsentivas for tha Matei to taka on new functions, 
mainly m tbe field of soclOl weifBro.”(2S) In developing 
federatims gr«ata4n-ald arc stlU important because without 
these the state governments may resort to more and more 


regressive taxation or may give up many e aa enti al servlets 
whidt may be vital for economic development or may be 
desirable for the integrity of the federal structure. 

Grants-in-aid may take various forms: conditiimai and 
uacunditnuial, motclUng and equalisation, plan and non-plan, 
special and general purpose, etc. Koch of these has its advau- 
tugest26) and disadvantages and choice of the form in which 
grants are given should be based on the objectives to be 
achieved. In a poor federation where the objective la to aeeure 
u 'national minimum’m the field of various social and deve¬ 
lopment services in different states, conditional and equalisation 
grants may be preferred over unconditional grants. Such 
grants are preferable in a pour federation because in their 
ubsimee “tbe recipient (low income) states face a wide range 
of alternative changes which can be made within the statfc 
local fiscal system. The same level ol public services may 
be retained, aUowing state-local taxes to be reduced by the 

amount of the grant.the normal situation would bo some 

combination of the reduction and exiienditure expanslan.’’(27) 
ill u situation where fiscal autonomy it tho main concern 
"majority opinion would favour unconditional over conditional 
grants on the ground that the latter do not respect the 
sovereignty of the ‘consumer’ or of the spender.'’(28) It is 
desirable that due to changing situatiqp in a poor federation, 
a flexible approach should be adopted in tho system of 
grants-in-aid and “the grant structure should be subject to 
periodical review, with adjustment necessary, say at five-yearly 
interv8ls."(29) 

The Finance Commission recommends grants-in-aid of 
nwenues under Article 276(i) of the Constitution. Grants-in-aid 
of capital expenditure and loans are outside the scope of tiK 
Finance Comtuission. Grants-in-aid which are given under 
Article 2A2 of tbe Constitution fur any public purpose have 
been used lor giving sitable Plan grants which ate outside 
the scope of the Finance Commission. The First Finance 
Commission in prescribing grants-in-aid ol revenues to the 
states based its recommendations primarily on the budgetary 
needs of the states, though the CkimmlwIcHi had mentioned other 
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factors such as tax effortt economy in expenditure, sta nd erd 
of social services, special obligations and financial needs of 
the stales. The Commission laid too much emphasis on 
budgetary equjlibiiuin. This was not a scientific criterion lor 
giviug gninUi>in*aid to states because even a starving man 
may balance his budget. The considerationa of need based on 
poverty and per capital income indices should be given a due 
place in giving grants to states. It is discouraging that succes¬ 
sive Jf'uiuiice Commissions have also neglected this aspect in 
recommending grants-in-aid to the stales. 

The tirsi it'iuunce Commission had rucummended grants- 
iii-aid lor primary education to eight stales. (30) In giviug 
tliese grants the Conuntssiun based its recommendations on 
the proportion of school-going children between Uie ages of 
six and 11 years. The ijecond ITinance Commission did not 
tavour such grunts since the Planning Commission provided 
for the expansion of social services but in recommending the 
groms-in-tud of revenues to states, Uic Commission foUoweU 
the formula prescribed by the First Finance Commission and 
it recommended giants-in-ald to eleven stales.CSl) 

Unconditional Grants 

The Third Finance Commission observed that no rcliablt* 
data were avallablu fur determining the needs ol the states, 
their tax potential, economy and the efficiency of their adminis¬ 
tration. The Commission suggested that the total grants-in-uid 
tu states sluiutd be of an amount, along with any surplus on 
revenue account, so us tu cover 75 per cent of the revenue 
compuiu-nt of states’ Plans. The Member Secretary, Mr G. 
R. Kamat, disagreed Irom the Commission’s recommendations 
in this regard on the ground that grants for the revenue 
ciimponont of the Plan are made available under Article 282 
of the Constitution and they are tied to particular schemes 
with a view to promoting programmes ol planned economic 
Uevclupincnt. The grants given by the Fmance Commission 
are completely uncunditionui gi-ants and ii these grants are 
given for Plan purposes, they will weaken the machinery 
giving such grunts. Anutht-r objectiun put forward by him 
was that it these grants are given for Plan purposes, it may 
slacken the stales’ tax effort. Hence the Government of India 
did not accept this recommendation of the Fmance Commission. 

The Fourth Finance Commission recommended grants-in- 
ald on the bu.<iis of non-plan revenue gup of the states. After 
assessing the revenue receipts and non-plan expenditure and 
the amounts accruing to states as their share of various taxes 
and duties, it found that ten states(32) had revenue deficits. 
Accordingly. Uie Commission recommended a grant of Rs 121.8J 
crores per annum to these slates during five years commencing 
from April 1, 1S)66. In assessing the non-plan revenue gap of 


the states, the Commission had taken into account the Increase 
in financial burden of tlm states due to revised dearness 
allowance or revised scales of poy. The Commiasion had 
agreed that it wiU consider the claims of the states in this 
regard provided the necessary details were supplied to it before 
July 31, IVba. Andhra Pradesh, Mysore and Uttar Pradesh 
had supplied necessary details, but the Commission could not 
take them into account in framing its recommendations about 
grants-in-aid to states. Accordingly, the Government of India 
requested Mr £>. G. Karve (who was a member of the Com¬ 
mission) to assess the additional liabilities of these states that 
had supplied the necessary information regarding the additional 
expenditure due to revised pay scales, dearness ailowonce to 
employees of the state governments and local bodies and 
school teachers and to take them into account in recommending 
grants-in-aid to these states. On the basis of hU recommen¬ 
dation the annual grants-in-aid for Andhra Pradesh and Mysore 
were increased by Rs 8.2!! crores and Rs 2.8J crores respec¬ 
tively, during the five years commencing from April 1, 1968. 
Uttar Pradesh also qualified for a grant of Rs 9.85 crores per 
annum. 

It must be emphasized here that the Finance Cununisaioti 
has not succeeded in evolving a satisfactory formula for re¬ 
commending grants-in-aid to the states. The Commission has 
thus failed in fulfilling the intention of Article 280 (3) (b) of 
the Indian Constitution. One can only hope that the Fifth, 
Finance Commission will evolve a satisfactory principle which 
should govern the grants-in-aid from the centre to the states 
and will make use of per capita income indices and other need 
considerations In recommending grants-in-aid to the states. It 
is still better late than never that a permanent organisation be 
appointed in the Ministry of Finance, as recommended hy the 
Fourth Finance Commission, tor making continuous study on 
various matters to provide necessary Information required by 
the Finance Commission. In its interim report, the Fifth 
Finance Commission has suggested for 1989-70 the payment of 
total grants-in-aid of Rs 176.81 crores to 13 states, involving 
an additional transfer of Hs 38.20 crores. This is a provisional 
recommendation and the payments are subject to readjust¬ 
ments on the basis of such recommendations as may be made 
in the Commission’s final report. 

(!) Loans from the Centre 

The development process has made the slates highly ae- 
pondent on the centre. For financing development expenditure 
the states have relied heavily on loan finance. The public debt 
of the state governments in India increased from Rs 445 crores 
at the end of March 1952 to Rs 5,381 crores at the end of March 
1966—a rise of Rs 4,936 crorts or 1109 per cent over the period 
of fifteen years. During the same period the states’ indebted¬ 
ness to the centre increased from Rs 239 crores to Rs 4,094 
crores or by 1613 per cent. The increasing states’ indebtedness 
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to the centre Is not a heeltlqr devdopraent In federal finance 
because loans and planning grania are outside the scone of the 
.feconunendationa of the Ftnanoe Commission. 

The total resources transferred from the centre to the 
stotes increased from Rs 1,389.70 crores in the first Plan to 
Ss 2,833.?0 crores in the second Plan and further to Rs 5,600.50 
rrores in the third Plan.(33) The states’ share In the divisible 
taxea and dutiea increased from Rs 302.50 crores in the first Plan 
to Ra 710.10 crores in the second Plan and to Rs 1,196.00 crores 
jn the third Plan.(33) The total grants increased from 
Rs 214.60 crores in the first Plan to Rs 700.40 crores in the 
sKond Plan and to Ra 1,303.10 crores in the third Plan.(34) 
The increase in transfers in the form of loans was more pro¬ 
nounced. It Increased from Rs 822.40 crores in the first Plan 
to Rs 1,423.20 crores in the second Plan and to Rs 3,101.40 
crores in the third Flan. (34) The total resources transferred 
from the centre to the states formed 41.4 per cent of the states’ 
total expenditure (Revenue Account and Capital Account) in 
the first Plan. This percentage increased to 48.5 in the second 
Plan and further to 52.2 In the third Plan. ’The above analysis 
anmly demonstrates that the states’ fiscal dependence on the 
'Ceiitre has been increasing rapidly.(35) There is a fear that 
we may develop a Leviathan centre with responsibility for 
providing finance but no responsibility fur e.xeniting projects. 

$idt*tracking the Cemmission 

The Finance Commission has been instrumental in trans¬ 
ferring rcsoyices from the centre to thb .states but it is unfor¬ 
tunate that tlw Commission controls only a small portion of 
the total transfers. During the first three five-year Plans more 
than 65 per cent of the total transfers were outside the pur¬ 
view of the Finance Cknnmisslon.(36) The continuance of this 
tendency will greatly undermine the importance of the Finance 
Commission. 

’The receipts from the divisible taxes and dutie.s arc based 
on the recommendations of the Finance Commission and are 
given in aid of general revenues. They do not, therefore, com¬ 
promise the fiscal dependence of the .states. The states' share 
in the divisible taxes and duties formed 25 per cent of the 
total resources transferred to them fnnn the centre in the 
first Plan but thia percentage declined to 21 in the third Flan. 
The declining percentage of divisible taxes and duties and the 
Increasing dependence of the states on grants and loans is not 
a healthy development in federal finance. I therefore, re- 
rommend that the Finance Commission should be entrusted 
with the responsibility of recommending grants and loan assist¬ 
ance to the states so that the allocation of these funds is 
removed outside the arena of political bargaining and the 
states do not feel like subservient financial authorities before 
the centre. Alternatively, a loan council may be formed which 


should raise loons fOi the uniem and the state goveiwneatg and 
distribute the proceeds between the Govenimmt of India and 
different states on the basis of their relotive needs with a pro¬ 
per emphasis 'on rapid development of relatively backward 
states. 

The Indian Finance Contmlssion In its present set-up has 
failed to play its due roie for two reasons. Firstly, the Finance 
Commission being an ad hoc body, each time with new 
personnel and resean'Ji staff, has not been able to learn vaxuHn 
from its experience as a permanent commission would do. It 
would be In keeping with the things that the Finance Commis¬ 
sion be made a permanent body. Secondly, the emergence of 
Planning Commission hos created much confustion in the 
sphere of federal ftnance. There is overlapping In the func¬ 
tions of the Finance Commission and the nanning Commit- 
sion. The Planning Commission was appointed by a reaoluUon 
of the Government of India but it has tended to become a 
’supreme' authority. It has encouraged centralisation of poli¬ 
cies even in matters assigned exclusively to the states and in 
which the states were expected to have full Initiative in the 
development procesa. The states have tended to become sub¬ 
servient to the Planning Commission because the finances for 
states’ plans ere provided by the centre on the basis of the 
recommendations of the Planning Clommission. The Planning 
Commission also determines the central plans, whereby the 
Union Government directly undertakes development projects 
in the states. 

The allocation of these projects between the 
different states and of central assistance tor state plans is not 
base<l on fair principles. The Planning Commission is not, like 
the Finance (tommiasion, a seml-judlclal authority. Its deci¬ 
sions are often Influenced by the political presaures of the staiea 
and the bargaining capacity of their chief ministers. The 
result has been that In the development process some states 
.such as Bihar and Uttar Pradesh have relatively suffered. 
The .Second Finance Commission and thereafter the Third 
Finance Commission had, therefore, recommended that the 
scope and functions of the Fin.mce Commission be enlarged 
“to embrace total financial assistance to be afforded to the 
states, whether by way of loans or devolution of rhvebues, to 
enable them both to balance their normal budgets and to fulfil 
the targets of the Plans”.(37> However, the eventual alms 
should be To transform the Planning Commission into Finance 
Commission at the appropriate time.’(38) 
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Madhya Pradedi. Mysore, Orissa, Punjab, Rajasthan, West 
Bengal and Janunu & Kashmir. 

32. These were— Andhra Pradesh, Assam, Jammu & Kosbmir, 
Kerala, Madhya Pradesh, Tamil Nadu, Mysore, Nagaland. 
Orissa and Rajasthan. 

33 . Reserve Bank of India Bulletin, August 1067, p. 1066. 

34. Ibid. 


35. See the aulhor’s article on Federal Fitmnce: Need to 
Increase States* Resoureea. 'Capital*, November 3, 1067, 
Pp. 860-82. 

36. For a detailed discussion sec D. T. Lakdawala, The four 
Finance Commissions in India, 'The Indian Sconomic 
Journal’, Vol XlII, No. 4, Jonuary-March, 1666, p. 803. 

37. Report of the Finance Commission, 1861, Pp. 3.6-36. 

38. Ibid, p. 36. 


A History of European Nonetary Co-operation 

JOSSLCYN HENNE8SY 


I 

FROM 1920 TO I960 

CO-OPERATION AMONG European official monetary insti. 
tutions. to limit flows of foreign exchange to volumea 
commensurate with their reserves and to maintain confidence 
in exchange rates, first emerged in the 1920s, since when it 
has usually Involved American participation, more often than 
not on American initiatives. 

The most notable exception was the European Payments 
Union, through which the countries of western Europe, on 
moving to mnltilatcral trade and payments by establishing the 
OEEC in 1646, financed their enlorg^ payments to one another 
through centralised gold payments and credits. The world 
dollar shortage, and the paucity of reserves of most European 
countries in the early postwar yean, made some credit-creating 
mechanism (and discrimination against US and Canadian 
dollars) essential. But in 1668, when the dollar shortage ended 
and European recovery was regarded as complete, the EPU 
was wound up, and the member countries went over to inter¬ 
national currency convertibility under International Monetary 
Fund rules. 

The successor to the EPU, the European Monetary Agree¬ 
ment (EMA), continued the principle of exchange rale 
guarantees for holdings by member central banks of each 
others currencies. This established, in the face of rraistance 
from Britain, that official institutions will not readily hold 
all currencies without guarantees against devaluation. By 
1063, Britain, prompted by the jealousies of sterling urea 
authorities pressing for guarantees lor their own sterling 
balances, succecdi^d in winning agreement to limit the exchange 
guarantees on ordinary official holdings of foreign exchange 
in the EMA to working balances; the total for sterling was 
fixed at £11.25 million. By 1965, however, Britain was obliged 
to ask most of the EMA countries to hold large amounts of 
sterling as emergency support for the C and compelled to 
guarantee them in full. 

Two Typts Emerge 

Two kinds of official monetary co-operation have emerged 
in the 1660s; short-term provision of funds between central 
banka to offset hot money movements, and discussions to 
■concert policies on international liquidity and balance-of-pay- 
ments problems. Collaboration on policy ia eaoentlally based 
on Paris, through the OECD and the so-called Paris Club 
(Group of Ten) which, despite its name, meets wherever iu 
members choose. C^Uataoration between central bankers is 
baaed at Basle and increasingly uses technical facilities provided 
by the Bank tor International Settlements (BIS). 

Postwar co-operation among central banks to contain hot 
money flows began in 1661, when emergency credits were 
agreed among the bank governors meeting at Basle to cope 
with a run on steVIlng. Previously, crosa-fnmtier flows had 
>>600 controlled by conventional techniques (such as increases 
In the Sank rate), and of eourse in the early postwar yean 


they were limited by exchange controls and by the compara¬ 
tively small scale of private international financial transactions. 

But in March, 1061—when revaluations of the DM and 
the guilder by five per cent were regarded in exchange markets 
as so inadequate (in view of Britoin's huge payments deficit 
in 1960 and West Germany’s even lorger surplus) as to risk 
further changes in exchange rates—the movement of short¬ 
term funds out of sterling reached unforeseen proportions. 
Without political intervention, credits'were quickly agreed, 
drawings on which totalled $600 million. 

The next time that such facilities were called on in lai-fe 
volume was November, 1964, when I/>rd Cromer arrongecl a 
$3,000 million credit line for sterling by telephone, this time 
including a large swap credit from the New York Federal 
Reserve Bank. Not all the $3,000 million was used. 

In the summer of 1065, when funds again left T.ond(n, 
a $1,000 million credit from the "Basle Club'* was lined up, 
in odditlon to Britain’s swap credit with the Federal Reserve 
which by then amounted to $750 million. By this lime, the 
New York Federal Reserve had developed a network of swop 
lines through bilateral agreements with all the major central 
banks. 

New Credit Line 

In June. 1966, when another run on sterling began, a new 
credit line was put together (the previous year’s had been 
repaid during the winter), the use of which was to be limited, 
through retrospective analysis of ihe figures, 1o changes '.n 
Britain's sterling liabilities. As a result. Initial drawing re¬ 
quirements fell wholly on swap lines with the New York 
Federal Reserve Bank, supplemented by unrcvcnled faeilittes 
with the US Treasury until the British authorities could produce 
figures to satisfy the Basle conditions. Although the USA Is 
represented at Basle meetings only as an “observer**, the New 
York Federal Reserve Bank |)aTticipated in the Basic credit 
to the extent of $150 million. In addition to its bilatend swap 
facility. France participated up to $100 million but refused 
to endorse the conditions linking the drawings to changes in 
sterling balances. The total of the package was $1,000 millio:.. 

Britain’s drawing on this package waa repaid in the sprir..:; 
of 1067. but it was fully drawn soon alter sterling was 
devalued In November. Additional credits were provider.. 
without the precise Basle conditions, on the inithntive of the 
finance ministers of the Group of Ten, amounting to $J,4('" 
million, an nmoimt increased at tlie Washington monctar;.' 
conference in March, 1868. In all, Britain’s use of her various 
credit lines exceeded $S.00f) million by the end of June, lOet. 

Until the French 1906 financial crisis, only the UK h.’.d 
used the Basle central bank credit facilitje.s. The USA h, 1 
of course been a debtor to European centre! banks on varinvs 
occasions, but onl,v throiqth New York Federal Reserve Ih'ini; 
swap drawings and other Ulaterul arrangements, never through 
the European "Basle Oub” When the franc became exposed 
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as the? Xunda are put up by aterlinj; area countries themselves, 
am. in so tar as these countries are hiduced hr the exchange 
rate guarantee to hold more sterling in the lace of exchange 
rule siieculation, the arrangement also tends to shut the burden 
ot supporting sterling from the Basle group countries to the 
meu.bcrs of the sterling area. 

7 he European Economic Community has attempted little 
in monetary co-operation in the sense of the term used here. 
Treaty Article 108 provides for mutual aid subject to vetting. 
The first occasion to use this clause arose when Italy ran 
into a paymmits crisis in 1064. The USA quickly came to Italy's 
aid while Brussels was still trying to decide on conditions, 
and many observers concluded that the EECs arrangements 
tor monetary co-operation were not the moat appropriate even 
for its own members. More fundamentally, Article 103 has 
not been needed, because, whatever the vtclssitudes ot the 
payments of the Six from the time the EEC was established, 
.the flow ot capital from the US has rendered any deficits of 
its members short-lived, but if last year’s reduction In the 
US capital outflow continues the EEC countries could now 
run into payments crises. 

lintil recenUy, it was considered that to dut>llcate the 
Basie participations on a Six-wide baaia would not be useful. 
Monetary collaboration among the Six has instead sought .o 
prepare for further political integration—such as harmonisa¬ 
tion of internal monetary and ttaanclBl policies. The Com¬ 
mission, alarmed by the sudden appearance of huge Intra-EEC 
si>eciilative flows last autumn, has begun work on plana tor 
sv.-<kp facilities among EEC members. Whether ^ese will come 
to anything depends on whether members are aatiafled with 
v.'hoi*. emerges at Basle over the BIS proposals. 

HI 

COLLABORATION ON LIQUIDITY 

Must ot the monetary collaboration between European 
gi'-.i-rnments, rather than central banka, haa been in the OECD 
finO ihe Group of Ten. Neither is predominantly European; 
if. ! ''ll the USA has a powerful role. 

The problems of the early 1960»~gold hoarding, an 
h;.:;..ront shortage of liquidity, and chronic deficlte of the 
u>sene currency countries—were thrashed out in Working 
P.irly Three, the key monetary body within the OECD. One 
of its first accomplishments was to agree im a gold pool to 
share the losses of gold moving from official to private 
ownership during periods of speculation—the aim and, broadly, 
the i'ffect was to prev«it these losses from falling wholly on 
th. USA. 

The Group of Ten was born of a 1862 agreement to dcol 


with shortages of currensiea in the IMF—the General Arrange¬ 
ment to Borrow (GAB). Among the ten leading Industrial 
countries which agreed to provide currency to the IMF in 
this way, some regarded the GAB as a small initial step 
towards increasing international liquidity, while others less 
convinced of this necessity (most of the continental member 
countrim, at that Ume) agreed to It In order to forestall the 
Fund’s use ot its powers to acquire scarce currencies. It 
was not long, however, before the Ten began to plan to enlarge 
world liquidity. The United States set the pace. A meeting 
of finance ministers of the Ten at The Hague in July, 1966. 
agreed that contingency plans should be drawn tq> for new 
reserve assets, to be distributed to all IMF members. 

Victory for USA 

European opinion had generally opposed Fund-wide distri¬ 
bution, and its acceptance was a victory for Qie USA. France 
continued to resist any scheme at all, on the ground that a 
contingency plan, once prepared, would be quickly implementeil. 
The effect on the French position of General de Gaulle’s views 
on gold and liquidity, however, weakened French influcner, 
even among other continental countries. The result was 
agreement, in September, 1967, on a plan lor Special Drawing 
Rights (SDR), involving newly-created liquid assets. France, 
having agreed to the rules, subsequently made it clear that It 
would not participate in the scheme. 

French officials were, however, instnuncntal In securing 
a Joint EEC position on a number of conditions, inahiding o 
veto for the Six (should they vote together) over SDR's, and 
pressure continued for a similar voting restriction on changes 
in certain existing IMF rules, including quota increases. 

Also born in the GAB was the idea of mutual surveillance 
through OECD committees among the Ten, to ensure appro¬ 
priate financial pedicles. The aim is to ensure that a payments 
imbalance is corrected within a reasonable time. The OECT> 
has since spent much time on this problem, so far without 
visible results. However, Britain devalued to abolish her 
payments deficit, and these bodies acted on that occasion to 
prevent retaliatory devaluations and to secure credits to cany 
Britain through the difficult early months. 

But the correction of imbalances which takes the form 
of suruluses ia more difficult. The OECD pressure on West 
Germany to reduce Us surplus led West Gennan ministers 
to adopt slightly more liberal economic policies, and influenced 
the decision to revalue the mark in March, 1961. When shnilar 
pressures built up again late in 1968, the West Germans took 
steps to head them off. Before the critical meeting of Working 
Parly Three (WPT), the West German Minister of Economics 
invited finance ministers to a special meeting of the Ten In 
Bonn. The German aim was to ensure a higher.level meeting 
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than VPT tn tUacuu this pcditically-loaded suhieet. Bonn 
was also better than Paris for the West Germana to demonstrate 
tile political opposition in their eoimtry to a DM revaluation. 
Ir. the event, the VTest Germans conceded a tiseudo*tevaluation 
of four per cent of non-farm merchandise trade, tbrouah 
adiustment of rates of value-added tax on exports and imports. 
The Fr«wh, after threatening to devalue by a large amount 
if the Germans did not revalue, did nothing. 

The Bonn meeting, which was the first at which the Ten 
discussed exchange rate parities, showed that the mechanism 
for making parity changes is inadequate, particularly if 
revaluations are required. Devaluation can be torcei upon 
a country by a financial crisis, but revaluation must be 
voluntary. 

The meeting also suffered because it developed into a 
confrontation between France and West Germany, since un¬ 


certainly about the powers of the Nixon administration 
prevented the Americans from jdaying o positive part Sutdt 
narrow political confrontation is unlikely to produce the best 
solutions to correct economic imbalances. In this, as with hot 
money, greater automatietty is now thought desirable. And 
finally, it aeems clear that in dealing with payments piobleins, 
08 with speculation, only' Atlantic solutions ure be.ng considered. 
Despite the emergence ol West Germany as a poweiful 
financial lender, pureb' European solutions do not exist, 
because (he problems cover the whole devriopi'd non-commu¬ 
nist world. 

Sources and AcknowlrdgenienUK The foregoing sununaciees, 
by special arrangement, an exclusive report In the Fehmaiy 
issue of 'European Trends', published for subscribors only hy 
the 'Economist' Intelligence Unit, 27 St. James's Place, London. 
S.D.l,, but the EIU is responsible neither for the emphasis 
of iny summary n>r for my interpretative comments. 


Taxation in the Plans 

J. R KUMBHAT 


THE PLANNING Commission’s document on the fourth five- 
year Plan states that for ensuring growth with stability, the 
growth rate should be between five and six per cent each year. 
To achieve this rate of growth the Commission has suggested 
that the domestic savings will have to be stepped up from the 
current level of about eight per cent to nearly 12 per cent of 
the national Income. Further, it has been stated that the 
growth rate of five per cent would Imply additional re.sourco 
mobilisation by the public sector to the extent of about Rs 200 
crores during each year of the fourth Plan period. If the 
growth is to be six per cent. It would call for greater efforts 
on the part of the central and the state governments for mobi¬ 
lising additional resources to the tune of Rs 250-300 crores a 
year. Taxation is the major source for raising development 
finance and is a compulsory device to tap additional income 
generated during the procc.<is of growth. 

Mobiliution of Resources 

In the National Development Council's meetings, the role 
of additional taxation lor mobilisation of resources has been 
thoroughly discussed. Mr Morarjl Desai has expressed the 
opinion that India has not reached the saturation point in 
taxation and that there is room for further taxation. On the 
other hand, most of the chief ministers of the states have 
strongly disapproved any further recourse to fresh taxation tor 
raising resources. The Chief Minister of Andhra Pradesh, Mr 
K. Brahmananda Reddy, a Congressman to core, was very 
vocal in criticising the policies of Uie Planning Commission. 
He assailed the Commission for planning to raise additional 
taxation without studying the level of development of each 
state, its resources position and its capacity to mobilise more. 
The capacity of the states to mobilise resources through taxa¬ 
tion has prai-tlcally reached a state beyond which further taxa¬ 
tion would be very dlfficuU, If not Impossible. The late Mr 
Aimadurai has also made it quite clear that additional taxatimi 
to mobilise finance for the fourth Plan was not possible. The 
results of the states’ efforts to raise resources through addi¬ 
tional taxatim during the last three plan periods do not present 
an encouraging picture. 

During the first Plan, among the part 'A' states, Bombay 
was the only state which could ralaa a UtUe more than the 
target of additional taxation. As against the target of Rs 23.5 
crores, Bombay raised Rs 24 crores. Assam and Punjab nearly 
reached the target Their achievements were Rs 3.3 crores end 
Rs 4A crons aa against the targets of Rs 3.5 crores and Rs S 
crores respectively. In all the other part 'A* states, the tax 
etforte were much bdow their respective targets. 

In part 'B' states there vat not a siagla state which could 
fidfll the 1 ^ target Sajaathen was the only state which 


could achieve 78.8 per cent of the target and Madhya Bharat 
and Travancore-Cochin came next in that order with 55 per 
cent and 54.5 per cent of the targets respectively. All the other 
part 'B' states could not achieve even 50 per cent of the targets 
with Pepsu achieving as low as 9.7 per cent only. The total 
five-year targets for part ‘A’ states and port 'B' states were 
Rs 18.5,7 crores and Rs 44.6 crores respectively. The part ‘A* 
states raised Rs 62.6 crores or 33.7 per rent of the target and 
part ‘B* states Rs 17.8 crores or 40 per cent. Of the total 
target of Rs 230.3 crores set for both part ‘A* and 'B* states 
durhig the first Plan period, Rs 80.4 crores onlv could be 
raised, which formed ,34.5 per rent of the total. 

Additional Taxation 

The second five-year Plan was framed in the light of the- 
experience and achievements of the first Plan, The total out¬ 
lay of the Plan, in financial terms, was fixed at Rs 4,800 crores. 
Out of this, the target of additional taxation was fixed at 
Rs 450 crores, which was 9..38 per cent of the total outlay. The 
state governments were expected to raise a total of Rs 223 
trores or 4.69 per cent ol the total outlay. This was supposed 
1c be the minimum to be attempted for successful implemen¬ 
tation of the plan. Various 8tep.s were taken by the states to 
raise these resources through additional taxation. The net 
result of all these measures was that for the first three years 
of the second Plan, the yield from additional taxation in the 
states was about Rs 79 crores only, i.e. 35.1 per cent of the 
amount expected to be raised by them. Putting the flguree 
on an anuual average basis the expected yield from 
taxation was estimated to be Rs 45 crores a year, but on an 
average Rs 26-33 iTores per year could be raised in tite first 
three years of the plan which formed 58.5 per cent of tiie 
annual target. The yield during 1956-81 from additional tp r— 
tion measures adopted by the states was Rs 173 crores aa 
.igninst the target of Rs 225 crores. This was Rs 52 croiea less 
as compared to the target. In other words, the target could 
be achieved to the extent of 76,89 per cent only. Thus, addi¬ 
tional taxation which was only 4.49 per cent of the total out¬ 
lay could not be achieved fully by the slates. 

Out of the total outlay of Rs 7.500 crores in the third Plan, 
the public sector investment was estimated at Rs 6,300 crores. 
Substantial tax efforts were visualised In order to mobilise in- 
ternal resources and a sum of As 1,710 crores was expected 
to be raised by way of additional taxation by the centre and' 
states together. Of this, the share of tbo states amounted to 
Rs 610 crores. Though little more than this target was achiev¬ 
ed by the states they had to use aU their might to mobilise 
the rasouroea. The states raised Rs 618 crores, i.e. five ensea 
of rupees mote than tha target The opinion of most of the 
state chief mirdsteri was tint additional taxation to moUUse 
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mor« reuiuroefl for the fourth Plan was not possible. Of the 
additional resources raised by the states throush fresh taxa¬ 
tion. a major part was absorbed by Increase in non-plaa ex¬ 
penditure. If the rise in prices was not checked, it w0ukl be 
futile to levy fresh taxation. The problem was not of levying 
addittonal taxes on the aheady hard-pressed people of the state.s 
and aflecl savings but tu check the rising prires and then 
nioldllse savings. 

Not only the states but the central government had also 
not shown encouraging results though it appeared that much 
progress had been made In mobilising resources for develop¬ 
ment. The Government of India derives its revenue from both 
direct and Indirect taxation. Though direct taxation is the 
best source of revenue yet, it does not have much scope in a 
country such as India. Developing countries rely more on 
indirect taxes, specialty customs duties and excises. In view 
of the concentration of the largest number of people in the 
Ip^yest income brackets, the limited posslblltics for enlarging, 
to any considerable extimt, receipts from direct ta.\ation have 

to Increasing emphasis on indirect taxation. Moreover, 
there is great fluctuation in the yield of direct taxes with the 
rises and fails of national income. 

In India taxes are levied both by the central and the siato 
governments. In the structure of direct central taxes income 
tax, is the most important source. It is composed of taxes on 
Incomes and expenditures of individuals, Hindu undivided 
families, partnership firms, and the corporation tax. Estate 


duty, tax on wealth and gift tax aro other sources wMch are 
of recent origin but are of small significance as their revenue- 
yielding capacity is marginal. As such. Income-tax is the 
primary source mut Its importance In economic development 
has been expressed in the United Nations Economic Surw of 
.\sla and the Far East for 1960 thus: “With its advantagee of 
flexibility and progression, not only between different taxdoayeta 
but between successive changes in the volume at income poten¬ 
tially subject to taxation income taxes appear to provide the 
most suitable weapon for implementing broad fiscal policies, 
including tile provision of incentives to save and invest” But 
with ail its importance, direct taxes reach only a small pro¬ 
portion of total population of India. The share of direct taxa¬ 
tion to the total revenues Is al-so not very targe. The trend of 
these taxes during the throe Plan periods is shown in Table I. 

The total revenue of the Government of India during the 
first, second and .third Plan periods was Rs 2,232-87 crores, 
Rs 3,S62.87 crores, and Rs 8,711.44 crores respectlvdy. The peo- 
portions of the direct tax revenue to the total revenue of their 
respective periods were approximately 27 per cent, 24 per cent 
and 22.4 per cent only. It may be observed that the total net 
direct tax revenue increased from Hs 601 croie.s in the first 
Plan to Rs 800 crores to the second Plan and to Rs 1.9S0 crores 
ill Ihc third Plan period. In other woitis, there was an increase 
of ncarL' 43 per cent in the second Plan over the first Plan 
and 124 per cent increase in the third Plan over the second 
Plan. On the other hand, the proportion of these taxes in the 
total rcicnue decrea.sed from 27 per cent In the first Plan. 


tabij: I 

TAX TRENDS DUKINO THE THREE PLANS 


(Rs crores) 




First Plan 

Second Plan 

Third Plan 



period 

period 

period 

I. 

Total taxes on income and expenditure (l-l-2-f3) 

586.95 

819.69 

1468,24 


1. Taxes on income other than corporation tax 

664.07 

803.68 

1.148..'I0 


Less states’ share 

278.24 

374.07 

,355.52 


Net receipts 

38.3.83 

429.01 

592.78 


2. Corporation tax 

201.12 

379.25 

1.271.44 


3. Expenditure tax 

-• 

2.34 

2.02 

n. 

Total taxes on property and Capital transactions 





{l-(-2+3+4+5.'i . 

13.60 

58.44 

83.79 


1 Estate duty 

2.02 

13.12 

24.91 


Less states’ share 

2.43 

12.86 

25.5S 


Net receipts 

0.19 

0.26 

—0.64 


2. Tax on wealth 

— 

36.97 

.30.53 


3. Gift tax . 

-- 

2.68 

7.59 


4. Stamps and registration 

8.10 

t.3.92 

24.34 


S. Land revenue 

5.40 

2.01 

1.86 


Total not 

689.61 

869.04 

1,04944 


Sonree: RBI Bulletin; April. 1068: P. 447. 





TABLE II 




STATES’ SHARE IN TOTAL CENTRAL REVENUE 



Total central 

revenue 




Share of states 



Flnt 

Plan 

Second Percent 
Plan Increased 
over first 
nan 

Third Per cent 
Plan increased 
over second 
Plan 

First 

Plan 

Second Per cent 
Plan increased 
over first 
Plan 

Third Per cent 
nan Increased 
over second 
Plan 

1. Income tax 

86447 

803.68 

21 

144940 

mM 


374.87 

35 

558.52 

SO 

Z Isute duty 

242 

13.12 

400 

24.01 



12.83 

600 

25.55 

200 

1, Excise duty 

61746 

145349 

300 

3417.15 


64.00 

281.23 

400 

014.87 

219 


RBI BuneUD: April 1988, P. 448, Abstract from Statement No. 2. 
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to 24 p®r cent Jn the Becond Plan and came down to 22 per 
cent in the third Plan period. The teaBon tor this declining 
trend In the direct tax revenue ot the central government was 
that with the Incienac In the income-tax and estate duty, the 
share of states also Increased according to the recommenda¬ 
tions of the nicwssive Finance Commissions and there was 
increase in the expenditure on collection. The increase In the 
share of the states and the collection expaidlturo were more 
compared to the Increase In the tax revenue under the above 
heads as is shown in Table U (page 913). 

The share of the states in the central income-tax, estate 
duty and excise duty has grown faster compared to the percen¬ 
tage growth of the sources shown in Table n. In the 
case of the estate duty, the centre had to pay more than what 
It. received during the course of the third Han period and 
there was minus balance of Rs 0.94 crores. Similarly, the ex¬ 
penditure on collection also increased from Rs 58.41 crores in 
the first Plan period to Rs 93.72 crores In the second Plan 
period and to Rs 124.93 crores in the third Plan period. It 
means that the expenditure on collection increased in the second 
Plan over the first Plan by 66 per cent and in the third Plan 
over ithe second Plan by 33 per cent. Consequently the net 
amount in the hands of the central exchequer did not keep 
pace with the Increase in the tax revenue. Further, there was 
a sharp fall in land revenue from Rs 9.40 crores in the first 
Plan period to merely Rs 1.88 crores in the third Han period 

'Unsatisfactory Yield 

The yield from income-tax has been unsatisfactory. The 
percentage contribution of income-tax to increase in total tax 
revenue has been declining over the plan periods but the per¬ 
formance of the corporation tax has been very satisfactory. 
Whereas income-tax made a contribution of 6.4 per cent only to 
the increase In the third Han over the first Han period, the 
rorporation tax made n contribution ot 14.3 oer cent in the 
same period. 

The average income per head in developing countries is 
very low and Income-tax rovers only a verv small propor¬ 
tion of population. In India, the Income-tax in 1663-64 covered 
1,037 million individuals, 71,936 Hindu undivided families, 
59,618 registered and unregistered firms and other associations ot 


persons, and 10,336 companire and other concerns assemble 
at company rates. It means tbat a fraction ot the total popula¬ 
tion was covered by lncome4ax and a very large proportion 
remaiacd outside the purview of the Income-tax system. 

One important reason for this low coverage is the fact 
that the minimum exemption limit is high in relation to the 
average per capita income. A man with a wife and three 
children has to earn over 19 times the national per capita income 
before he pays any tax on Income in Burma, 16.6 times in the 
Philippines, 12.9 times in Ceylon, 10 times in India, and nearly 
10 times in Malaysia. Among Aslan countiire onlv in 
Japan the multiple is low enough (3.4 times) as compared with 
1.3 times in the USA; 1.0 in the UK, and Canada; 2.1 in Hrance. 
and 0.7 in Australia 

Limited Source 

With meagre earning avenues and low rate of wages it is 
very difficult to earn 10 times ot the per capita income and be 
a tax-payer, with the result that very few persons are in the 
taxable income group. The income-tax as a source ot plan 
finance has, therefore, its own limitations. It Is argued that 
by reducing the taxable minimum it is possible to cover a large 
number of potential tax-payers and Increase the revenue. But 
it is not feasible as it goes against the principles of equity and. 
Justice, os below a certain commonly accepted minimum taxes 
cannot be levied. On the other had, even a high rate of taxa¬ 
tion would also not quite augment the yldld. In fact, taxes in 
India have already been very high. With the increase in In¬ 
come, income-tax rises progressivriy and India's maximum rate 
Is the second highest in the world as shown in Table HI. 

The maximum marginal rate in India which applies above 
the income of Rs 100.000 is the second highest, the first being 
Pakistan which has the maximum marginal rate as high as 80 
and applies above the income of Rs 76,000 only. If the maximum 
rate in India is increased, it will hurt private incentive and 
wilt hamper investment. 

In developing countries the main sources ot public reve¬ 
nue are indirect taxes. The purpose of indirect taxes is not reve¬ 
nue but a means to bring the general population within the 
tax net or as a balancing factor against the direct taxation of 


TABLE HI 

TAX AS PEBCENTAGB OF EARNED INCOME IN INDIA COMPARED IVITH CERTAIN OTHER COUNTRIES 

(Married IndivUnal with two childiea) 


Income 

Rs 

.C 

India 
1960-61 
Re.-]s. Od. 

UK 

1960-61 

USA 

S2A0 

=i:i 

Canada 

$2.75 

Japan 
Yen 1008 
=£1 

Pakistan Ceylon 

1969-60 1959-60 

Rs.s:ls. 6d. Rests. 6d. 

13,333 

1,000 

6.4 

7.7 

2.9 


15.8 

5.8 

3.8 

26,666 

2.000 

16.5 

18.8 

11.4 

7.5 

23.0 

154 

:o.9 

40,000 

3.000 

26.3 

25.1 

l-i.8 

11.8 

27.5 

234 

17.9 

53,333 

4,000 

34.5 

30.4 

16.9 

15.1 

30.6 

32.0 

25.0 

66,666 

5.000 

40.7 

35.4 

18.7 

184 

334 

38.7 

30.5 

80,000 

6.000 

46.0 

39.6 

10.9 

21.6 

354 

45,0 

35.2 

93,333 

7.000 

49.8 

43.3 

21.6 

24.5 

37.2 

50.0 

384 

1,06,666 

0.000 

53.1 

46.2 

23.1 

27.1 

38.8 

S3.9 

41.4 

1 ,20,000 

9,000 

55.7 

48.9 

24.8 

29.1 

40.1 

.56.7 

43.5 

1,33,333 

10,000 

57.8 

51.2 

26.4 

30.7 

41.1 

59.0 

45.1 

2 .00,000 

1.5,000 

64.2 

62.0 

,33.8 

37.1 

45.7 

66.0 

50.1 

2 ,66.666 

20,000 

67.4 

68.7 

39.9 

41.4 

48.0 

60.5 

52.8 

3,33.333 

25,000 

69.3 

72.7 

44.5 

44.5 

50.4 

71.6 

54.1 

Minimum marglnBl rate 

77 

88.75 

91 

80 

70 

80 

60 

Applied above the 
income of: 


1 ,00,000 

2,04,000 

19,61,000 

18,53,333 

6,61476 

78,000 

89,000 


Source; NCAER; Taxation and Private Investment: 1961; TaUes 3 and 4, p. -82-88. 
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the upper Income groups. It li bmt luitod to developing coun¬ 
tries due to ease in collection and comparatively low cost ol 
administration. The Indirect taxes reduce consumpUon and 
promote savings; their distinctive etfect on inlvate investment 
is limited and they yidd large revenue to the treasury. 

The government needs finance for economic development 
and for this all citizens should be made to pay. The indirect 
tsxes are a means to reaching the masses of consumers who 
CO not pay income^ax. They reduce consumers' spending and 
widen the margin of savings in the economy. Indirect taxes 
can be classified into two categories: (1) taxes on foreign trade, 
l.e. exports and imports, and (it) taxes on internal transactions. 
|.e. excise duty, sales tax and other taxes and duties. The 
revenue Of the central government through Indirect taxes has 
increased enormously during the three plan periods as shown 
in Table IV. 


Increase In total tax revenue in tbe third Plan period over 
the first Plan period. On the other hand ctmtributions at 
land revenue and customs, in tbe same period, were 3.2 end 
10.7 per cent sespectiveiy. 

The total tax revenue of the states in the first, gooond' 
and third Plan periods was Rs 1,264.7 crorea, Rs 1,883,8 erorai, 
and Rs 3,341.1 crores respectively. There was a marked inereue 
in tax revenue in the successive plan periods. Thus, inereaae 
in tax revenue in the second Plan period over the P re t Flan 
period was Rs 628.U crores or 49.7 per cent: In the third Plan 

TABIX V 

LNCKRASK IN TAX REVENUE AS PERCENTAGE OF 
INCREASE IN TOTAL TAX REVENUE 

Second Plan pcriotl Third Plan period 


Satisfactory Increase 

The revenue from excise duties has increased very satis¬ 
factorily but the percentage increase in revenue from excise 
duties in the third Plan period over the second Plan period 
was lower than the Increase in the second Plan over the first 
Plan. On the other hand, revenue from export duties dwin¬ 
dled from Rs 264.4 crores In the first Plan period to ju.st 
Rs 30.2 crores only in the third Plan period. The performance 
of customs, on the whole, was satisfactory in the second Plan. 
Revenue from customs duties in the .«econd Plan period was 
smaller by 10 per cent in relation to the first Plan period. In 
the third Plan period, there was an impressive Improvement 
as there was an increase of 111.5 per cent over the second Plan 
period. This increase was due to on increase in import duty 
which rose from Rs 648.3 crores in tlie first Plan period to 
Rs 1,723.2 crores in third Plan period. 

The percentage contribution of various important sources 
of revenue to total tax revenue during the three Plan periods 
Is given in Table V. 

The percentage contribution of income-tax to the increase 
In total tax revenue has been declining over plan periods. The 
percentage contribution of income-tax to increase in total tax 
revenue in the third Plan period over the first Plan period 
comes to 6.4, whereas corporation tax made a contributlcn of 
14.3 per cent in the same period. 

Excise duties contributed as high as .39.4 per cent to Ibc 


Tax sources 

over first 
Plan period 

over second 
Plan period 

over first 
Plan period 

1 . Income tax 

6.8 

6.1 

6.4 

2. Corporation tax 

6.8 

15.0 

14.3 

3. Land revenue 

6.4 

2.1 

3.2 

4. Union excise duties St.4 

35.1 

39.4 

5. Customs 

4.9 

16.3 

10.7 


Sourae: ‘Economic Times', Paper by P. C. Verma. 


TABLE VI 

GROWTH OF UlRECT AND INDIRECT TAXES W TBE 
CENTRAL GOVERNMENT: 1986-Sl-->l»654i6. 


Tax revenue As % of total tax revmiue' 
(Rs crores) 



Direct 

indirect 

Total 

Direct taxes Indirect taxes 

1950-51 

331 

428 

659 

35.1 

64B 

1955-56 

255 

S5R 

813 

31.4 

68.6 

1060-61 

391 

1,044 

1,435 

27.2 

72,8 

1961-62 

433 

1,195 

1,628 

26.6 

73,4 

1962-03 

483 

1,334 

1,818 

26.6 

73.4 

1063-64 

693 

1,632 

2,325 

20.8 

70.2 

1964-65 

742 

1,857 

2.590 

28.5 

71.5 

1965-66 

741 

2,113 

2,854 

26.0 

74.0 


Source: Tata Industries Pvt. Ltd Statistical Outline of India, 
1067, Table 87, P. 86. 


TABLE IV 

REVENUE THROUGH INDIRECT TAXES DURING THE THREE PLANS 


(Rs crores) 




Total 

First Plan 
period 

Total 

Second Plan 
period 

Total 

Third Plan 
period 

Taxes on commodities and services (1+2+3+4) 


1,3722)6 

2,125.69 

4,708.16 

Customs; Imports 


648.30 

698.42 

1.723.22 

Exports 

... 

264.37 

104.35 

30.23 

Other Revenue 


21.83 

37.77 

32.46 



934.50 

840.54 

1.785.01 

Le.ss refunds 


18.84 

22.89 

56.49 

1. Net receipts 


015.86 

817.65 

1,729.42 

Union Excise Duties: 


517.26 

1,553.00 

3,517.15 

Less states' shares 


64.06 

281.23 

614.81 

2 . Net receipts 


453.20 

1.272,70 

2,902.34 

Taxes on Bailway Fasaengar Fare 


— 

44.62 

_ 

Less states’ shares 


— 

42.16 

— 

3. Net recripts 

... 


2.46 


4. Other taxes and dutlea 

... 

4.02 

32.82 

76.40 


Soum: BK BuOttin, April 1868, StatMmnt No. 2, p. 448. 
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ix-riod over the second Flan period Ra 1447.6 crores or 76.4 
per cent and. that of third Plan period over the first Plan 
period It was Its 2,076.4 rmres or 164,1 per^ cent. But the 
contribution of tux rwcniic us percentage of total tax revenue 
in the first, second, and third Plan periods actually showed 
a declining trend which stood at 24.4 per cent, 31.2 per cent 
and, 28.1 per cent respectively. 

The growth of the direct and Indirect tax revenue of the 
central government from 1950-51 to 1065-60 was as given in 
Table VI (page 515). 

It is observed that though the trend of tax revenue from 


direct taxes is towards a rise, yet its share in total tmi revenue 
has all along been falling except In 1963-64 and 1964>K, when 
it showed a small increase. It can, thus, be said that the m«M - 
lisation of resources for tlu» fourth Ove-vear Plan thinugh 
additional direct taxation will be modest. On the other hand, 
the share of Indirect taxation in the total tax revmue of the 
Government of India increased from 65 per cent in 1950-51 to 
74 per Cent in 1965-66. It is to be seen whether it would be 
possible to extract more from the public through indirect taxa¬ 
tion when their purchasing power has been adversely affected 
by the stow growth of employment opportunities on the one 
hand and the rising cost of living on the other. 


Relationship Between Aid and Trade 

P. KUMAR 


THE DEVEI.OPINO countries, in their endeavour to Improve 
the structural imbalances in their economies, import capital 
€!quipment, maintenance goods, technical know-how etc. The 
peculiar features of these imports are; a wide range and an 
inelastic demand. On the other hand, the characteristics of 
their exports ore: a narrow range of primary products, an 
inelastic demand (in relation to falling prices) and an elastic 
demand (in relation to rising prices), and on unstable supply. 
The cumulative effect of all these factors is that these countries 
suffer from endemic trade deficits. The figures in Table I 
substantiate this fart. 

The balance of trade is the predominant constituent of 
the balance of payments. As such, the deficit in trade aggra¬ 
vates the problem of balance of payments. The World 
Economic Survey aptly analyses that “the gap on trade account 
has pulled down the combined external resources of the 
developing countries to a dangerously low level.''(l) To reduce 
the deficits in balance of payments, the develojdng countries 
tall back upon international aid. Arguing on the same lines, 
the survey maintains: “In many of the developing countries, 
export structures do not provide an assured source of expand¬ 
ing foreign currency carninf^; hence there ia a certain 
dependence on the net inflow of resources other than through 
trade. This has made the financing of economic development 
an Intemotlonal matter, involving tlw governments of the more 
advanced countries as well ns those of the developing countries 
themsi'tves.''(2) International aid has its impact (and impli¬ 
cations) on the economies of the donor as well os the recipient 
countries. The most prominent sector of the economy to lie 


affected by aid is that of trade. According to the survej*, 
the long-term objective of the financing of economic develop¬ 
ment should be to enable the developing countries “to finance 

the required imports by means of their exports_”(3) Through 

an examination of the relationship between aid and variou.<. 
components of international trade, this article aims at finding 

TABLE I 

INTERNATIONAL TRADE W THE UNDERDEVELOPED ■ 
AREAS. 1956-64 


(Millions of dollars) 


Year 

Imports 

(c.i.f.) 

from the world 

Exports 

(c.i.f.) 

to the world > 

Balance of '.radi 

1956 

26200 

24900 

—1300 

1957 

29700 

25400 

-■1300 

1058 

27700 

24700 

—3000 

1959 

27200 

25700 

—1500 

1960 

30000 

27400 

2600 

1961 

30800 

27700 

—3100 

1962 

31200 

28900 

—2300 

1963 

32400 

31500 

— 900 

1964 

34900 

34400 

— 500 


Source; UN (Deportment of Economic and Social Affairs); 

Year Hook of International Trade Staiistics 1964. 
New York, 1966, Pp. 12-13. 


TABLE 11 

NET OUTFLOW OF RESOURCES TO THE DEVELOPING COUNTRIES AND WORLD EXPORTS BY REGIONS, 1956-64 

(Millions of dollars) 



Public flows 

Flows from multi¬ 

Total flow 

Exports from developed 

Percentage 

Exports from under¬ 

Year 

(bilateral) 

lateral agencies 

(1+2) 

areas to under¬ 

of 

developed areas to 



(excepting UN) 


developed areas 

(3) to (4) 

developed areas 


(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

1056 

2607 

139 

2746 

18320 

IS 

18250 

1957 

3034 

262 

3206 

20830 

16 

18180 

1958 

3845 

312 

3957 

19680 


17860 

1959 

3540 

278 

3818 

19280 

20 

18770 

1960 

3982 

185 

4167 

21230 

20 

19770 

1061 

4803 

76 

4879 

21650 

20 

19760 

1962 

5031 

267 

6288 

21240 

as 

20750 

1063 

5294 

440 

5734 

22370 

26 

22830 

1964 

5271 

600 

5871 

24640 

24 

24010 


Sootee: Column (1): UN (Department of Economic and Social Affairs): The Financing of Economic Develoisnent, Woild 
Economic Survey 1969-Part I, New York, 1966, Table Il-l, p. 45. 

Coluinn (2): Ibid., Table V-2. p. 126. 

Columns (4) and (6): UK (Department of Economic ond Social Affairs); Year Boede of Intenutional Trade 
StatlaUcs 1064, New York, 1066, pp. 28-19. 
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out tbe catalytic affect of aid in achieving the aforesaid 
abjective. 

The ficnv of aid has a direct hearing on the exports of 
the donor countries and the imports of the recipient countries. 
The utUiauition of aid-flnanced imports may facilitate export- 
orientation and generation of exportable sun^us in the recipient 
' countries. In Table II (page 516) the relevant figures of aid 
and trade have been compared. 

Ebecept for the years 1958 and 1962, increased outflow of 
aid (as compared to the preceding year) is associated with 
increased exports from the developed countries to the under¬ 
developed countries. It clearly indicates that the outflow of 
aid has helped in increasing exports, from the developed 
countries to the underdeveloped countries, to a substantial 
extent The increasing percentage of aid to export shows that 
the dependence of tbe developing countries on aid, to finance 
their imports, ia on the increase. 

During the years 1957, 1958 and 1961, the flow of aid 
from the developed countries to the underdeveloped countries 


Sir 

increased (as compared to the preceding year) tmt the coenth 
ponding exports from the underdevdoped countries to the 
developed countries went down. Also, as compared to 1M6, 
the outflow of aid from the develop^ areas to the under¬ 
developed areas rose by about 114 per cent in 1864; but, 
for the same years, the percentage of increase in exports from, 
tlic underdeveloped areas to the developed areas rose by only 
53 per cent The only relieving feature seems to bo that 
during 1963 and 1064, exports from the underdeveloped 
areas to thi‘ developed areas u'cre more than Imports Into 
the underdeveloped areas from the developed areas. But the 
figures of favourable balances of $460 million and $370 million 
were meagre as compared to the inflow of aid during the' 
same years. 

The developing countries depend heavily on the developed' 
countries for tteir import requirements. Toble III shows the 
degree of such dependence. 

The developed countries provide more than three-fourths 
of the import requirements of the underdeveloped eouatrica. 


TABLE 111 

FLOW OF AID AND INTERNATIONAL TRADE BY REGIONS, 1956-1964 

(Millions of doUate) 





Imports into underdeveloped areas: 

Imports into develop*^ areas: 


Flow of from deve- from under- 


Percentage 

from deve. from under- 

Penentage 

Year 

Bid 

loped oreas developed 

Total 

of 

loped areas developed Tntol 

of 




area 

- 

(2) to (4) 


areas 

(7) to (8> 


(1) 

(2) 

(3) 

(4) 

(5) 

(8) 

(7) (8) 

m 

1956 

3746 

18320 

5780 




18250 64140 

88 Ji 

19!57 

3296 


6180 




16180 67780 

26.8 

19S!t 

3957 

19680 

5650 




17860 64310 

87J 


3818 

19280 


25040 



18770 70060 

36.8 

1960 

4167 

21230 

6060 

27280 

76 

58920 

19770 78690 

26.1 

1961 

4879 

21650 

6070 

37720 

78 

62930 


23.9 

1963 

5288 

21240 

6300 

27540 

77 

67400 

20780 B81S0 

33.6 

1963 

5734 

22370 

6630 

28000 

77 

74620 

22830 97450 

23.4 

1964 

5871 

24640 

7080 

31720 

78 

85560 

24010 110400 

22.6 

Sauto: 

Column (1) 

: Table 11. 








Columns (3), (3), (6) and (7): UN (Department of 

Economics 

and Social Affairs): Year Book of International 


Trade Statistics 1964, New 

York, 1908. 

Pp. 28-29. 








TABLE IV 






OUTFLOW OF AID AND UNIT VALUE (FRICE) INDICES, 1956-64. 





Export unit values (price) 

Import unit value (price) 

Percentage of imports to 




Index base (19S8sl00) 

index base (1958s 100) 

total imports into: 

Year 









UUIUOW OK BIO — 








(millions of 

Developed Underdeveloped 

Underdeveloped Developed Underdeveloped 

Developed oreas 


dollars) 

areas 

areas 

areas 

areas 

areas from deve- 

from underdeve- 








loped areas 

loped areas 



(1) 

(3) 

(8) 

(4) 

(5) 

(8) 

(7) 

1966 


2746 

100 

104 

100 

103 

76 

28.5 

1957 


3296 

103 

104 

103 

107 

77 

28.8 

1958 


3957 

100 

100 

100 

100 

78 

27.8 

1959 


3818 

08 

97 

98 

97 

77 

26.8 

1960 


4167 

100 

98 

99 

98 

78 

25.1 

1961 


4879 

101 

95 

98 

97 

78 

23.9 



5288 

101 

93 

97 

96 

77 

28.8 

1968 


6734 

103 

95 

98 

97 

77 

33.4 

1964 


8871 

103 

97 

99 

99 

78 

22.8 


Ronraa: Column (1): TaUe IL 

Oiiq»fn(i (g) to (S) : UN (Departmmt of Economic and Social Affairs); Year Book of International Trade StSK 
tiatlcs 1964, Now York, 1966, Pp. 80-31. 

Columna (6) and (T): Tatdo 10. 
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A« pointed out earlier, the outflow at jald helpful 

in enbancina exports from the develoy^ countries to the 
underdeveloped countHes. The perccntBpc of aid to exports 
rose as high as 26 (Table II, column 5) in the latter years. 
As a corollary, the decrease in or stoppage of aid is bound 
to affect adversely the exports from the developed areas to 
the underdeveloped areas. 

The devdoped areas do not import In as high proportions 
from the underdeveloped areas as they provide aid; most of 
their Import requirements are met Inter se. Table 1 indicates 
ttot the exports from the underdeveloped areas to the world 
hove gone up but Table III shows that the relative diare of 
exports from the underdeveloped areas to the developed areas 
has a downward trend. It means that the enhanced additional 
exporta have gone to the underdeveloped areas and increased 
aid haa not been helpful in regional diveralon of exports. 

The flow of aid Influences the unit values (prices) as 
shown In Table IV (page 517). 

Except for the years 1956 and 1862, increased (as compared 
to the preceding year) outflow of aid from the developed areas 
to the underdeveloped areas Is associated with increased unit 
value (price) Indices of exports from the developed areas to 
the world. It means that the outflow of aid has been helpful 
in improving the unit value (price) of exports of the developed 
areas. The export unit value (price) indices of major donor 
countries also substantiate this fact (see Table V). 

Noteworthy Point 

The five developed countries, which contributed 90 per 
cent or more aid during the ybars 1856‘ltt64, had, by and la^e, 
favourable export unit values (prices). The noteworthy bolnt 
is that, with the increase in the amount of aid, indices for the 
(»rresponding periods showed an upward trend. As cmnpared 
to the Increasing amount of aid, the relative Improvement In 
the unit values was of different degrees. The least Improve¬ 
ment was in the unit values of the USA, the biggest donor 
among all the five countries. 

Barring the years 1957, 1900, 1963 and 1964, increased in¬ 
flow (as compart to the preceding year) of aid to the under¬ 
developed areas was associated with decreased unit value 


(price) Indices of exports* Iron the underdevelopad anas to 
the world. It does not mean that increaaed ^ decelerated 
the unit values of exports from the underdevelopad countries 
to the world but, it does indicate that aid haa not been substan- 
tially helpful in export-orientation aa whU as export-divetel- 
fication (commodity composition) of the underdevelop areas. 
Moreover, contrary to the fluctuating upward taend in the* 
export unit value (price) indices of the developed countries, 
the export unit value (price) indices of the developing coun- 
triM show a fluctuating downward trend. 

'The outflow of aid frrnn the developed areas to the under¬ 
developed areas is correlated with increased exports ficna the 
developed areas to the underdeveloped areas. The relevant 
point la that higher inflow (as compared to the preceding year) 
of aid to the underdeveloped aieaa, during the years 1997. 1960, 
1963 and 1964, was asscr'ated with higher unit values (prices) 
of imports. The comparison of unit values (prices) of imports 
of the underdevelop areas with the percentages of imparts 
into them from the developed areas (Table IV, columns 4 and 
6 ) showed that higher percentages were associated with higher 
unit values and vice versa. It lncU<»tes that the inflow of aid 
hag been contributory to increasing the import prices for the 
underdeveloped areas. This may be verified from the cases 
oi important recipient countries. 

The Year Book of Intemalional Trade Statistics does not 
contain figures of unit values (prices) lor many of the under¬ 
developed countries. The figures of a few countries (Table VI) 
show that barring Braril and Pakistan, the other major aid- 
receiving countries reveal an association of higher inflow of 
aid with higher import unit value (price) indices and vice 
versa. 

Table IV reveals that during the years 1958, 1961 and 1962, 
increased (as compared to preceding year) outflow of aid from 
the developed areas to the underdevelop areas is associated 
with decreased unit value (price) of Imports from the world 
(column 4). In the rest of the years, this type of relationship 
is missing. The developed areas have been unable to import 
at cheaper prices in spite of higher outflow of aid, only because 
they imported very little f<om the underdeveloped areas. If 
they increase their imports from the underdeveloped areas pro 
rata, the unit values ^ imporbi are likely to be favourable to 


TABLE V 

NET OUTFLOW OF HE80URCES TO DEVELOPING COUNTRIES AND MULTlLATEItAL AGENCIES BY SELECTED 
COUNTRIES AND THEIR EXPORT UNIT VALUE (PRICE) INDICES, 1956-1958 TO 1962-64 


Country 

Average 1058-1058 

Average 1950-1961 

Average 1962-1084 

Net outflow 
of resources 
(millions of 
dollars) 

(!) 

Export unit 
value (price) 
index base 
1958=100 
(2) 

Net outflow 
of resources 
(millions of 
dollars) 

(3) 

Export unit 
value (price) 
index base 
1998=100 
(4) 

Net outflow 
of resources 
(milllims of 
dollars) 

(5) 

Export unit 
value (price) 
Index base 
1998s 100 
(6) 

Oonada 

56 

100 

66 

102 

94 

107 

France 

787 

02 

874 

112 

900 

116 

West Germany 

239 

101 

369 

102 

.394 

107 

UK 

208 

96 

.386 

100 

415 

105 

USA 

... 1778 

100 

' 2523 

Ifll 

3301 

102 

Total (5 countries) 

. 3039 


4218 


5104 


Grand ToUl (19 countries) 3324 


4651 


5696 


Percentage of total to 







grand total 

92 


91 


00 


Sonne: Columns (1), (3) and (5); UN, (Department of Economic and Sodal Affairs): Yhumcing of Economic Deve- 


lopment. World Economic Survey 1965—Part 1. New York, 1066, Table 11-2, p 46. 

Columns (2), (4) and (6): AdapP from UN (Department of Economic and Soflal Affairs): Year Book of Inter* 
national Trade Statistics 1964, New York, 1966. 
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ttaam. Aaeardinc to T«bl« IV (column* 5 ud 7). durinc tbo 
yean 1SS7. 1SS8, 1960, 1863 and 1864, the decreaao (a* com¬ 
pand to the preceding year} In tba relative ihare of Imports 
into the developed areu from the undenteveloped areu wa* 
associated with the increase in the unit values of imports lor 
the developed areu and vice versa. 

The unit valiln (prlcu) of exports and imports affect the 
terms of trade. To barrow the words of Viner, “All other thtup 
equal, it is, of course, to the advantage of a country that its 
export prices should be high and should be moving still higher, 
relative to its import prieu.*’(4) TaUe VII shows relationship 
between aid and terms of trade. 

Donori Benefit 

Barring the year 18S8, when the outflow of aid wu low 
(M compared to the preceding yew), th# increased outflow of 
aid wu usociated with tneresi^ (Le. favourable) terms of 
trade for the developed areu, during the years 1997 to 1962. 
The other remarkable fact wu that the trend of the terms of 
trade wu lavoiirable to the developed areu. Table Vlll shows 
that, by and large, major donor countrlu enjoyed favourable 
terms of trade. 

Bxceptlng France which had reduced terms of trade during 
1862-1964, the rest of the major donor countrlu had increued 
terms of trade usociated with enhanced outflow of aid. From 
the point of view of the enhanced terms of trade. West Ger¬ 
many had been the largest beneficiary. 

The inflow uf massive aid may be a substitute for un¬ 
favourable terms of trade; u argued by Onltiri, “.in the 

absence of a massive increase in forel^ aid, the process of 
development of the primary producing countries may be consi¬ 
derably slowed down if the terms of trade remain at Qieir 
presort lcvol.”(5) It clearly Indicates that Inflow of aid 
should Improve the terms of trade. Contrary to this reuoning, 
(Table VII), large Inflow of aid is associate with decreasing 
(i.e. unbvourable) terms of trade for the underdeveloped 
countries, except a little improvement in 1963 and 1964. 
Morgan, in his paper submitted to the International Sconoinlc 
Association Conference in 1961, also came to the same conclu¬ 
sions on the basis of figures fur the years 1994-1959.(6) The 
noteworthy (act is that in 1958 the indices of terms of trade 


for the davdoped and the underdeveloped areu were VI and 
104 respectively; but, in 1964 ttuu flguru wan intetchaaged, 
Ui tW indicn baeame 104 and 87 for the devtfoped ud 
undwdeveiopad areu reapeetivaly. Thia downward trend cor- 
roboratw that aid hu not baen effaetive in wport«rientetiOD 
u well u la eomposiUonal dlvaralflcatlon, which alone can 
improve the terms of trade for the underdeveloped countrlu. 

The developed countrlu have been grut beaeficlarlm of 
iutemational tnde.(7) The comparisons show that outflow 
of international aid maku the benefits still grular. The out¬ 
flow of international Md has expanded the exports from the 
developed countrlu to the underdeveloped countrlu and its 
reduction or ceeutleo is likely to reduce such exporta lubctan- 
Ually, The outflow of intetnatioaal aid ha* also increoaad tha 
exp^ from the imderdaveloped areu to the world, but it 
hu not increased the relative share of exporta from the under¬ 
developed areu to the developed areu. Thus, aid hu not 
helped In regioiwl diversification of exports from the under¬ 
developed countries. Outflow of aid has increased export 


TABU vn 

AID AND TUaiS OF TIUUIE. 1996-1864 



Outflow of aid 

Teims of Trade 

Year 

(minions of dollars) 

(1) 

Developed 

areas 

(2) 

Underdeveloped 

areas 

(3) 

1996 

2746 

97 

104 

1997 

3296 

96 

100 

1956 

3997 

100 

100 

1959 

3816 

102 

99 

I960 

4167 

103 

99 

1961 

4679 

104 

97 

1962 

5266 

105 

95 

1903 

5734 

104 

97 

1964 

5671 

104 

97 


Sonrw: Columns (1): Table II, Columns (2) and (3): UN 
(Department of Economic and Social Affairs); 
Year Book of International Trade Statistics 1964, 
New York. 1966, p. 31. 


TABLE VI 

NET OmCIAL FLOW OF EXTBBNAL BBSOURCES FBOM INDfSTM AL MA MUBT ECONfMOlB AND FEOM MULTl- 
LATESAL .AGENCIES TO SELECTED DEVELOPING COUNTS1E8 AMD THEIBIMPOKT UNIT VALUE (noCE) IND1CB8, 

1661-1964 


Country 

Average 

1961-1962 

Average 1902-1964 

Net outflow uf 
resourcu (mUI{on.s 
uf dollars) 

(U 

Import unit 
value (price) 
indicu bau 
1858=100 
(2) 

Net outflow of 
ruourus (mUllaaa 
of dollara) 

13) 

Import unit value 
(price) indicu 
bau 1988=100 

(4) 

Argentina 

. 141 

64 

106 

92.5 

BrasU 

. 523 

108 

432 

112 

Chile 

266 

82 

270 

92.5 


i«)4 

96 

2208 

98 

Israel 

221 

93 

239 

94.5 

Pakistan 

. 661 

101.5 

1019 

99.5 

Philippines 

86 

107 

124 

116.5 

Thailand 

. 98 

99 

93 

94.5 


Sonrw: rviinmn. (j) and (3); Adapted from UN (D^artment of Bcanomk and Social Attalrt): Intamational Flow of 
Long-term Capital and OfflcUl Donations 1961-1965. New York, IMt, Pp. 60-66. 

(I) and (g)- from tiN (Department ot Economte and Scclal Affhira); Yur Book of Inter- 

naticnal Trade Statfalia 1904. 
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unit value (price; indloea ot the donor Countries, but ita inflow 
haa not improved the export unit value (price) indices of the 
recipient countries. The import unit values (prices) ol the 
deveioped countries may be lower U tfaniy encourage imports 
from the underdeveloped countri«(. The import unit value 
(price) indices of the underdeveloped countries have been 
higher because of their dependence on the developed countries 
for imports. Outflow of aid as well as meport of manufactured 
goods makes the terms of trade favourable to the developed 
areas and unfavourable to the importing underdeveloped areas. 
Singer rightly says that the induetrlal countriee are benefited 
as consumers of printory commodities and as producers of 
manufactured articiea and the underdeveloped countries have 
often iMd the worst of both.(8) The overall effect is that on 
the one hand, the trade-deficit ot the underdeveloped countries 
has enhanced (Table I) and on tbe other hand, the thought of 
.‘aid to end aid* has been thwarted. The underdeveloped areas 
are in a precarious posiUou with regard to their mounting 
debt repayment obligations, and in fact, need ‘aid to redeem 

TABLE Vlll 

NET FLOW OF BESOURCES TO DEVELOPING COUNTBIBS 
AND THE MDLTILATEEAL AGENCIES BT BELECTBD 
COUNTRIES AND THEIR TERMS OF TRADE, 
1956-1951 to 196M96( 


Average 1950-1958 

Average 1959-1961 Average 

1962- 

1964 

Country Net 

Terms 

Net 

Terms Net 

Tarms 

outflow ol 

of 

outflow of 

of 

outfiow of 

of 

resources 

trade resources 

trade 

resources 

trade 

(mUlloiis 


(millions 


(millions 


of 


of 


of 


dollars) 


dollars) 


dollars) 


(1) 

i2> 

(3) 

(4) 

(5) 

(6) 

Canada 56 

101 

66 

103 

04 

97 

France 787 

98 

874 

too 

900 

103 

West 






Germany 23U 

95 

309 

103 

394 

108 

UK 208 

95 

386 

102 

415 

105 

USA 1778 

97 

2323 

105 

3301 

105 

. . .. . 

. 

_ __ , ^ 


—. . - --- . 



Source; Column! (1), (3) and (5): Table IV. Columns (2), 
(4) and (6): Computed from UN (Department of 

-o..,., 

national Trade Statistics lMt4, New York, 1966. 
TABLE IX 

AMORTIZATION AND INTEREST PAYMENTS OF PUBLIC 
AND PUBLICLY GUARANTEED EXTERNAL DEBT OF 
THIRTT-FOUB DEVELOPING COUNTRIES, 19S3-196S 

(Million of dollars) 


Year 

irest 

Amortization 

Total debt 




services 

1958 

151 

457 

608 

1960 

322 

1089 

1411 

1961 

366 

1093 

1459 

1802 

4TS 

1297 

1762 

1963 

537 

1438 

1975 


aid'. The figures in TaUe IX highlight the gravity of the 
situation. 

Aa compared to 1958, tbe Interest obUgatious, the amortiza¬ 
tions and the total debt service obligatloiu of the 34 developing 
countries Increased by 255 per cent, 215 per cent and 226 per* 
cent, respectively, in 1963. The above figures also reveal that 
in 1956 tbe amount of amortization was $457 million but in 
1963 the interest payable exteeded this amount, tbe same being 
$537 million. For the period ahead, the picture is likely to be¬ 
come more sombre. According to tbe analysis made by a UN 

team, “.fur the developing countries as a whole tbe burden 

of debt service is likely to rise even more sharply in future as 
grace periods come to an end and interest and amortizaiion 
have to be paid on the debt contracted in the nliwtcen- 
slxtiev."(9) With an eye on these debt services, Harrod said that 
“in general, foreign borrownigs should be regards^ gg a burden 
upon the balance of payments."(10) Tbe above oWldB give 
rise to grave doubts about the efficacy of Internatttnal aid 
In the achievement of the avowed objective ut financing im 
ports through cxport-eamlngs. 

Rational Approach 

To reduce the rigours of growing trade deficits and gallop¬ 
ing repayment obligations of the underdeveloped countries, u 
ratiunal approach Is needed on the part of the donors as well as 
the recipients of aid. The UN study team rightly concluded 
that “there is a strong common interest in a reaUstic ret«- 
pralsal of the terms on which resources are made available to 
the developing countrie8".(ll) The sympathetic gesture of debt¬ 
rescheduling and moratorium of payments is only a palliative 
and not the panacea. The developed countries must encourage 
imports from the underdeveloped countries to their own bene¬ 
fit (as it will lower unit values of their imports) and to the 
benefit ot the recipients of aid. The donor countries must 
impose stipulation that the recipients will canalise aid towards 
export orientation and import substitution of their foreign 
trade sector. But, there will be some time-lag between aid 
utilization and export orientation. Aa such, the terms and 
conditions, as to the time ot repayment, should be fixed with 
this time-lag in view, Tbe 225 per cent increase in the amount 
of interest within eight years (as compared to the 24 per cent 
increase in aid) also indicates that the terms as to rate of 
interest also need liberalization. On the other hand, the under¬ 
developed countries should encourage imports of manufactured 
goods from those developing countries as have attained some 
degree of export-orientation and have started exporting them. 
It will help In reducing import unit value (price) indices of the 
underdeveloped countrla. The underdeveloped countries must 
strengthen their foreign trade sector by diverting aid to this 
sector.(12) Too much reliance on the GATT or the Keimedy 
Round or the UNCTAD is not likely to bear the desired fruits. 
The UN study rlghUy opines that the multilateral efforts through 
the GATlT and the UNCTAD to increase the gains derived by 
the developing countries from their exports “have yielded 
relatively little in the way of easier access or improved terms. 
However, the goods concerned, being predominantly primary 
commodities, have faced not only unfavourable demand condi¬ 
tions but also one of the most recalcitrant elements to the com¬ 
mercial policy of almost all the developed market eco- 
nomics.'’(13) Through a rational approach tbe developing 
countries may be able to realise their dream of ‘liquidating aid 
through trade’. 

REFERENCES: 

(1) UN (Department of Economic and Social Affairs) : 

The Financing of Economic Development, World 

Economic Survey 1965—Part 1, New Yo^ 1966, p. 33. 


Soorce: UN (Department ot Economic and Social Affairs):, F‘ *• 

Intamational Row of Long^rm Capital and Of& (3) p. 38. 

dal Donations 1931-1985. Table 16, p. 46. (4) Vtoer. J.: ‘TStablUty and Progress: The Poorer Coun- 
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DUNLOP INDIA 
SETS YET ANOTHER 
EXPORT RECORD 


1968 exports ofRs, 2.51 crores 
highest ever by a tyre company 


Dunlop India continues to set new records in exports. In 1967 Dunlop 
was the first tyre company in India to exceed the Rs. 2 crore mark. 
In 1968. Dunlop India's direct exports went up to Rs. 2.51 crores, an 
inercose of nearly 11 % over the previous year. 


1S88 PERFORMANCE AT A GLANCE 

Total Direct Exports: 

Rs. 2.51 crores. 

Exported to: 

48 countries, including the U.K. and the U.S.A. 

Countries exported 
to for the first time: 

West and East Germany, Canada, Turkey, Panama, 
Nicaragua, Somali and Honduras Republics. 

Biggest single export 
order received: 

Rs. 89 lakhs from Autocentar. Yugoslavia. 

Products exported: 

Aero tyres; tyres for earth moving equipment, 
trucks and buses, light trucks and cars; cycle 
tyres and rims; rubber solution; transmission 
belting; braided hose; fan and vee belts. 


^ aUNLOP MNDMA 

—keeping pace mth Indians Export Drive 
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Research in Family Planning 

B. L. RAINA 


RESEARCH FORMS a significant part of the integrated health 
and family planning programme in the country. All along, the 
programme has Itecn continually strengthened and modified 
when and where necessary by the findings of the numerous 
research studies that have been carried out over the years. Scime 
of the questions usually asked are: What are the main family 
planning research activities? What picture emerges out of the 
research done so far? What are the major directions in which 
re.search efforts are being, or should tie. intensified? 

The research carried out in family planning comprises 
.ireas of follow-up studies, bio-medicine, .social .sciences and 
ilcmography, communications, organization and field opera¬ 
tions. Emphasis in these studies has been laid on those aspects 
which contribute to better implementation and further dc\'e- 
lopmrnt of the family planning programme. Basic research 
is also given support. The following will give an idea of th'° 
research that has been undertaken in this country in the field 
of family planning and the ideas thrown up hy this research 
to make the programme more effective. 

I.U.C.D. 

About 2.45 million lUCU insertions were reported up to 
May, 1968. Allowing for drop-outs, about 1.5 million women 
have been protected, which number corresponds to 2.9 per cent 
of the eligible couples. On an average the acceptors had four 
children and the median age group at the time of first insertion 
was lietween 25 and 29 years. Between 40 and 50 per cent of 
the acceptors had no complaints and among those who had 


mure than half mentluiied bleeding and pain. The progressive 
retention rates are shown in Table I. One lUCD insertion la 
estinialcil lo prevent 0.5 birth. 

$ttrilizati«n 

The number of sterilization operations reported since 1966 
ts over five million. Up to 1960, tubectomiea (female aterillza- 
tion) wefc mev than half of all stwilizations, whereafter 
there was a swing in the ratio. Currently there are about six 
vasectomies for every tubectomy. The median age for vasec¬ 
tomy is 35 to 30 years for the husband and .30 to 33 years for 
the wife; for tubechimy it Is .31 years. The mean number of 
children in both eases is five. The research activities .,ro in 


TABIjR 2 

lUCD TliXMlNAnON RATES* 

(Per 100 insertion.s) 


Duration 

Expulstoii 

Removal 

Pregnancy Total tennination 

(months) 





6 

4.5 

6.3 

(1.4 

11.2 

12 

8.7 

i;i.6 

1.14 

23.4 

18 

11.2 

2,3.1 

2.3 

36.3 

24 

16.6 

27.1 

2,3 

46.3 

» Murty, D.VA.; 

Mohapntra P.S.. and 

Pralihakar A.K, 

An 

analy8i.s of 

Data on 

(Uen cases- 

• Central Family 


Planning In.-.titute, New Delhi 


TABLE 11 

SOME CHARACTERISTICS OP ACCEPTORS 


Methods 

Median age of woman 

Living Cldldren 

Literacy 

Income 

Cases 

Age 

Cases 

Numlier 

Case.-! 

Percentage 

literate 

Cases 

Percentage 
with less 
than Rs KKi 
.1 month 

Vasectomy 

74,45.3 

37.7t 

68,134 

4.b 

21.261 

45.1 

3..374 

81.1 

Tubectomy 

30,965 

31.6 

26.207 

4.7 

11.595 

36.0 

1.590 

661 

lUCD 

132,071 

29.5 

120.814 

4.0 

9,512 

4S.S 

1,852 

22.0 

Orals 

1486 

29.8 

1400 

34 

1,856 

71.1 

1,856 

•36.6* 


* Iteten to family income, t Wife of 
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in ii'ijr aUte, the lowest observed in Andhra Pradesh w« still 
BE h'lih as 5.6. 

TABLE VI 

A^iaRAGE NUMBEK OF CHUDBEN BOBU TO WOMEN 
WITH IINBBOKEN MABR1AGE8 47 TEABS AND OTEB, 
UBBAN ABEAS OF STATES, INDIA, 196M1 


States Average number of children bom 


Andhra Pradaih 

• • • 


5.59 

A-isr,m 



5.65 

Bil-.ir 



8.50 

G'l jurat 



7.23 

.i."i)iniu 4e Kashmir 



6.27 

Kerala 



0.51 

hfedhya Pradesh 



6.20 

Tamil Nadu 



5.79 

h'liharoshtra 



6.19 

Mysore 



6.64 

Orissa 



5.77 

Punjab 



8.76 

Rajasthan 



7.07 

Uttar Pradesh 



7.47 

West Bengal 



6.23 

AH India 



eJM 


DifftrtntiaU in Fertility 

Bural'Orban BesMeiice: Date from several sources indicate 
tliiit the rural-urban differmtlal in fertility was small and 
ir.siimiflcnnt up to the end of the Hfties. These sources 
include the ditlerent rounds of the national sample surveys 
of the Registrar-General of India, those of the Gokhale Institute 
ol Poiitics and Economics, the Mysore population survey and 
tho Bengal survey and those undertaken by other agencies. 
The average number of children bom to women with unbroken 
miirri.'igi's during their reproductive span, as reported by tite 
liifLerent studies, is shown in Table VIl. 

TABLE VII 

AVERAGE NUMBER OF CHILDREN BORN TO WOMEN 
REMAINING MARRIED TILL THET PASS THE 
BEPRODDCnVE AGE* 


Hengal Survey (1541-1949) 

Bullygunge-Upper middle class, urban 5.7 

Benlatola-Lower middle class, urban 6.2 

Singur-rurai 7.3 

Mysore Survey (1952) 

Bangalore City 6,2 

Rural Areas 6.0 

Foona Survey (1952) 5.9 

Poona City 6.4 

Poona (Nun-City) 6.4 

National Sample Survey (1952) 

All India Urban 5,36 

All India Rural 9.93 

Patna City Survey (1956) 5.9 

Banaras, Rural areas (1956 ) 6.S-7.3 

Central India Survey (ISiM) 
aty 6J 

Village 6.8 


• The year within brackets reters to the time when the 
survey was conducted. 

While it is clear that rural-urban differentials witii lagaid 
to completed family size are minimal, one must not ovsriook 
the fact that completed family size does not reflact tha reeoit 


trends In lertUity. The current fertOlty can be atudted from 
curimit birth rates. Table VIU gives the birth rate obtained 
in the studies mentioned in Table VIl as well as In the different 
rounds of the national sample survey and the one per cent 
survey of the Registrar-General. 

Education: A negative association between fertility and 
educational level has been observed In the several studies 
in this country and abroad. The Mysore poptUatton Study 
revealed that in Bangalore city, the average number of chlldten 
bom to ever-married illiterate women above the hge of 45 was 
about 5.4, while that for women with hlid> sdioOt or college 
education, it was 0.9. Partly, this mi^t have been due to 
the higher age at marriage of the bettey educated Woman. 
The National Sample Survey of 1960-61 conducted la urban 
areas also showed similar results. For women aged 47 yean 
and over with unbroken marriage It was found that the mmiber 
of live births to illiterate women and women with education 
up to the primary level only was 6A. CorrBspcmdlng figures 
for women with middle and high school education were 5.0 
and 4.6 respectively. For women with university edueatim 
it was as low as 2.0. This focuses attention on tha importance 
of educating girls. It is reported that while 90 to 98 per cent 
of boys are attending schools hardly 60 per cent gills go to 
school. Education (especially of women) is a vita] sector not 
only lor economic develoiunent but “even in the matter of' 
achieving the small family nonn”.t 

Economic Status; The national sample surveys have 
shown generally that fertility decreased with Increase in per 

TABLE VUI 

BIRTH RATES IN SELECTED ABEAS IN INDIA 


Mysore Survey (1952) 

Bangalore City 33.0 

Towns 38.9-39.8 

Rural Plains 39J> 

Rural Hills 44.5 

National Sample Survey Seventh Bound (1953-1854) 

AH India 29.7 

Urban Areas 34.6 

Rural Areas 39.9 

Patna City Survey (1956) 

National Sample Survey Fourteenth Round 
(1957-1959) 

All India Rural 38.9 

National Sample Survey Fifteenth Round 
(1959-1960) 

All India Rural 38.9 

Registrar-General’s Saqiple Begistrutlon Scheme 
Full Scale Sample Boghtintlmi 
Bihar 37.7 

Gujarat 44.8 

Kerala 34J1 

Maharashtra 32JI 

M.vsore 38JI 

Pilot Samide Reglstntton 

Andhra Pradesh 33.2 

Assam 39,9 

Jammu & Kashmir 42.1 

Madhya Pradesh 48A 

Tamil Nadu* 38.9 

Orissa 36J1 

Punjab* • 41.6 

Rajasthan 41A 

Uttar Pradesh 45.8 

West Bengal 39.7 


* Purposive Sample. 
** Includes Haryana. 


t Mitra. Aaok, The Small Fhmily Norm and Uteracy Family Ranuing Newt, Vot X, No. 3,1969. 
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capita houelKild expenditure. However, a detailed atudy of 
couples with very low incomes has shown Out fertility tends 
to increase till a certain level; then It shows a tendency to 
drop. Similar results were also found In the Mysore study. 
While education is a vital factor, in Kerala (where education 
ievd is high) fertility has not been moderated. This seems 
to be due to low economic status and employment. 

Age at Marriage: Social and cultural factors have tended 
to support an early age at marriage for females in India. 
Soma idea of the trend in the age at marriage over the decades 
can be obtained from census data and shows a trend of 
gradual increase. The present age at marriage for females 
is estimated to be about 16 years. Certain large-scale gurveys, 
including the Mysore Population Study and the National Sam¬ 
ple Survey, have shown a higher age at marriage for urban 
women as compared with rural womoi. However, the difference 
in age between rural and urban females has not led to a 
differential pattern in fertilit.v between the two groups of 
women ns the age of both these was rather low. 

Data about the median age at marriage by educational 
levd cohorts of women in Bangalore city and towns Is given 
in Table IX. 

TABLE DC 

MEDIAN AGE AT MABRIAQE BT EDUCATIONAL LEVEL 
FOB COHORTS OF WOMEN IN BANGALORE CITT 
AND TOWNS 

Zone and educational Year of Birth of Cohort 

level 



1888 

1807 

1898- 

1907 

19U8- 

1917 

1918- 

1927 

1928- 

1932 

Bangalore City 

Illiterate 

14.4 

14.S 

15.0 

15.1 

15.4 

Literate 

14.4 

14.5 

14.6 

tS.5 

1!).8 

Middle School 

17J! 

IS.1 

16.1 

16.2 

16.B 

High School 

-- 

19.4 

20.0 

20.0 

20 .1) 

Towns 

Illiterate 

13.S 

14.5 

I4.S 

1 S.2 

15.2 

Literate 


14.4 

14.9 

14.3 

15.0 

Middle School 

17.2 

15.1 

16.1 

18.2 

16.8 


Though there is no marked increase in the age at marriage 
tor the various cohorts of women, within each cohort, age at 
ntarriage increased systematically with educational leveL Here 
again, the position of Kerala, where age at marriages may 
be' years, indicates that the problem Is more complex than 
it appears. Fertility behaviour Is affected by a variety of 
factors. It could be expected that the effect of an increase 
in ago at marriage on fertility would be to cut down the 
reproductive span. However, it is difficult to estimate the 
actual reduction in fertility occurring from a specified increase 
in age at marriage without knowing what changes ml^t occur 
in the family buildlitg process on account of simh an increase. 


A study carried out by the Registrar-General In 1861 on rural 
and urban samples in four selected states showed an astoclatioo 
between postponement of marriage and roduction in the number 
of ehiidren bom, Table X presents the data obtaineii. 

The Mysore population Study and studies conducted is 
Varanasi and in central India also eorruborate the fact that 
women marrying at higher ages tend to have lower fertility. 
The incwKise in nge at marriage wiU no doubt give opportunity 
of education, perhaps employment and maturity which will 
I'anditlrai the decision to modmte fertility. 

Age at Widowhood: A general Improvement in morUdity 
mnditions has resulted In lower incidence of widowhood among 
iniiian women in the child-liearing age group. This 
is likely to have resulted In some increase in the fertility 
level. Evidence of this is available from the Mysore study 
where it was seen that the death of the husband before 
ihe wife passed the repreduetive span resulted in reducing the 
numb(>r of children bom to women of completed fertility by 
one child in the rural areas and one-half child la Bangalore 
city. Further, removal of taboos on widow remarriage in 
recCTit years may also have affected fertility although to a 
lesser extent. 

Sterility: There is evideme to show that the effect of early 
marriage on fertility is somewhat compensated for by adolescent 
sterility as revealed by the Iraig Interval between age at first 
cohabitation and at termination of first pregnancy for women 
marrying very young. I'ompnratlve figures for three groups 
of women from West Bengal are shown in Table XI. 

Data on the incidence of primary sterility as found in 
.studies in India and abroad have been given in Table XII. 

Ii is .seen that the incidence of childlessness is relsUvdy 
TABIiK Xt 

INTERVAL BETWEEN AGES AT FIRST TERMINATION ON 
PREGNANCY AND AT FIRST COHABITATION 


Ever-married women Ever-married women 
aged .IS years and over 



Bally- 

gunge 

Beni- Singur 
atola 

BaUy- 

gunge 

Beni- 

atola 

Singur 

Age at firiit 
teraiination 
(in years) 

19.5 

18.0 

10.6 

17.8 

17,2 

16.3 

Age in first 
I'ohubitation 

17.2 

14.4 

11.4 

14.4 

12.3 

il.1 

Interval In 
years lietween 
termination 
and cohabitatiuu 

2.3 

.7.6 

5.2 

3.4 

4.0 

5.5 

Numtier of women 594 

505 

S2S 

474 

389 

400 


TABLE X _ 

AVOtAGE NUMBER OF CHILWEN BORN PER EVER-MARRIED WOMAN OF COMPLETED 

DIFFERQIT STATES BY DIFFERENT MAMtlAGE AGES: 


FERTIUTY IN 


Rural 


State 


Urbwi 


Marriage age 


Below 18 

18-22 

23 Se over 

All ages 

Below 18 

18-22 

23 A over 

All ages 

5.1 

4.2 

3.2 

4.7 

Jammu & Kashnair 

5.2 

4.2 

3.7 

4.9 

5.7 

5.2 

4.4 

SA 

Punjab 

8.0 

5.5 

4.7 

.5.8 

6 dt 

5.5 

3.0 

6.0 

Kerala 

OA 

5.5 

4.0 

5A 

4J) 

4.0 

3.7 

4.2 

Uttar Pradesh 

4.5 

4.0 

.1.7 

4.4 




52fi 


EASTERN ECONOMIST 


March 7.1M> 


lt<!» .a Imlia than iu the weateni coimtciw. Part ot It, in 
the \\e.stcrn countries and Japan, may be due to a vduntaiy 
decision on the part ot the couples. Secimdaijr sterUitjr Le., 
cbild{c.Hsness after tba birth of one or two or more children 
has been seen to increase with age at marriage, although it 
is r.4l clear whether it is a i unction of age or parity or both. 
IndUn studies show that the percentage of married women 
lit the age group 35 to 44 years who failed to reproduce after 
on^ two, three, four ami five terminations were 2.1, 4.2, U, 
0.7 and 11.9 respectively. It is estimated from various demo¬ 
graphic sources that the proportion of women able to crmceive 
in (liftercnt age groups is as follows: 


Age 

Per cent 

Age 

Per cent 

3U-2* 

9.6 

35-39 

70 

2.7-29 

90 

40-44 

45 

30-34 

85 

45-49 

14 


The extent of childlessness among women in four states 
01 ' India and In Japim and Sweden, who have passed the 
reproductive span, Is shown in Table XIII, with reference to 
ago a( marriage and rural urban status. 

The data indicate that childlessness is greater for womm 
married at higher ages. 


TABLE Xn 

FERCITITAGE ULTIMATELY CailLDLESS AMONG THE 
MARRIED 


Souice of Data Percentage childless 


Six Rural Communities (1054) 4.7 

NSS India (Before 1930 marriages) 7.5 

Reproductive Pattern of Bengalee women (1947-l»49j 
Singur (Rural Area) 4.8 

Beniatola (middle class Hindu) 6.7 

Bbllygunge (upper class Hindu) 4.7 

Park Circus 10.5 

Samnio of Registrar General (KHtl) 

.l.imr.-.u & Kashmir (Urban) 4.9 

(Rural; 6.0 

Pu-ijab Urban 3.6 

Rural 3.4 

K* rnlii Urban 2.4 

Rural 2.6 

L’tlar Prudet.h Urban 7.1 

Rural 6.4 

UK (MnrriiifiCK-l87U-1879) 8.3 

USA (Indianupolis marriage.s--T927-t928) 10.2 

Sweden (1938 marriages) 10.0 

South AEricii (European 1926) 7.0 

Norway (193U marriages) 6.5 

Italy (1931 marriages) 7.4 

Japan (Fertility Surve;. of Japan) 14.1 


Iteprodurllve Wastage: Data on reproductive wastage is 
limited. The study on the reproductive pattern of Bengali 
women (1947-49) showed an ulcidence ot 10.22 still.4>irths 
per I.OOO live and stitl-blrths and 54 abortions per 1,000 
pregnancies. The Mysore Population Study revealed. a sttU- 
birth rate of 37 for urban areas and 32 for rural. The number 
of iibcirlions per t.lHiU pri'gnuncies was 79 in Bangalore City 
and 41 in th" rural are;is T)ie Gnndhigram studies indicate 
that among 100 roncepliims 25 terminate as abortions (10 
natural and IS induced) and two os stiU-births. The ShantUal 
Shah Committee, which studied the question ot legalization of 
niMirtion. estimated that the number of abortions in a papu¬ 
lation of 50(1 million exceeds 6.5 million (2.6 million natural 
and 3.0 million induced). 

Biological factora: There is a general lack of information 
on biological factors affecting fertility. Some informatico is 


avallablo on age at menaradtc.'mwiopause, adolescent, sterility, 
reproductive wastage, period of amenorrhea and other rdated 
factors. Further studies on these and on factors influencing 

TABLE Xm 

CHILDLESSNESS ABIONG WOBIEN WHO HAVE PA88EXI TOE 
REPRODUCTITE AGE BT AGE AT MABBUGE 


Age at marriage (years) 

Region Rural Urban Rural Urban Rural Urban Rural Urban 
Below 18 18-22 22 & over All ages 


Jammu & 
Kashmir 

4.6 

4.5 

8.1 

Punjab 

2.9 

2.6 

4.0 

Kerala 

1.3 

1.9 

4.3 

Uttar 

Pradesh 

6.1 

65 

7.3 

Sweden 

2.0 

— 

6.0 

Japan 

5.0 

•- 

9.7 


5.6 

11.1 

6.8 

6.0 

45 

5.7 

7.6 

9.6 

3.4 

8.6 

2.9 

A9 

5.3 

2.6 

2.4 

9.2 

6.4 

10.7 

6.4 

7.1 

— 

15.0 

—- 

12.0 

— 

— 

17.6 

— 

14.1 

— 


them are needed. i'ertiUty in India has been observed to be 
lower than in some other countries having the same low level 


In Shanker, a village in the Punjab^ 
the Union Bank has a branch. 

^5% depositors mfarmers! 




TWnty ynn tgn, Om brawn ta 
tht Punjab uUI incd nlil fiihliiiwf 
buUock plmiihi and aicUa. 
Today, ihcy hara moon and 
powtrinicn. 

Twmiy yean a|a,dieyiiiedadbfe. 
and dimg u manure. Today, 
they have chaaiical ArtiUnn and 
improved, bigh-yicldins icedi 
10 Uu Uitlon 

, T)ie Union Bank ptoyitviut 
1 *^ nJeindevelopiiig tlvuikiaBl 
CAGAoray. GnnttloMitolBnDeA 
Bod imollvKale indiutnalitti. 
KncouiBgei them lobuy nodani 
rqiii)mieattA im reiMf produetioai 
The Union Banli u not ^ • cliy>' 
bink. It has lirancbci all over 
India. Many arc spread over iht 
rural and scmi rur^ arem. Oul 
In the country vdrti ihe people 
the Union Bank helps iliA 
heller ikeir hving. 


Union Bank helps people 

THB UNION BANK OFiNoutm 

BodOSkoi etj/So AgcBo Siioei, Fon, taifew *• 





Msl'ch 7, 1969 


Si>ECIAL BUDGET NUMBER 


m 


of contraneptlve use. Parti; this micbi be the result of the 
relatively long period of lactation and delay in resumption of 
menstruation after termination of pregnancy. Several Indian 
studies have shown birth intervals of 33 to 38 months for 
Indian women. Correspondingly, in Taiwan where the duration 
of lactation is shorter, the average birth interval of second io 
sixth order varies between 24 and 28 months. 


Deep-rooted values: The gap between attitudes and practice 
seems to be due to deep-rooted values; for example, agricultural 
communities view children as a source of cconom:c return and 
security in old age. Such values tend to change slowly. In 
a study on social change in three groups (pre-industriul, serai- 
industrial and industrial) Kuppaswamy* has recently reported 
that all the three groups worried about education of children 
and wanted their children to have higher standard of living 
and security of employment than themselves. This is an en¬ 
couraging trmd. Great understanding of these values and 
changes that take place is m'cded. 

There is no doubt that a variety of nicusures of suc.al 
policy such as taxation, land holdings, credit system, iteasant 
proprietorship etc., have a bearing on fertility behaviour. These 
bring about changes in value systems. Hard core values 
change slowly. laxtal leadership can help to bring about change 
In values. This is a difficult area but needs further enquiry. 


The Small Family Norm (‘ontmiUce of the Govemmeni of 
India has made several recommendations including insurance 
policy redeemable after 13 years after marriage, special benefits 
to those who limit their families, health, welfare and other 
social services for children. 

It seems that memory of high death rate among children 
Is still fre.sh and assurance and provision of child-care will 
strengthen the decision to have a. small family. 


Qufelitative Aspects 

The emphasis today is on quantitative aspects of population 
—on limitation of numbers. The scope of family planning 
however Is much wider than family- limitation. Family 
planning is a scientific approach to deni with problems of the 
family, contributing to richness of life in a family. There 
is evidence that when environmental factors are controlled 
genetic factors come into prominance, e.g., m I-ondon over 
so per cent of blindness was due to environmental factors 
20 years ago but now incidetuxt of about the same proportion 
of blindness is due to genetic factors. 

Information on incidence of disease and disorders of gcncalc 
origin in India is fragmentary. But a few studies carried oul 
show that It is by no means unimportant, ej;., consanguinity 
among a gmup of Parsis studied shows a defidency amongst 
13.5 per cent male children of glucose-6-phosphatase dehydro¬ 
genase in the red blood cells which is responsible for anaemia 
and jaundice following intake of certain drugs. Consanguinity 
(first cousin uncle-niece marriage) is reported also from 
some other parts of the country. 

The qualitative aspect of population needs atteniion. The 
time to collect, information. is now. 

The changing of fertility behaviour is complex. There 
i-s DO single magical step. While available sklUs, knowledge 
and technology have to appllod vigorously, We should 


Kuppaswamy, B. IndustriBlisation and Social Change, 
Baseareh Cowudl to Cultural Studies, India International 
Ontre, New Delhi, 1866. 
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apprtsciate the gap between professed (hvourable attitude and 
prakllre. which is mainly due to deep-noted values. These 
values ore also changing. They have to be indentified conti¬ 
nuously. A number of apparently unrelated steps may bring 
about the desirerl trsiiUs. Hurd and peraistent efforts are 


needed. The trend gives Kntidence of success in estabtisfalng 
a norm of small family size with rational and objective 
approach to child bearing, mobilising powerfiU forces of edu¬ 
cation extension, education, social policy and legislation whil<- 
pursuing specific programme to ccotrol 


Population Growth and Economic Development 

GEORGE C. ZAIOAN 


IT TOOK the world over JB centuries to increase its population 
from a quarter to cme billion persons. Today one billion 
persons are being added every IB years, and the world 
population is growing at a rate that is 30 times as high as 
the averaiic rate of growth between the first century A.D. 
and 1650. In less developed countries that rate is 40 times 
as high. 

Why are these rates so high? What art> their economic 
implioations? What are the prospects of a deceleration? 
These ate large and important questions which need to be 
taken one at a time; in this article I am concerned only with 
the second. 

Ill attempting to Indicate what we know today about popu- 
.lutltm and economic development, there is one important 
prdlmlnary point. Many pwple have been alarmed by the 
population explosion and some writers have made forecasts 
of impending famine. However, although the population of the 
world today Is larger than ever, the standard of living of a 
large proportion of mankind Is also much higher than at any 
time to recorded human Mstdry. Equally, looking into the 
future, it appears that the potential for economic growth is 
far groater than the ixitential for population growth. For 
instance, new strains of wheat, rice, and other foods have been 
discovered that could increase yields by two to five times over 
short periods of time. In contrast, the world population would 
only double over 35 years or so. Of course to exploit this 
potential would require large accompanying social changes, 
but the potential is there imd it is immense. 

But while the potential for economic growth is larger than 
the potential for population growth, this Is not strictly relevant 
to the question that is being considered here. The crux of 
the matter is not whether the world can adjust to the present 
high rates of population growte but rather how much better 
the prospects tor development would be if these high rates 
could be reduced. Here there are some impressive statistics. 


A representative sample of less-developed countries(l) shows 
that over 85 per cent of total investmoits are devoted to 
maintaining the level of per capita income at a constant kvOl, 
whereas the corresponding figure for a sample of developed 
cuuntries(2) was less than 25 per cent. To reduce this pip, 
a developing country can cither increase its national income 
and/or reduce its population. In terms of the resources re¬ 
quired to achieve a given increase in living standards, these 
will be many times lower if they are used to reduce fertility 
than in any alternative investment This is ultimately the 
basis of the need for population control. Furthermore, the 
total costs of such a programme are a small proportion of 
the total expenditures on development (three per cent as a 
maximum), so that investment in population control cm never 
hope to replace expenditures on economic development, but is 
rather a complement to tbe latter. 

Economic-Demogrtphic Model 

Since death rates can be expected to decline further, and 
since emigration can rarely be influenced to a significant 
extent, I'conomlsts hove looked with particular interest at the 
effect of reduced fertility on economic development. More 
particularly the question was put: how would a linear reduc¬ 
tion of 60 per cent in the birUi rate over a period of 26 years 
(and constant thereafter) affect the standard of living in a 
developing country? The first model of this sort was applied 
to India(3) (and Mexico) but several other studies have been 
carried out since, and they have ail confirmed the numeric.' 1 
magnitude observed in the first study. Before discussing the 
results of this study It may be instructive to spell out why it is 
that large benefits have been observed. The chart on page 529 
attempts to reproduce in simplified form the mechanism through 
which this model operates. As can be seen from the CSurt, 
there are three different paths through which a reduction ib 
birth rates affect the rate of growth of per capita Income. 
The first occurs because the reduction in fertility leads to a 
smaller total population. Table I shows differences in the total 


TABLE! 

nUMECnONS of the POFULATION of a TSHCAL LESS-DEVELOnm COOmitF 





Year 





Age group 


10 

20 

30 

40 

50 

80 

FieJeetloB A 
0-14 

434(43.4) 

ei6(44.7) 

370(45.1) 

1.281(45.7) 

1,840(48.3) 

2.885(46.3) 

3.848(46.4} 

1S-B4 

534(53.4) 

718(52.1) 

096(61.8) 

1,408(61.0) 

2,003(80.4) 

2.801(60.8) 

4,204(80.7) 

dAover 

32( 3.2) 

43( a.]) 

68( 3.4) 

90( 3.3) 

I3I( 3.3) 

ie0( 3.1) 

S48( 3.0) 

Total 

i.noo 

1,377 

1,931 

2,757 

3,078 

6.738 

8.207 

B 

434(43.4) 

587(42.7) 

637(37.8) 

078(32.9) 

7B3(31A) 

901(30.6) 

904(29.1) 

1644 

534(53.4) 

718(54.1) 

986(88.4) 

1.287(82.7) 

l,67S(ra.2) 

1.88»(ra.4) 

2,181 (63 J) 

0$-met 

32 ( 3.2) 

43( 3.2) 

66( 3J) 

90( 4.4) 

132 ( 6.3) 

180( e.J) 

24S( 7A) 

Total 

l.OOB 

1,328 

1.887 

2,063 

2,488 

2,980 

3,420 


rrajectloa A—fertility remains unchanged. Projection B—the birth rate is lowered by BO per cent over a period of twenty- 
live yean and constant thereafter. In both casea mokUlity is constantly improving. Figures are in tbousands (lidtial 
population b 1 million). Figures in brackets are pereentages. 


nils article is reprinted from the March, IMi, issue of 'Finance and Devdopment’, a Joint publicgtion of the World 
Bank and the IMF. Mr Zaidan has specialized in the economic aspacta of population treads. HO is at piesrat working on 
population problems in the Economics Depsrtimt on the World Bank. 
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IKvulatlon <an(i lt< age distribution) with Bud without a reduc¬ 
tion in fertility. In both examides a similar reduction in 
mortality is assumed, and the initial population Is assununl 
to be one million. 

The result of this smaller population is that the national 
mcome is shared by fewer persons. The national income its-U 
18 not reduced and may well be increased in the short run, 
smee the reduction in fertility does not damage the productive 
capacity of the economy; this depends on the accumulation of 
capital, the quantity and quality of the labour force, technology 
and amount of natural resources. The reduction in fertlity 
is assumed to have no effect on any of these ‘‘factors ot 
production” except die accumulation of capital and the quantity 
of the labour force. The fhrat effect is p^Uve and immediate 
in the sense that the savings potential of an economy increases 
witii reduced fertility, whereas the second is negative but occurs 
with a time lag IS years or so, since the quantity of the 
labour force would be smaller than otherwise. These two 
other effects, depicted in the chart, are discussed at some 
length below. 

The second path is via the accumulation of capital. Capital 
Is assumed to increase because a reduction in fertility will 
lead to a much smaller proportion ot children, as can be seen 
tn Table 1. This in turn means that the ability of a country 
to save is much greater, as families have fewer children, and 
can therefore “divert” into increasing thidr savings part of 
the income that the^' children would have consumed bad tnen* 


been no reduction in fertUliy. This "diversion” can eilkar 
occur vbluntarUy through private savings, or because of Um 
ability ot the government to raise more tuxes, at a given level 
of sacrifice. These increased savings represent a potentlol 
source for the faster growth of total income, but the question 
arises whether parents will in fact increase them, or wbeUmr 
instead they will consume nit their increased (per capita) 
income. Alternatively, if governments raise their revenues the 
question arises whether this increase will go into government 
consumption or government savings. This question needs to 
be studied, but a recent investigation suggests that the ‘‘burden 
of dependency” is an important explanation of the hli^ observed 
differences in saving ratios among the countries ot the world, (4) 
in addition to other variables that are normally considered to 
‘‘determine” savings proportions. 

The third path is via the growth ot labour force. Here, 
it is important to. make a distinction between the short term 
(defined as the time between birth and the nveroae age nt 
which persotas enter the labour force, nr about IS yean) and 
the long term. In the short term a reduction in fertility has 
no effect on the sire of the labour force, since all the persons 
who will be entering the labour force over the next IS yeen 
or so have already been bom today. In the long term, Iwwever, 
there Is a negative effect, in that Uie’labour force would be 
smaller than otherwise. ‘The impact nt this on the oCDOomy 
will depend on the particular country that Is bring studied; 
in condltioiis of “suridus labour” or economies where un- 
emidoymmt is high, such a reduction will not affect the naUonai 






























532 


EASTERN ECONOMIST 


Mwdi 7 , IMi 


not the proportion) of investments go into absc»t>ing 
population Increase. This may be of iitterest to donors of aid, 
who may be more concerned with this absolute rather than 
relaUvc size. Thus countries with large populations would 
come on top of the list, .is can be seen in Table V. 

TABLE V 

ABSOLUTE AMOUNT OF RESOURCES FER TEAR THAT 
ARE ABSORBED BY FOFULATION GROWTH Of SOME 
LESS-DEVELOPED COUHTRIES 
(Figures are in milllaa US $ irt MM mtees) 


India 



... 8070 

Brazil 



... 2000 

Mexico 



... 1510 

Columbia 



... 780 

Pakistan 



... 080 

Turkey 



... 080 

Philippines ... 



... 380 

Peru 



... 840 

Thailand . 



... 300 

Malaysia, Morocco 



... 280 

Ghana 



... IBO 

Tunlala, the Sudan ... 



00 


Mote: The investment proportions required to keep per capita 
income at a constant level are those of Table IV. The 
GDP estimates are for 1066 at 1064 prices. 

The previous various criteria of what constitutes a popu¬ 
lation problem emphasise that there are different ways of 


looking at the same phehoipenon; depatding on the way we 
look at this phenomenon, a different classUicatlon la obtain^. 
However, more important than the pattleulat dassificatlon one 
chooses is the point that by historical standards the protdein 
is urgent in all less-developed coimtrics. Furthermore, as 
death rates in these coxmtries fall further, the prdbhsn Is 
likely to increase, the more so among countries whose problem 
is at present "mild.” For these reasons, it may be more 
relevant to emphasize the much larger difference between 
developed and less-developed countries, rather than the differ¬ 
ences among the latter group. 
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Ootdinatlob. US At(«ic; lor International Development. 

5. tt may be important to note tbat the whole measunmeni 
tft tbete economic benefits ia from the standpoint of a 
country. At the family level the calculus of benefits and 
costs of an additional child may be very differeat. This 
Is a crucial diiUnction in considerina policies doiigned 
to reduce fertility. 

6. In his latest book, 'Asian Drama’, G. Myrdai is critical ui 
these omissions and of the Goale-Hoover approach in 


general. His nitieisms, however, are dlneted at the accu< 
racy of the model, and in particular the nairow range of. 
Kb results. But Myrdai aceeipti the conclusions that the 
economy effects of a fertility reduction are “favourable... 
and that these effects are very coniiderable and eurotiiative. 
gaining momentum over the years" (page IWI). 

7. In terms of income “per equivaleni adult consumer," the 
Bat'll would be smaller since a family of six would have 
a smaller proportion of childreti. 
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THK STATE governments have been presenting to thedr legis¬ 
latures In recent weeks their budgets for 196U-70 without 
making any serious effort to raise additional taxation. 

The problem is purUcularly acute to the case oi the 
Uuverumeni of Kerala as even with a Plan outlay of Rs 37.17 
crum against Rs 4g.g0 crunts in 1963-68 it has been estimated 
•thul there will be an overall deficit of Rs 20.06 crores. There 
will be a deficit ot Rs 11.43 crores on revenue account in 
spite of an increase in receipts to Ks 135.27 crores from Rs 
132.02 crores in 1966-69 (revised). This is because ot a big 
inci'caoe^ in expenditure to Rs 146.70 crores from Rs 136.56 
crores due to subsidised sales of rice, payniimt of additional 
dearness allowances to employees and new commitments in 
respect of completed Plan schemes, the last mentioned item 
alone accounting for an additional expenditure of seven crores ot 
rupees. 

The revenue deficit is siiught to be reduced by the levy 
of additional taxes which will fetch Rs 2.25 crores. the 
sales tax on soaps, folding umbrellas, chemical fertilizers and 
otlier items being raised. There will be on education cess 
at 2.5 per cent of the annual rental value of properties aii<l 
buildings and an admission fee of one rupee for all students 
in order to compensate the losses sustained by the extension 
of free education in the higher classes in schools. The anti¬ 
cipated revenue may not be fully realised as the sales-tax 
rates arc proposed to be modified in respect of some com¬ 
modities. The government’s effort to secure additional amounis 
through the introduction of horse races, the promotion of 
corporations tor running chit funds, raising plantation crops 
and the establishment of distilleries in the public sector may 
not also be immediately helpful as the new schemes will 
assume large dimensions only over a period. Actually immediate 
credit has been taken tmly for a small sum of Rs 35.5U lakhs 
in 1888-70. The deficit in the revenue budget is not, therefore, 
likely to be very much reduced especially if expendilure 
tended to rise. There is. however, the prospect of larger 
receipts from the centre which may amount to five to six 
crorea oC rupees. , 

Even granting that with a bigger devolutum of nwenues 
from the centre the look of the revenue budget con be made 
less .depressing, the question is how the Govenunent of 
Kerala can hope to im^ement its Flan of Bs 460 crores. The 
outlay on Han schemes will be only Rs 37.17 crores in the 
next Ibtancial year against Rs 46.60 crores in the current year. 
It has been indicated that in view of the paucity of resources 
only the ctmUnuing schemes will be implementeit and w'ork 
on entirely new projects will be taken up only alter the 
required resources can be mobilised. Even taking into account 
Ibe expmiditute on cimtlnuing Plan schemes that has taem 
debited to the revenue budget the total outlay on an adjusted 
basis vdll atlll be less than tbat Incurred In 196849. What 
is more, there will be a gap of Rs 8.63 crores in Qie capital 
budget. It la amply clear that the state in tti pro mt pradica!' 
meni Is not in a positioa to nobiliM resouroes from its own 
aourcea for implemeDUag Flan schemes. (Antral OttlStBDce 
will he fairly large at over Rs 34 crores but It U complained 


that the effectiveness of this assistance has been whittled 
down by the necessity to repay to the centre against old debt* 
as much as Rs 21.46 crores against Rs 16.33 crores in 196849. 
i'here will certainty be some relief as a result of the reschedul¬ 
ing of debt repayments-. But this W'ill at best reduce the gap 
on capital account by five crores of rupees. 

Even assuming tbat the larger receipts as the shore of 
tax revenues and a staggering of debt repayments will reduce 
the overall gap of Rs 10-12 crores there wi)i stiU be a residual 
deficit of Rs 6-7 crores, after taking credit of revenues tram 
fresh taxes. There is no room for manoeuvrability as the 
deficits incurrt‘d in earlier years have been adjusted with 
the liquidation of investments In securities held previously 
and It has been indicated that there will be a minus cash 
balance of Rs 2.42 crores on April I, 1969, 

As matters stand it will not be possible to execute 
u Plan of more man Rs 250 crores even with liberal central 
assistance against a proposed outlay of Ks 460 crores in the 
draft Plan. 
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The Bali in Her Court 

A LONG-ENDURING boil in the Congress body politic has burst. The 
wound could be cleansed, dressed and rendered asceptic; or, it could be al- 
, lowed to become a festering sore. Mrs Indira Gandhi must make her choice. 

At the time of writing, the crisis in the Congress parliamentary party 
over the issue of discipline has not been resolved. The chances are that 
things may grow worse before they turn better. Nevertheless it is not en¬ 
tirely a sad or a bad thing that what has happened has happened. Mr 
Chandrashekhar’s sustmned and systematic vilification of Mr Morarji Desai 
crossed even the outer limits of outrageous mendacity when he charged the 
latter with having manipulated last year the tax scheme of the ccnual Budget 
for 1968-69 in order to provide financial benefits to a particular business 
house. But for the wildly extravapnt excesses committed thus by Mr 
Chandrashekhar the ugly and unworthy manoeuvres which for some time 
now have been working to undermine the prestige and functioning of the 
present government at the centre would have continued with their destructive 
ways, without being culled out into the open to face the aroused conscience 
of the Congress parliamentary party. It bad always bec'n apparent that the 
fifth column working for the disruption of the present leadership in the 
central government would some day over>reacb itself and thereby render 
itself vulnerable to a frontal onslaught by the life forces in the Congress 
party. The issue now is between the survival instincts of the Congress party 
and those who, from within its ranks, have for reasons of their own been 
playing a game of brinkmanship with those instincts. 

In other ways too the Chandrashekhar episode has helped to restore 
perspective. It is now easily seen that the campaign of calumny which is 
being waged against the Birta group of companies and tbe malicious personal 
attacks made on the members of this business house are basically a part 
of the larger political conspiracy which is primarily concerned with the power 
equations within the Congress party. The relevant proceedings in parlia¬ 
ment as well as a scries of judgments of High Courts and other courts have 
amply proved that the charges of illegal business practices so freely made 
against this business house have been made without warrant, in a highly irre¬ 
sponsible manner and from ulterior motives. It has been even more clearly 
established that the artificial demand for a commission of inquiry into the 
aflairs of this business house—a demand which is being kept alive by desp¬ 
erate and disreputable tactics—is frivolous in its own context, but of sinister 
significance in terms of the disruptionisi activity raging in the bowels of the 
ruling party. The business house which has been so cynically involved in 
the disgraceful power game which is now being played within the Con¬ 
gress parly is, thus, sought to be used as a pawn by some of the most un¬ 
scrupulous political adventurers and opportunists who have been allowed 
to ply their murky trade in the political history of our country in our times. 

The implicaiions of the acts of indiscipline on the part of Mr Cbandra- 
shekhar arc, therefore, not simply those of procedural proprieties. What 
the Congress party has been called upon to face is a strategy of calculated 
defiance which, through a deliberate series of repetition and aggravation, 
has been brought to the climax of an open demand that the Congress party 
should divide and thereby destroy itself. This places the ball firmly in Mrs 
Indira Gandhi’s court. The nation will watch with interest how she plays it. 
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A Grand Design for Osaka 


IN DECEMBER last year a decision was taken by the then Mi¬ 
nistry of Commerce of the central government to participate in 
Expo70 which the Government of Japan is planning to hold in 
Osaka next year. This showed that the Government of India 
had learnt at least one of the lessons taught them at Expo'67 
which was held by the Government of Canada in Montreal two 
years ago. We wonder whether the other lessons of that expe¬ 
rience have also been learnt. 

It is true that our pavilion at Expo’67 was a moderate success 
at least in comparison with the Government of India's earlier 
experiences in that line which had certainly been far less satis¬ 
factory. It is also true that, despite competition of a very hi^ 
order, our pavilion attracted a fair attendance and that the for¬ 
eigners who went through it were generally inclined to praise it 
for its aesthetic features as well as its informativeness. Neverthe¬ 
less the fact remains that our pavilion at Expo’67 in Montreal 
did fall short of what this country ought to have done and could 
have done on an occasion of that kind. One of the reasons of 
this imperfect performance, of course, was that the decision to 
participate in it was taken by the Government of India belatedly. 
This left the planners and the organisers much less time to carry 
out their enterprise than they .should, in reason, have been allow¬ 
ed. This particular blunder, as we noted at the outset, has 
fortunately been avoided so far as Expo’70 to be held in Tokyo 
is concerned. Want of time, however, was only one of the 
factors responsible for this country not putting its best foot 
forward in Montreal in 1967. There were also quite a few other 
reasons and, now that the Government of India has allowed 
itself suflicient time to plan and organi.se its participation at 
Expo'70, it is very important that this advantage should be fully 
utilised by it for avoiding the pitfalls of 1967, This time they 
will not have the excuse (hat things have had to be done in a 
hurry. 

The central weakness of our pavilion at Montreal was that 
it was the bastard olfspring of the unimaginativencss of the 
bureaucrat married to the undisciplined inexperience of the 
amateur. The then Ministry of Commerce should have had 
better sense th.nn to trust an elTort of this kind to its Directorate 
of Exhibitions. This organisation may be good enough for its 
routine business of organising our country's participation at trade 
fairs held abroad in the normal course, but it certainly does 
not have the expertise or gifts and talents which alone could have 
done justice to occasions such as Expo'67. 

Worse still, this Directorate does not seem to know cither 
where to .seek assistance. Therefore what it did in 1967 was to 
rush for help to the (more or less) honorary workers of certain 
organisations or institutions which have had some success in re¬ 
tailing handicrafts through fashionable shopping centres. It is 
possible that these worthy persons, mostly women are reasonably 
good in their own chosen fields of work, but there was certainly 
no warrant for the then Ministry of Commerce to believe that 
they had qualifications for delivering the goods at Montreal. 
The predictable result was that although a large number of no 
doubt well-meaning and hard-w orking individuals had laboured 
according to their lights, the Indian pavilion at Montreal 


failed to achieve the kind of distinction which could have been 
its under more auspicious circumstances. 

We submit that here is an important moral for our govern¬ 
ment to appreciate in planning our country's participation at 
£xpo*70 in Japan. The moral is that the grand design for our 
pavilion should not be made the responsibility of the bureaucrat 
or the amateur. Its formulation should be entrusted to a panel 
of men and women soaked in the spirit of our historic, cultural 
and artistic traditions and imbued with a feeling for the IMng 
and contemporary India and its pursuits and achievements in the 
economic field and the arts. This panel should be charged with 
the task of conceptualising the personality of our people and 
institutions and projecting it against the universal canvas of the 
basic instincts and impulses of the human race “to strive, to seek 
and not to yield." Such of us as have had the good fortune to 
see the outstanding national pavilions put at Expo’67 in Mon¬ 
treal by countries such as Czechoslovakia can have no doubt 
that this is the way in which a government or a community should 
organise it.s participation in events of this order. In the ordinary 
course, our country, even as other countries, has enough oppor¬ 
tunities to exhibit or hawk the wares of its commerce abroad at 
the usual trade fairs and the tike. At Canada Expo’67 we should 
have aimed at something better, but did not. There will be no 
justification for the government to fail again at Japan’s Expo’70, 

Once the grand design for our pavilion is worked out in broad 
outline by the master panel suggested by us, it will be necessary 
for the new Ministry of Foreign Trade and Supply, which will 
now be in charge of the project for one of our pavilion at Expo’70, 
to set up ih consultation w'ith this panel a suflicient number of 
small committees of experts in the various lines concerned to 
draw up in concrete detail individual plans to fill the outline of 
the grand design and give it colour and substance. It is true that 
an effort on this scale will cost money, but an enterprise such as 
this,.if it is to be attempted at all, is worth doing well. We are 
under no compulsion on to participate in Expo'70 and if we do 
participate -and in out view it is right that we should do so— 
there should be no grudging of the expenditure that may be called 
for. In any case, it should certainly be possible for the govern¬ 
ment to make its rupees go farther than they usually do if the 
waste of public funds, so much of which is so easily avoidable, 
could be reduced to the minimum where this projKt is concerned. 

At this point, we would like to enter a caveat against the 
Ministry concerned indulging in the kind of favouritism and 
nepotism which were a notorious characteristic of the selection of 
personnel for our pavilion at Expo’67 in Montreal. The way in 
which friends and relations of government officials were treated 
to a trip abroad at the taxpayer’s expense was a minor scandal. 
For instance, the young women who were selected to preside 
over the exhibits at the pavilion or act as guides to visitors were 
no doubt charming creatures and esteemable in other ways too. 
But they certainly did not have the background or the training 
needed for the kind of work they were expected to do. Even 
the physical strain of the strenuous months of Expo’67 was too 
much for most of thm, and in the closing stages of the pavilion 
most of them found themselves reduced to a distraught and dis¬ 
tressed existence. It is possible that most of them found diat 
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their foreign travel and holiday were not as much of a barga{» 
as they, at the outset, might have imagined them to be. Wc 
suggest that the Ministry of Foreign Trade and Supply solemnly 
resolve to recruit at all levels only such men and women as arc 
qualified for the jobs they will be called upon to do. There is in 
our country a number of museums, art galleries and sophisti' 
cuted retailing organisations specialising in the products of natixe 
industries and handicrafts. Surely, the more able among the 
men and women working in these establishments should be given 
preference over ^rls newly come from college whose.only quali- 
tication often is, apart from looks, a wise choice of parents. 

An attractive feature of the more outstanding pavilions at 
Expo-’67 at Montreal was that they attempted to tell their res¬ 
pective stories through moving light and sound. They ruled out 
techniques of static di.splay in favour of a flowing rhythm of 
dynamic art forms. We urge that this approach should be adopt¬ 
ed towards our pavilion at Expo70. For instance, our .silks, 
jewellery and the rest may be displayed with the aid of live models 
in brief fashion shows repeated at intervals throughout the hours 
of the exhibition rather than kept arranged in showcases. Tliis 
if. only one detail, and we are sure that, with the adoption of an 
imaginative approach, the planners and orpnisers of our pavi¬ 
lion at Expo'70 will be able to invent many striking modes of 
spelling out the message which it should be the aim of our pavi¬ 
lion to put across at this great international event. 

The Commissioner General for Expo'70 has just invited de¬ 
sign concepts for the Indian pavilion from architects in the 
country, the purpose being to select, on the basis of the entries 
received, an architect for designing the Indian pavilion. As an 
earnest of the government’s desire to avail itself of the best 
talents available in the nation, this move is to be welcomed. 
We feel, however, that an architectural design for the pavilion 
can properly be decided upon only after the basic theme of the 
pavilion has been settled by a competent body, such as the master 
panel wc have suggested. The architect’s concept after all should 
subserve the more fundamental grand design for the proj<*t as a 
whole. There is, we fear, a suggestion of the carl being placed 
before the horse in this move to settle the architectural design 
without an attempt first having been made to outline the grand 
concept of the pavilion itself. It is perhaps not too late for this 
point to be examined. 

The imp ortance of the basic grand design for the pavilion 
being formulated first, so that it mav provide the framework for 
the detailed execution of individual details, architectural or other, 
is a point which cannot be overemphasised. There is in the 
history and literature of our land, its music, architecture, scul¬ 
pture, painting and other arts and graces of life, the variety and 
versatility of its people and their ways of life, the glories of its 
handicrafts, the new horizons of its agriculture and the surge of 
its modem industry, a wealth of intellectual and aesthetic re¬ 
sources for projecting the image of our civilisation and its mes¬ 
sage to the men and women of other lands. Let us attempt to 
do this and no less at Expo'70 in Osaka. 

Rinm writing this, the government has come out with some 
information regarding its plans for participating in Expo’70. 
An advisory committee has been set up with Mr K. B. Lall, 
Secretary in the Ministry of Foreign Trade and Supply, as chair- 


.inan, to provide guidance on varioas aspects of our country's 
participation in the exhibition. Thi.s committee consists of repre* 
sentalives of the Federation of Indian Chambers of Commerce 
and Industry, the Associated Chambers of Commerce, the All- 
India Newspapers Editors' Conference, the National Design 
Institute, the National Centre for Performing Arts, the Indian 
Swiety of Advertisers, the National School of Drama as well ag 
the various ministries and departments of the government. The 
Director General of the Indian Institute of Foreign Trade, a 
senior government olficer, with an outstanding record in adminis¬ 
tration, particularly in the field of foreign trade, has been ap¬ 
pointed as Commissioner-General for Rxpo'70. 

While wc welcome these steps as an earnest of the govern¬ 
ment's desire to ensure elTective participation by this country in 
Expo'70. we are not convinced that the advisory committee us 
now constituted cun adequately fulfil the function of the master 
panel which we have just recommended. Inviting the various 
organisations to nominate their representatives to the committee 
was. no doubt, a democratic procedure. But it was probably not 
the best way of assembling a pool of gifted or talented men. 
which is what we have in mind when we recommend a master 
panel. We believe that the government should have the countge 
to shoulder more direct responsibility in constituting a properly 
qualified master panel. 

The basic concept of Expo'70 is to be “Progress and Harmony 
for Mankind ". The Indian pavilion will have to evolve its own 
theme in the context of this concept. The government proposes 
to develop this theme in terms of a modernising and industrialis¬ 
ing India against the background of its heritage of art, culture, 
and traditions. In our view, this approach seems to be too general 
and vague and we have a feeling that if it is to be properly de¬ 
fined and delineated, the government cannot afford to dispense 
with the services of the kind of master panel which we have pro¬ 
posed. The present advisory committee is a poor substitute. 
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Despondency in Business: Why? 


COMING SO soon after the senseless destruction by Shiv Seni¬ 
lis in the heart of Bombay last month, this year's annual meetings 
of the Bombay Chamber of Commerce (KC) and the Indian 
Mercliants' Chamber (IMC) were bound to focus public atten¬ 
tion on these incidents, if only to draw lessons therefrom for the 
future, and they did so. The presidents of both BCC and IMC, 
Mr N. M. Wagle, and Mr Bhogilal dwelt on the unfortunate 
episode. To people in Bombay who generally "tend to believe 
that things arc always much better ordered here than elsewhere", 
this came as a great blow, but Mr Wagle hoped the blow was 
only to "our complacency and not to our confidence". He felt 
that there was imperative need for "collective resolve and action 
to ensure that this city shall never again have to submit to such 
senseless violence and destruction". This feeling was whole¬ 
heartedly endorsed by the chief guest on the occasion, Mr V.P. 
Naik. Maharashtra’s Chief Minister who held out solemn assuran¬ 
ces that the recurrence of the orgy would be avoided. But both 
Mr Bhogilal and Mr H.V.R. lengar, who inaugurated the IMC 
annual meeting, spoke at some length on the incidents and gave 
expression to view points which many more also doubtless share. 

"The incidents in Bombay" Mr Bhogilal said, "have vividly 
brought out the fact that we have yet to learn to think in terms of 
India as a whole, that in whatever regions wc may have been 
placed by accident of birth, we all belong to the great political 
entity that is India, for whose prosperity we must learn to sub¬ 
ordinate regional and sectional interests. It is colain that con¬ 
tinuing incidents of lawlessness in various parts of the country 
cannot provide a healthy climate in which one can be enthused to 
make concentrated effort to tackle the many economic ills that 
arc plaguing the country”. Mr lengar, on the other hand, went 
to the rout of the matter. Describing the happenings as " an 
utter disgrace to India”, a disgrace "not merely because they 
showed that in a great metropolitan city like Bombay, the head¬ 
quarters of government, gangster elements, by whatever high 
sounding names they call themselves, could loot, burn and des¬ 
troy as they liked, but because of their pitlitical implications”, he 
went on to ob:>crve - and this is particularly noteworthy coming, 
as it docs, from so able and seasoned an administrator— "one 
of the greatest mistakes which Jawaharlal Nehru and his collea¬ 
gues at the time committed was to agree to the division of India 
on a linguistic basis”. Even more so was his poser whether it is 
really too late to re-think this problem? His own answer was: 
’’proriikd the pt'bticians arc honest and really mean what they 
publically profess, viz., that they arc Indians basically interested 
in the integrity of the country. 1 feel it is still time to go back 
on the concept of a linguistic division of India and to rearrange 
the pattern of administration on a less emotional basis which 
will not tend to destroy the country’s unity.” All right thinking 
people would devoutly hope for such a consummation, but if even 
Nehru could not bring this about, and that too when all the states 
were controlled by the Congress, it is a moot point whether his 
daughter would be able to achieve it now when not alt the states 
are under Congress rule. But the thought is utterly sound and 
wholessome and is worth all sincere efforts to translate it into 
action. 

The two presidents between them reviewed the entire gamut 


of economic problems, namely, agricultural development, indus¬ 
trial recoveiy, price stability, labour policies with particular re¬ 
ference to productivity, exports, foreign capital and fiscal strategy, 
among others. While both recognised the recent gratifying de¬ 
velopments on the economic front, they felt they could not but 
caution the authorities a^inst undue complacency, on the one 
hand, and unrealistic ideological essays, on the other. In agri¬ 
culture, for instance, there have been, as Mr Wagle noted, some 
"disturbing indications” of opposition to the policy of selective 
concentration on inputs on irrigated land on the score that such 
makes the relatively rich farmer even richer. Similarly, employ¬ 
ing the smokescreen of concentration of economic power^ even 
well-meaning schemes put forward by industrial groups which 
have amply demonstrated their ability to deliver the goods ate 
tossed from pillar to post involving exasperating delay, or shelved 
most unceremoniously. Hence the mood of despondency among 
businessmen and industrialists. Nor have political trends been 
such as to put heart into them. Indeed, as Mr lengar observed, 
"recent political events have thrown up considerable doubts as to 
whether the very basis of a sound industrial economy, namely, a 
settled administration and the maintenance of law and order, 
may be depended upon in the future as axiomatic in all parts 
of the country.” 

Mr lengar really rendered a signal service to the business 
community by devoting his inaugural address to the IMC to 
an exhaustive examination of the role of the business community 
in the country’s economic development and the reasons for the 
prevailing despondency. This is timely, even as it is necessary, 
for, as he himself said, an image has been sought to be created 
that the business community is grasping and selfish and altoge¬ 
ther unpatriotic. The profit motive is sought to be described as a 
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matter for scorn and (^ntempt. While the hearts of politicians 
(who have a rear^ and often invulnerable platform) are supposed 
to bleed for die Carving millions, businessmen are depicted as 
■‘wholly nnmindful of their social obligations to the community.” 
He began by referring to the remarkable contribution made to 
industrialisation in pre-Independence days by stalwarts like Jam- 
sbedjee Tata and, later, by Walchand Hiracband and to business 
by that versatile veteran Purshotamdas Thakurdas and K.R.P. 
Shroff who guided the destinies of the Bombay Stock Exchange 
longer than the president of any other stock exchange in the world. 
Then he spoke of the contribution made by the business commu¬ 
nity as a whole, both before and after Independence. Here he 
astutely alluded to on aspect that is seldom realised or recognised, 
namely the part played by the Bombay Planners. To "those who 
traduce Indian business”, .said Mr lengar, "let me point out that 
it was in this document (The Bombay Plan) that the ide.a was 
propounded that there was need for social control of business. 
The Bombay Plan went to the extent of suggesting that there 
should be power in the hands of government to regulate dividends 
and to appoint government directors on boards of management.” 
As he apdy added, "it is impossible to imagine anything more 
objective and more passionately indicative of a desire to serve 
public good than the proposals contained on this Plan.” Follow¬ 
ing Independence and particularly during the second and third 
five-year Plan periods, Mr lengar showed, by quoting facts and 
figures, how industry took quick advantage of die changes in 
industrial policy of the government and contributed to incrca.scd 
national output and additional employment. 

All this is cither conveniently forgotten or ignored. The per- 
sisdag calumny campaigns against businessmen has led to dis¬ 
appointment and despair. The fundamental reason for the 
economic despondency today, according to Mr lengar, is the 
growing rift between the government and the private sector, 
although the former is never tired of professing that it has 
accepted mixed economy and that there is a definite place 
for the private sector. This is because the government tends 
to view all businessmen with suspicion and adopts negative 
policing actions intended to meet what are regarded as the 
evils of the functioning of the private sector. Mr lengar did 
not hold the brief for any businessman or group of business¬ 
men, least of all for those who might be guilty of having evaded 
taxes, adulterated life-saving drugs and gathered or distributed 
black money, but he maintained this did not apply to every bu¬ 
sinessman and, therefore, rightly questioned the justice of tarring 
all businessmen with the same brush. “To expect the businc.ss- 
men in India to cmrist one hundred per cent of the utmost inte¬ 
grity and dedication”, he said, "is to expect something which is, 
unfortunately, just not possible in this mundane world.” Divi¬ 
ding businessmen into three groups, namely those that are out¬ 
standingly able and dedicated, those that are downright wicked 
and anti-social and the large mass of those in between who try 
to do a decent Job of work but who may "sometimes be tempted 
to operate a little dose to the wind”, he blamed controls for 
corroding character. It is the universal experience all over the 
world, he poimed out, that the tighter the extent of official con¬ 
trol, the greater the tendency to evade it Mr lengar also drew 
attention to the relatively greater havoc that controls occasion 
during peacetime than during a war for survival, especially in a 
democratic set-up. To impose controls is like putting tempta¬ 


tions before the people and expecting all to be able to overcome 
them, in the way that only great men sneb as Mahatma Candhi 
who had the ability to discriminate between positive virtue and 
negative virtue and the courage of conviction to practise theformer, 
could do. The tragedy is that, although in theory, the govern¬ 
ment accepts the need for reduction of controls and their simpli¬ 
fication, in actual practice, it is reluctant to take any concrete 
steps in that direction. Mr lengar further drew attention to the 
astonisliing proliferation of the authorities to be consulted which 
has led to the virtual clogging of the administrative machinery. 
This is one of the main reasons for the inordinate delay in New 
Delhi today. Another administrative reason for delay he refe¬ 
rred to was "the sheer lack of desire to reach decisions, lest an 
odd one here or there be a wrohg one and be consequently 
pilloried in the Public Accounts Committee or in Parliament.” 

What, then, can he done to meet the situation ? The answer, 
in Mr lengar's own words, which cannot be improved upon, is: 
"If the organisation of government is .simplified, if people are 
encouraged to take decisions, with the confidence that bona fide 
acts will be fully and strongly supported in Parliament against 
any unjust crit ism. if suspicion of the private sector gives place 
to full .ind friendly cooperation whore bona fides are in no doubt, 
then the business community can play a very great part in quicke¬ 
ning the process of industrial development,” This means that 
all the three the government, the people and the business com¬ 
munity- have to play ball. After listening to Mr Wagle and 
Mr Bhogiknl, n'^ one need doubt whether the bu$ines.s commu¬ 
nity will play its part. It will not only play its part, but is deter¬ 
mined to play it well. It is, therefore, for the government to 
slicd its unwarranted suspicion of all businessmen, .shake off its 
ideological inhibitions and strive sincerely, hand in hand with the 
private sector, for the further economic development of the 
country. To let go the present opportunity is to let down the 
country, perhaps irretrievably, and posterity may not pardon the 
powers-that-bc for the Him.ilayan lapse. 

ilaitetn. ^c&nombt 25 

_MARCH 17, 1944 _ 

Tlie Finonoe Member's reply <o critictam in the Assembly of Kovemraent's 
failuK to ontanizc the production of consumers' goods within the country 
itself instead of importing them indiscriminately was as unconvincing u It 
was silly and sarcastic. Confronted with the fact that the war has been on 
for more than four years and (hat government should have twd tlie ele¬ 
mentary foresight to arrange for the import of plant in the earlier stages, he 
ronarked with typical bureaucratic nonchalance; "Why was it not done, a 
hundred years ago 7 I am afraid 1 have had quite enough to do during my 
lifetime and during my own quinquennium”, and refused lo be “caiTicd 
back to my anic-natal delinquencies." Leaving aside fur the moment Sir 
Jeremy's ante-natal delinquencies and the delinquencies of his predecessors 
who have for over a century kept the imperial tradition and this country 
in a state of serfdom and squalor, can Sir Jeremy claim with a clean cons¬ 
cience that durii% bis own term of oflicc, whicii thanks to hiv deHatiunist 
zeal has now been extended, he hB.s done his best to organize a full-scale 
production drive adequate to the nea-ssitics of (he situation 7 Un the con¬ 
trary, by syitemulicaUy spoiling every industrial opportunity that liLs country 
has had Sir Jeremy and his government have t roughl about a hopeless 
situation. 
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The New Political Postures 

OR A. APPAOORAi 


TME formation of United Front govemnMnts in West Bengal 
and Punjab with twelve constituent units in the former and two 
in the latter, and the precarious working majtmties which the 
Congress as the largest party has been able to muster in Uttar 
Pradesh and Bihar pose a number of problems for the country’s 
political system, llie earlier these problems are identified and 
thought is bestowed on how ter solve them, the better it will be 
for the health of the body-politic. 

The first of these problems obviously is the multiplidty, even 
plethora, of political parties in all these four states. Thus in Bihar 
315 sea|s are distributed among IS parlies, in Punjab 103 among 
nine parties, in UP 420 among 10 parties, and in West Ben^ 
280 among 19 parties; the seats won by independents have also to 
be taken into account. Some of these are all-India parties such as 
the Congress, the SSP, the PSP. the CPI, the CPI (M) and the 
Swatantra; others are local parties such as the Akali Dal in Pun¬ 
jab, the Bhartiya Karanti Dai in UP and Bihar, the Indian Na¬ 
tional Democratic Party in West Bengal. 

A Mixed Evtt 

The multiplicity of parties by itself is not an unmixed evil. 
It mirrors the political views of the electorate better than say, the 
two party system, and in a heterogeneous society, as in this 
country, it helps to channel divergent political opinions through 
recognized political parties instead of (Mving them underground. 
It also encourages independence of judgment of the citizen as 
you are not compelled to merge yourself in groups with which 
you do not wholly agree. 

But this is about all that can be said about the advantages of 
multiplicity of political parties. The defects of this pheno¬ 
menon under a system of parliamentary executive are so 
great that they relegate the advantages to the background. 
The foremost among the defects is the impact multiplicity of po¬ 
litical parties has in the stalnlity of the executive. That modern 
government needs stability of the executive goes without saying. 
The problems of government today are so complex, with a de¬ 
veloping technology and the growing demands on government 
for the provision of social services, that careful planning and 
coordination is a must; unstable governments cannot adequately 
perform this task. That multiplicity of parties makes for ins¬ 
tability is a lesson we draw not only from France, the classic 
home of the multiple party system, but also fkom the politics of 
the four states in whteh mid-term elections were held recently. 
The existence of numerous parties encourages defections. Where 
united fronts were formed after the last general election, as in 
I'P, Punjab and West Bengal, the lessons are there for all to see. 
It may be that coalitions are inevitable in certain political condi¬ 
tions. But even then a reduction in the number of parties is to 
be hoped for. The worst result of the kind of coalitions attemp¬ 
ted in^West Bengal and UP in 1967 is that the time and energy 
of ministries is spent just on ensuring survival; problems of ad- 
ministration hardly receive the atumtion they deserve and deve- 
opment suffers. 

Above all, the multiplicity of parties is based on a wrong 
philoso|diy of the party system. Parties are a necessary institu- 


Tbe first two articles by Dr A. Appadprai in this series, op¬ 
tioned “The Mid-Term Ekedoas" and "After the EtecthMs” 
■ppeared ia this journal on Fehruary 14 and 28. 


tion in a democracy, but democratic institutions must not only 
provide for the reflection of organized political opinion but also 
for effective government. The multiple-party system not only 
enfeebles the executive, but also gives a disproportionate power 
to seif-seeking minorities. It also turns important branches of 
legislation into class bribery and thus lowers the tone of public 
life. 

There is no space here to discuss what steps can be taken to 
reduce the numter of parties; the ultimate remedy lies in the 
hands of (a) the political elite who should realize the value of 
stability in administration, and (b) the electorate, who in their 
larger interest, should learn to refuse to vote for mushroom 
parties. 

The tendency to form regional or state parties, illustrated 
even before the mid-term elections by the formation of the DMK 
in Madras and the Akali Dal in Pui\jab, is now more marked. 
The BKD in UP, the Soshit Dai in Bihar and the Indian National 
Democratic Party in West Bengal are examples. How does 
this trend affect the political system ? 

Dangerous to Unity 

Political observers are inclined to treat this as dangerous 
to the unity of India. There is that danger, but, I suggest, not 
necessarily. In a federal state, the constitutional autonomy 
vested in the units has always to be reconciled to the unity of the 
whole ; the balance of unity and diversity depends essentially on 
the sense of constitutionalism developed among the political 
elite. The all-India political parties typify this sense of unity. 
As against this, local parties have one advantage: their for¬ 
mation is a recognition of the fact that state problems and policies 
are not necessarily identical with the all-India problems and 
policies; they may have to be tackled according to local condi¬ 
tions. Thus the problem of communal unity in Punjab 
is, prima facie, tackled well by the formation of the Akali Dal- 
Jana Sangh alliance. This is not to say that all-India parties 
have no place in the states. But one need not be too alarmed 
about the formation of local parties. The sense of unity of all- 
India is a function of several factors which have to be assiduously 
cultivated by the governments and people in all states ; the for¬ 
mation of local parties need not necessarily frighten us. 

The formation of coalition governments in West Bengal, 
Punjab and Bihar is a trend which, according to many political 
observers, is likely to be repeated in other states after the next 
general election. Every student knows that coalition govern¬ 
ments have some inevitable drfects as indeed was well illustrated 
in UP under the Samyukt Vidbayak Dal Government before the 
mid-term election—-instability, defections, political manoeuvres 
to gain sectional interests and the inadequate attention paid to 
efficient administration on account of the larger attention paid 
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by party leaders to maintain themselves in office. But if the 
trend is inevitable, the best thing is toiivdve techniques and con* 
ventions by which coalition governments can be made to work 
as elhciently and smoothly as posAtble in the circumstances. 
What coalition governments must learn is that they can con* 
tinuc only on the basis of promoting legislation on measures which 
have the greatest common measure of agreement among the 
constituent units: this Greatest Common Measure (GCM) 
must be evolved before they form the government and a coor¬ 
dinating committee headed by the Chief Minister must watch 
carefully that the GCM is observed and implemented. 

The last point that I would like to touch upon is how, with 
a variation of parties in power at the centre and in the states, 
the relations between the centre and the states are affected. 
Experience suggests that on the appointment of governors and the 
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maintenance of the constitutional powers vested in the centn 
under Articles 200, 356 and 365 of the Constitution, conflict i: 
likely ; Mr E. M. S. Namboodripad from Kerala has raisec 
the question of the states' control over the all-India services work 
ing in the states. The National Convention has suggested the con¬ 
stitution of an inter-state Council under Article 263 with power 
to harmonise relations between the centre and the states. Mr 
M. C. Chagla considers that a presidential form of government 
may well be substituted, at any rate in the states, for pariiameo- 
tary executives. There is no space here to discuss any of these 
suggestions. I hope to discuss 'some of them in later articles. 
It is sufRcient to say. for the time being that the revisUm of the 
Constitution raises fundamental issues which are worth careful 
consideration at the hands of all those who are interested in the 
smooth working of our democratic government in the federal 
context. 


The Task Before Nukherjee Ministry 


THE EVENTS leading to the formation of the United Front 
Ministry in West Bengal have clearly demonstrated not merely 
the wide ideological differences among its constituents but also 
the lack of faith each has in others. Even so. the Mukherjee 
Ministry can do some good to West Bengal provided it tackles 
the stale's problems realistically, seeking the co-operation of all 
sections of the people. When the United Front took over the 
administration in March, 1967, the economy of the country in 
general and of West Bengal in particular was m the grip of reces¬ 
sion, Now the economic situation has improved distinctly in 
many respects and if only the United Front governs wisely and 
well, it can contribute substantially to the betterment of not only 
the economy of West Bengal but even of the eastern region as a 
whole. 

Elementary ResponsibiUty 

One of the first tasks of the government must be to maintain 
law and order lirinly and impartially. It was the failure to dis¬ 
charge this elementary responsibility that brought disrespect to 
the previous UF government and ultimately caused its downfall. 
Nothing is more important for trade and industry to flourish 
than a feeling of absolute confidence in the impartiality of the 
administration, especially of police. The Marxists have expres¬ 
sed their desire "to shake up” the police and Uie administration. 
If it means ensuring greater elftciency and incorruptibility, it is 
to be welcomed. Bui if. as is generally feared, the “shake-up” 
is only to serve the interests of the Marxists, the government will 
be hastening its doom. 

The view has Ivcen expressed in certain quarters both in this 
country and abroad that industrialists in West Bengal have be¬ 
come somewhat nervous because of the return of the UF minis¬ 
try. It is true that the previous UF ministry let loose a reign 
of terror by encouraging ghcraos but there is reason to hope that 
its leaders have now become wiser. The industrialists can be 
expected to offer their constructive co-operation to the ministry 
so Umg as it continues to puisuc policies conducive to economic 
development. West Bengal industiialists have been seeking to 
set up joint ventures in distant parts of the world, including many 


countries in Africa, West Asia and South-East Asia where poli¬ 
tical conditions are far from stable and where the administrative 
machinery is yet to acquire a high degree of efficiency. There is 
no reason therefore why industrialists should hesitate to invest 
in West Bengal if the government gives them reasonable facilities 
and inccntivc.s. 

The Mukherjee Ministry would do well to undertake a quick 
study of the incentives offered by the different state governments 
to promote industrial development. Many states have recently 
publicised widely the measures they have adopted, or are going 
to adopt, to speed up industrial expansion. The Mysore Govern¬ 
ment. for instance, has identitied eleven “growth areas” for the 
exclusive development of industries, large, medium and small- 
scale. These areas arc also to be utilired for the dispersal of 
industries. The incentives offered include contribution toward.v 
the cost of feasibility studies, reduction in electricity tariff, con¬ 
cession in sales tax and octroi du^ and help in marketing the 
products in the initial sUges. Similar incentives are also offered 
by Maharashtra, Orissa, Tamil Niulu, Andhra Pradesh and to 
some extent even by Kerala. The UF government should try 
to give the maximum help to speed up industrialisation which is 
the only way to tackle the chronic unemployment problem. Its 
immediate task must be to enable the closed factories to resume 
working and assure all concerned that its labour polity will be 
guided by justice and fair play, so that both employers and labour 
will work in harmony to promote production and prosperity. 

Improvement of Greater Calcutta is another urgent task facing 
the UF government. Many elaborate schemes have been drawn 
up by the Calcutta Metropolitan Wanning Organisation for the 
betterment of Calcutta. What is now wanted is their effective 
implementation. The centre should actively assist West Bengal 
in this programme. It will be interesting to watch the reaction 
of the Mukherjee Ministry to getting assistance from the World 
Bank and the Ford Foundation for Calcutta's im]HOvement. 
Many of the schemes relating to water supply, sewage and drain¬ 
age, traffic and transport and housing have been drawn up by the 
experts of the Ford Fpimdation. Mr McNamara during his 
recent visit to Calcutta was veiy sympathetic to its diffi culties add 
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promised he'p from the World Bank. But will the Marxists 
accept it ? 

Alre.xdy a working group has been set up, consisting of the 
representatives of the state government and industrial organi¬ 
sations to carry out the various development schemes. If the UF 
government is sincere in its desire to improve the living condi* 
lions of the seven million people of Greater Calcutta, it must 
eschew ideology in developing Calcutta and carry out the schem¬ 
es with the utmost speed and vigour. It can certainly look up 
to the business community for its active co-operation. In the 
last few months, industrialists have shown a greater awareness 
of tlieir role iff the betterment of Calcutta. Their responsibility 
was highlighted by Mr Douglas Ensminger, representative in 
this country of the Ford Foundation, in the following words in 
an address at a Calcutta conference recently : “You now have 
investments which run into thousands of crores in your business. 
The manufacturing sector of Calcutta makes an annual profit of 
R$ 380 crores. Unless and until you arc prepiired to invest and 
invest until it hurts, in the restoration of Calcutta, you must 
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accept as a fact that you are no lon^ interested in the future 
ot your business and that you do not feel it in your hearts to 
accept the forgotten and downtrodden people of Calcutta as 
children of God. Is it not incredible, given an annual added 
additional value of Rs 300 crores within the Calcutta Metropo¬ 
litan District, that the current annual expenditure on Calcutta's 
development is only Rs 3.5 crores ? This is one per cent of the 
annual value added by the manufacturing section of Calcutta." 
It is now up to the UF government to enlist the wholehearted co¬ 
operation of businessmen in the vital work of improving Calcutta. 

Democracy has been found to be a diflicuU form of govern¬ 
ment even in countries which have a well-developed two-party 
system and where the leaders conduct themselves with a high 
sense of responsibility. How much more difficult should it be in 
West Bengal where the ministry is composed of twelve parties 
many of whom, including the most powerful of them, have only 
a feeble faith in democracy. They should remember that they 
have been placed in power not to struggle but to serve, not to 
conspire but to co-opernie for the benefit of the people. 
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Taxation Dose Too Heavy 

SAGITTARIUS 


A FORMIDABT-E cITort has been made by the Deputy Prime 
Minister and Minister of Finance, Mr Morarji Desai, to raise 
additional resources for meeting the increased commitments 
«)f the central government and also transfer larger resources to 
the states. It has nevertheless been necessary to resort to deficit 
financing of the order of Rs 2S0 crores roughly of the dimensions 
of the revised estimates for the current year. Tt had been anti¬ 
cipated that there would be an overall deficit of Rs 290 crores in 
the budget estimates for 1968-69, but it has now been indicated 
that this deficit will be lower at Rs 260 crores in the revised esti¬ 
mates. This decline has taken place in spite of the fact that there 
was an increase in revenue expenditure to Rs 3,035.98 crores 
from Rs 2,896.38 crores and the revenue is expected to go up by 
only Rs 12.37 crores from Rs 3.027.30 crores to Rs 3,039.67 
crores. It is, however, noteworthy that the current year’s 
revenue surplus wilt now be only Rs 3.63 crores against 
the earlier expectations ofRs 130.92 crores. The improve¬ 
ment in the overall deficit lias, therefore, been due to larger re¬ 
ceipts in the capital budget as a result of higher net borrowings, 
Ifac better success of the small .savings campaign and oUier fac¬ 
tors. There was, however, a decline in the total of the capital 
budget to Rs 2,477 crores from Rs 2,517 crores mainly on ac¬ 
count ot the adjustments in the purchase and sale of foodgrains 
which alone have resulted in a change in the budget estimate by 
Rs '165 crores. The relief to the capital budget is perhaps due to 
the greater reliance on the banking system for financing bufler 
Slock operations. It has not been explained, however, what is 
ihe extent of support derived from the banking system for this 
purpose. 

But it is gratifying all the same to note that Plan outlay has 
been maintained at satisfactory levels and in the next linancial 
year there will be an incrca.se in the capital budget total to 
Rs 2,628 crores from Rs Z477 crores in 1968-69 (revised). This 
would indicaie that there will be an increase in Plan outlay. The 
^ors that will benefit by the larger outlay are government 


companies and corporations Rs 9(1 crores, multi-purpose river 
schemes, irrigation and cicctricily .themes Rs 31 crores, public 
work.s (including roads) and schemes of miscellaneous improve- 
menls Rs 15 crores and transport and communications Rs 8 
crores. 'Ilicrc will, however, be a drop in loans and advances 
to states and union territories to Rs 794 crores from Rs 915 
crores and in loans topovernmciil companies to Rs 253 crores 
from Rs 450 crores. The budget total lias, of course, been in¬ 
flated by the need to redeem maturing loans for larger amounts. 

There may, however, be major changes in these estimates 
later ill the year as tiie final recommendations of Uic fifth Finance 
Commission will have to be implemented and the slates will 
probably receive larger net amounts in the shape of loans and 
grants. As nearly every state has been asking for additional 
assistance for implementing Plan schemes and wiping out overall 
deficits, the overall deficit of Rs 250 crores, which has been re¬ 
duced from Rs 350 crores :i'. a result of ilic new taxation propo- 
.sals. may prove to be higher. I hcrc need not, however, be a 
larger deficit as such because it will be possible to raise more 
through open market U'uns and ilie small savings campaign. 
The revenues loo have liccn grossly underestimated with the 
result that even if there was :i rescheduling of debt rcpaymcnt.s to 
the extent of Rs 100 crores, deficit financing can be kept within 
reasonable limits. 

The point that is sought to be driven home is this. The total 
of the revenue budget will constitute a record of over Rs 3,500 
crores before allowing for the slates' share of taxes, while the 
capital budget transactions will be over Rs 2.600 crores. The 
total of the revenue and capital budgets will thus exceed 
Rs 6,000 crores Vi hich underline-, the need for the utmost care 
in siiending av nibble resources. Even a ten per cent saving will 
result in a substantial release of fund,s for oiher purpo.ses. It is 
needless to say that the net capital outlay in the public sector in 
1969-70 will be much higher than in the current year as the in- 
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crease in revenue expenditure is due to t;'«gnificant extent to 
the inclusion in non-Plan expenditure on the cominitinents re¬ 
lating to completed schemes, as has been done in the case of 
state governments, larger assistance to states and so on. 

The question may. however, be asked whether Mr Desai 
was correct in imposing fresh taxation for nearly Rs 173crorcs 
on his own reckoning, and which may well prove to be easily 
Rs 200 crorcs as revenues under some heads have been grossly 
underestimated. The taxes fall mainly on the urban consumers 
in the shape of heavier excise duties on cotton textiles, synthe¬ 
tic fibres, cigarettes, sugar, domestic electrical appliances and the 
like. It may be claimed that an effort has been made to mop 
up agricultural incomes loo by imposing an excise duty on ferti¬ 
lizers and electrically driven pump-sets and levying wealth tax 
on agricultural properties of income-tax payers. But even as¬ 
suming that the levies are retained in their present form, not 
more than Rs 50 crores will be collected through these levies. 
The wealth tax on agricultural properties may be challenged in 
law courts while there may be a reduction ultimately in the excise 
duty on fertilisers. There will inevitably be an increase in the 
cost of many articles of consumption and it is to be seen whether 
a rise in the cost of living index can be avoided. This can be 
ensured only if there is a further drop in prices for agricultural 
commodities particularly foodgrains. It has to be examined, 
however, whether the urban consumers will be able to overcome 
the adverse effects of higher taxation especially as the middle 
income groups will have to pay also u larger amount towards 
income-tax with the raising of the slab nates between Rs 10,001 
and Rs 20,000.1'his would result in an increase in the tax burden 
in some cases by over 11 per cent while those having incomes 
of over Rs 20,000 will have to pay Rs 275 more on a flat basis. 

Favoursbie Gesture 

The only favourable gesture in direct taxes is the increase in 
the exemption limit of dividend income to Rs 1,000 annually. 
The corporate sector has not derived any tangible benefit as there 
are no changes in tax rates and it is not known what exactly will 
be the precise implications of the revised rates of depreciation 
aUowancc.s. It may be said that the jute and cotton textile in¬ 
dustries will derive some help through the higher development 
rebate which will be now available to them following their in¬ 
clusion in the priority list. However, there would have been 
greater advantage if their claim for priority treatment in respect 
of taxation also had been granted. 

Tlic reduction in the export duties on hessian sacking and tea 


will, of course, be substantial though on account of ffie delay 
in arriving at these decisions, the two major export industries 
have been badly hit and a big effort will have to be made to re¬ 
cover the lost ground in the international markets. In the al¬ 
tered circumstances, there is no case for levying export duties on 
gunnies. The attitude of the government towards the jute in¬ 
dustry should be more helpful. The relief to the cotton textile 
industry is also belated as the spinning mills in the southern le¬ 
gion have been passing through a very difficult period and heavy' 
losses have been reported in the past year, Even now it is stat¬ 
ed that the demand for yam can be stimulated only if the spin¬ 
ning units could pass on at least to a significant extent, the relief 
through the abolition or reduction of excise duties to the consu¬ 
mers as, without an improvement in the consumption of cotton 
fabrics, there may not te any recovery in the health of the spin¬ 
ning mills. Bui what is noteworthy is the attempt of the Finance 
Minister to offset the losses sustained through these reliefs by 
imposing higher excise duties on gunnies and superfine and fine 
textiles. 

Reaction in Stock Markets 

The reaction in the stock markets to the budget proposals, 
which will mean a large diversion of resources to the exchequer 
from the private sector, has not been adverse as there is satisfact¬ 
ion over the raising of the exemption limit of dividend incomes, 
the granting of the claim for development rebate to the cotton 
textile and jute industries and the reduction in export duties 
affecting the jute and tea industries. As there may be revival in 
economic activity to step up their output, the general sentiment in 
Dalai Street and Lyons Range has been cautiously optimistic. 
The wisdom of Mr Desai’s proposals will, however, be borne out 
only by the developments later in the year. If for any reason 
there was a setback in agricultural production in 1969-70, all the 
calculations may go wrong. It is only to be hoped that the break¬ 
through on the agricultural front will be sustained and with a 
better use of physical resources, the shape of things in the first 
year of the fourth Plan will be such as to infuse confidence in the 
outlook for the period to 1973-74. The safest and the wisest 
course would have been to present a Supplementary Budget 
later in the year after the final recommendations of the Tyagi 
Commission had been made available and it had also been known 
that for the third season in succession, there would be bumper 
food as well as cash crops. The year 1969-70 should, therefore, 
be said to be crucial in many respects. 
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In May. 1962. Hindtlco started production with a smelter capacity of 20,000 tonnes a 
year. This was doubled to 40,000 tonneS in November. 1965, and in August. 1967. THE 
CAPACITY HAS FURTHER INCREASED TO 60,000 TONNES. A primary output of 
60 000 tonnes at current international prices will represent a loreign exchange saving of 
about U.S. S 30.07 million or Rs. 25 crOres. But if the value of fabricated Items is takOA 
Into reckoning, the saving would be even larger 

Since the ceitimissioning of lU plant rn May, 1962, up to December 1967, the Company 
haa produced 162.580 tonnes of Aluminium which has saved for the nation about 
Ri. 67.19 crores in foreign exchange. As a substitute for imported copper in the efectncai 
Industnes. the above output represents a foreign exchange saving of as much as 
Rs. 250 crores. 
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Exports After the Budget 

A Special CorrMpondenit - 


MR MORARJI DESAI announced in his budget speech that 
he was reducing the export duties on jute manufactures, tea and 
mica in order to “propitiate the gods of intemationai compcti* 
lion”. But the Finance Minister’s “oifering” has been inade¬ 
quate and haif-hearted, considering the recent trends in exports 
and the prospects ahead. 

Exports of jute goods declined from $ 333 million in 1966-67 
to $ 312 million in 1967-68; in the first six months of 1968-69. 
the earnings at S141 million were lower by s 22 million compsired 
to the same period of the preceding year. Competition from 
Pakistan and synthetics has been increasing not only for tradi¬ 
tional hessian but also for carpet backing and specialities of 
different types. The Finance Ministry cannot deny Uiat there 
has been a continuous decline in the unit prices of jute goods 
and that the mills have been incurring heavy losses in recent 
years. Yet, the government has merely rcduc^ the export duty 
on sacking and hessian while the situation demanded its total 
abolition. That would have removed a source of uncertainty 
and improved the jute industry's competitive power. The grant 
of priority status to the jute industry is welcome, though it will 
provide no immediate relief. 

For the tea industry also, the right step would have been the 
abolition and not mere reduction of the export duty. The profi¬ 
tability of the tea industry has suffered seriously ^causc of the 
continuous increase in the cost of prqduction caused by higher 
(axes and wages. Many expert committees have repeatedly 
recommended the removal of the export duty, but the Finance 
Ministry remains unconvinced. It is worth noting that our tea 
is now facing tough competition not so much from Ceylon but 
East Africa where taxation is light, wages are low and producti¬ 
vity is high. Our tea industry is burdened not merely, by central 
taxes but also by state levies. But since the state governments are 
unlikely to provide relief, the centre should have strengthened 
the industry’s competitive capacity by removing the export duty 
and by refunding the excise duty. In the case of other items still 
subject to export duties, it is hoped that the Finance Ministry 
W'ill not hesitate to act promptly when cireumstances warrant it. 

Effect of New Taxes 

The budget does not seem to have improved the export pros¬ 
pects of non-traditional industries. A sharp spurt in the home 
demand for engineering goods would have helped to speed up 
the industry’s recovery from the recession. But the effect of the 
new taxes will be to curtail and not to increase consumption. The 
central Plan outlay in 1969-70 is estimated at Rs 1,223 crorcs 
itgainst Rs 1,130 crores in the previous year, which is likely to 
create a greater demand for various types of engineering goods. 
The Engineering Association of India has regretted that the Fi¬ 
nance Minister has not accepted its proposal to create a separate 
fund of Rs 100 crores for the purchase of the products of capi¬ 
tal goods industries such as industrial plant, machinery and mac¬ 
hine tools. But the right way to stimulate demand is by creat¬ 
ing a buoyant economy and not by spoon-feeding selected 
industries out of a special fund. 

Thou^ the central budget has not provided a powerful 
tumulus to export (apart from meagre relief in some export 


dutiesV, ^ outlook for export, on the whole, continues to be 
encouraging. It is worth remembering that our exporters, espe¬ 
cially of non-traditional goods, are already getting a variety of 
incentives. These include cash assistance, import entitlement, 
refund of excise duty and import duty, supply of raw materials 
at international prices, concessional railway freight, finance at 
lower rates of interest, blanket release of foreign exchange, and 
assistance from the Market Development Fund for market sur¬ 
veys and export promotion tours. It is mainly because of these 
incentives tliat exports of engineering goods have increased spec¬ 
tacularly. Between 1966-67 and 1967-68 exports of engineering 
goods rose to .t 44 million by 42 per cent. In the first six months 
of 1968-69, however, these exports were 126 per cent higher 
than in the same period of 1967-68. If engineering industry lakes 
full advantage of the incentives and resorts to effective sales¬ 
manship, its exports can reach new heights in coming months. 

Below Expectations 

As regards the jute industry, though the relief has been much 
below expectations, it should be able to improve its exports by 
expediting modernisation and by increasing the production and 
productivity of raw jute. It is well known that the problem of 
providing the jute industry with timely and adequate supplies 
of raw material at economic prices has never received any syste¬ 
matic attention. This will be clear from the observations made 
by Mr Dinesh Kumar Singh, Chairman, at the fourth Indian Jute 
Development Council meeting held at Calcutta on March 1,1969. 
He said, “The current position reminds me of 196.^-66 season 
when we first met. Though it has been possible to make some 
progress since then, and, in fact, to turn tlie corner in 1967-68 
with a record output of 63.19 lakh bales of jute and the highest 
productivity of 2.89 bales an acre, no sooner wc arc confronted 
with a situation when our current production is estimated around 
36 lakh bales, the lowest since I9SS-36. This year the combined 
yield of jute and mc.sta has hardly any chance of going above 49 
lakh bales, as against 74.4 lakh bales in the last season. This 
of course, is neither uncommon nor surprising for a crop like 
jute. A iook-back will show that we have allowed ourselves 
with such recurrences for tiic umpteenth time and spoiled our 
case in the international market, probably for deriving merely 
short-term gains”. Mr Singh blamed everybody for the jute 
muddle—the Government of India, the state governments, the 
State Trading Corporation, co-operative societies and, of course, 
the jute industry. But what is now wanted is not a post-mortem 
but energetic and co-ordinated efforts at increasing the production 
of raw jute. Mr Singh suggested immediate announcement of 
the minimum price for the 1969-70 season. Now that the central 
budget has somewhat brightened the outlook for jute goods 
exports, the government and the industry should intensify their 
efforts to achieve Ibif-sufficiency in raw jute. As regards the 
tea industry, attempts should continue to be made to improve 
productivity and to bring about some of kind of regulation of 
output in co-operation with the other producing countries. 
Meanwhile, the Tea Board should display some eneigy and 
initiative in strengthening our hold on traditional markets and 
in finding new markets, for which considerable scope exists in 
East Europe as well as in the countries of Africa and West Asia. 
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opment of rail transport in their states in the interest of fostering 
economic growth there. 

Replying to the Lok Sabha debate the Minister for Railways, 
Dr Ram Subhag Singh, promised to give priority to defence 
needs in the railway’s expansion programme. He also assured 
the House that accent in the fourth Plan would be on making 
qualitative iflSprovements in the railway system. He rejected 
the demand for the scrapping of the Railway Board and pointed 
out that there was no alternative to the present administrative 
set-up for managing the enormous railway network in the 
country. He, however, assured the House that all policy 
decisions were taken by the Minister himself. Dr Singh 
also spoke of the need to reduce staff in the Railways. 
But this, he felt, ought to be done by improving produc¬ 
tivity and modernisation and not by retrenchment. 

Intervening in the Lok Sabha debate earlier, the Minister 
of State for Railways, Mr Perimal Ghosh, announced that the 
plan for a circular railway for Calcutta, which had been in 
cold storage for several year#, had been finally approved by the 
Planning Commission. Work on this project, estimated to cost 
Rs 29 crorcs, he said, would begin this year. Mr Ghosh revea¬ 
led that with a view to tackling the transport problem of metro¬ 
politan cities, techno-economic surveys would be made this year. 
The Deputy Minister of Railways, Mr R. L. Chaturvedi 
pointed out that there was no danger of the wagon industry 
suffering for want of orders. 

Charges Refuted 

The demand in tlic Rajya Sabha for the constitution of a 
high-powered commission or a parliamentary body to inquire 
into the charges against the Birla group of industries, as contain¬ 
ed in the three memoranda submitted by Mr Chandrashekhar 
(Cong.), was rejected by the government after a hrated debate. 
Both the Deputy Prime Minister, Mr Morarji Desai, and the 
Minister for Industrial Development, Internal Trade and Com¬ 
pany Affairs, Mr Fakhruddin Ali Ahmed, assured the House that 
alt the allegations contained in the memoranda had been looked 
into by the government and suitable action under the law had 
been initiated wherever necessary. A special commissioner had 
been appointed to coordinate the various investigations and in¬ 
quiries. Both Mr Desai and Mr Ahmed, however, pointed out 
(hat several allegations had been found to be without substance. 
A commission of inquiry, they pointed out, would only further 
delay the process and could not do anything more than what had 
already been done. 

Mr Desai further pointed out that no favour had been shown 
to Birla concerns by the state financial institutions or the Life 
Insurance Corporation. Thcic had also not been any organised 
evasion of excise or customs duties by Birlas. Nor was there 
any truth in the allegation that a large concealed income has 
been compounded for a small amount. Mr Ahmed refuted (he 
charge that the government was shielding Birlas. Rcferrin.e to 
the charges relating to the alleged monopolistic policy of Birlas, 
Mr Ahmed said that a bill to curb irtonopolies would come up 
before the House for consideration shortly. The licensing 
system was under review to see how the loopholes in the 
existing i^rstem should be plugged. 

The controversy over the constitutionality of the West Bengal 


Governor. Mr Dharma Vira, skipping over the address 
prepared for him by the United Front Government for deli- 
yery to the newly constituted legislature was hotly debated 
in both the Houses. The opposition’s motion In the Lok Sabha 
disapproving the action of Mr Dharma Vira, however, was 
thrown out by a voice vote. Mr Dharma Vira's action was 
criticised scathingly by many an oppo.sition member who 
felt that in not reading the text of the address in full given 
to him by the lawfully constituted ministry, the Governor 
had acted unconstitutionally. Mr S. N. Dwivedy (PSP), for 
instance, pointed out that the Constitution did not give any 
discretion to the Governor in the matter. Prof. Hircn Mukherjee 
(CPI) felt that what the Governor had done was absolutely un¬ 
becoming of him. Mr P. Rainamurthy (C'PM) observed that it 
was well known (hat what was contained in the address was not 
the Governor’s opinion. If the address contained anything 
against the government, it I'ltly meant that that was the view of 
the cabinet. 

Governor’s Action Defended 

Mr Dliarmu Vira's action, however, was supported not only 
by the treasury benches hut also by several hppo.si(ion members. 
The spokesman of the Swalantia Party, Mr N. Dnndekar, 
maintained that (he address prepared by the lJuiteit Front 
Ministry went beyond the normal scope. The portions which 
the Governor refused to read, contained cri(ici.sm of what had 
happened before the mid-term poll. The veteran independent 
member, Acharya J. B. Kripaluni stressed that the Governor 
could not be expected to condemn himself. Mr Prakasb Vir 
Shdslri, (Ind.) was criticial of the Prime Minister and the Home 
Minister for their handling of the issue and demanded that the 
President must fully protect those wito were appointed as Gov¬ 
ernors. Basing his arguments on the judgment of the Calcutta 
High Court, which hud upheld the decision of the dismissal of 
the United Front Ministry in 1967, the former Law Minister Mr 
A.K. Sen asserted that the idea behind the new United Front 
M inislry asking the Governor to read the omitted paragraphs 
was to ridicule the High Court’s judgment. Mr Sen pointed 
out that it would have been impertinent on the part of the 
Governor to flout the judgment of flic court. 

Explaining the rcliilive provisions in the Constitution, the Law 
Minister, Mr P. Govinda Mcnon. pul forth a stout defence of the 
Governor. It was open to the Governor, he asserted, to make 
suggestions for inclusion in his address and these should receive 
respectful consideration from hLs council of ministers. Mr 
Menon emphasised that the Governor was not merely a mouth¬ 
piece of the council of ministers; he had also to defend and pre¬ 
serve the Constitution. Tlic Home Minister, Mr Y. B. Chavun, 
plr-ided for forgetting the unpleasant events and called upon the 
United Front to behave like a victor. The issue whether the 
United Front Ministry had been dismissed correctly in 1967, he 
pointed out. has been decided by the High Court. Whether 
the High Court’s \erdiel was right would be decided by the Sup¬ 
reme Court. Hut by tiying to pul words in the mouth of the 
Governor, the stale ministry, Mr Chavaii felt, had probably 
thought that it Cvsuld interpret the Constitution as it liked. The 
two omitted paragiaplis, Mr Chavan opined, tried to interpret 
history which the Gove* nor was'not supposed to do. 
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WINDOW ON THE WO RLD 

Secrets of the West German “Miracle” 

JOSSLEYN HENNESSY 


I 

GERMANY’S UNORTHODOX INCOMES POLICY 

LONDON: 

AN INCOMES policy seeks to promote growth and full 
employment without inflation and a more “socially just” 
distribution of wealth. 

it is, or should be, Ihoughi-provoking that the British and 
West Germans each consider the other to have no incomes policy. 

Both Sturt from the premiss that “excessive” unemployment 
and price liscs are intolerable. In the West German view, how¬ 
ever. Auba'y Jones, the head of the Prices and Incomes Board, 
is an overworked and hurasseil doctor prescribing quack medi¬ 
cines to catch up with whichever of the^two fevers predominates 
at the moment. In subduing one, hc'OTs up the c^er. More¬ 
over hi.vvciy existence aggravates wage discontent, J^tics 
into wh«l should be an economic debate and drives the jgov- 
ernnicnt^to ever more awkward corners. If he vetoes a wage 
rise, the ilhsappointed return to the attack. If he allows a r^, 
he demonirafes to other workers that if they get their unions 
to ilibvie and their MPs to push, they too can raise their pay. 
In iitl^r event, the best that he can achieve is to build up back¬ 
logs of demands which sooner or later burst the dam. The UK 
type incomes prrlicy encourages the government, unions, and 
employers to assiinic as yet unrealised prexiuctivity gains in set¬ 
ting growth targets and new pay claims. That was what hit the 
UK's 1962-M and 1964-66 plans. 

The West Germans seek by wholly diflcrcm means to mini¬ 
mise the possibilities of outbreaks of pjiy-pricc epidemics, and 
to dampen their efi'ects on inflation or unemployment. In their 
view they do not treat symptoms hut go back first to causes. 

Pay-Price Epidemics 

Pay-price epidemics arise from excess of investment and/or 
consumption o\cr savings. Therefore, in .iddition to fiscjil and 
monetary policies, the West Germans seek to promote both the 
growth and the widening of the ownership of property, because 
(they argue) il enough people have incentives to save and pros¬ 
pects of keeping the reward of their saving, the risk that wage 
increases will create mlUition is decreased, while the chances 
arc strengthened that 11 ) sutlicicnt savings will emerge for invest¬ 
ment and ( 2 ) labour’s shaic of national income will not fall in 
absolute terms as the ivturns of capital rise from rationalisation 
or automation. 

Tlie West Germans believe m having as many rich people in 
the population as possible ; the lieher the Iretter. Why? Be¬ 
cause all economists agree that the higher the income the grearter 
the saving. As far back as 1 •«>.». 11,714 West Germans had 
accumulated capital of one million DM or more, and since the 
1>'4S currency reform wiped out 92.5 |\r cent of current values, 


these millionaires built up from scratch. The substantial slash¬ 
ing in I9S5 of progression in income tax multiplied the chances 
of getting rich quickly. For a single man with £20,000 a year, 
the average rate of tax is 42 per cent (Cf. 62 per cent in the UK); 
the marginal rate is S2 per cent. The maximum marginal rate of 
53 per cent begins at £20,032 compared with 91.25 per cent at 
£18.900 in the U.K. 

Is wealtlr therefore becoming ever more concentrated in the 
hands of a few' ? On the contrary, the tax system encourages all 
income groups to save. There are high exemptions not only 
from all scales of income-tax, but from indirect taxes and from 
the accumulation of wealth, life insurance, annuity, and savings 
contracts, including the buying of shares. To attract low income 
savers into the share market, tax incentives encourage the issue 
of bonus shares to reduce high denominations and the issue of 
low par shares. Denationalisation has popularised shareholding 
among small savers. The sate of shares in Preussag (mining and 
smelting), Volkswagen, and Veba (electricity and mining) to 'a 
total issue value of £8,.500,000 create! nearly 4,000,000 new 
shareholders. No individual could buy more than five Preussag 
shares in 1959 and his income had to be below £600 p.a., and for 
Veba in 1965 below £I..500 p.a. (the rise in incomes in the inter¬ 
val explains the higher ceiling). 

Other measures include a premium paid on any sura which an 
individual pledges to invest for five years. The ceiling fixed for 
the annual amount qualifying for premium aims at lower and 
middle incomes. Older people and parents of large families get 
extra premia. 

II 

THE STOCK EXCHANGE AND SAVING 

i'hc West German savers traditionally favour savings banks, 
in-surunce funds, etc. Because such prudential savings decrease 
the supply of risk funds and slow the growth rate, the one British 
institution that the West Germans envy is the stock exchange, 
capable of mobilising savings, small and big, and channelling 
them into the most productive uses ascertained by means of 
issue prices and conditions adjusted to the individual enterprise's 
prospects and risks. They argue that the capital gains tax is 
nonsense because, by discouraging savers from switching freely 
from one investment to another more profitable one, it decreases 
the clBcicncy of resource allocation. They add that it increase.' 
risks to the saver by encouraging him (I) to attempt long-term 
forecasts rather than concentrate on more easily assessed shorter 
term income prospects, and ( 2 ) to live off capital gains rather 
than income. They believe that equity investment is more 
educational to the saver, is of greater benefit to the capital market 
and the economy as a wI)oIe, and more anti-inflationary and 
price-steadying than the proposals now discussed in the UK to 
tax-exempt savings in government securities or national certifi¬ 
cates. The West German tax-saving exemptions therefore 
cover saxings in virtually^ any medium from pension funds to 
equities because this gives a wide natural choice uceording to 
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individual assessment of needs and avoids market distortions. 

The West Germans regard the spread of home ownership, in 
which they have been spectacularly successful, as another impor¬ 
tant measure against inflation. Whereas the UK. sought to meet 
the postwar shortage by subsidising building to be let at non¬ 
economic rents. West Germany (with some temporary rent con- 
uols which have been phased out) offered special aid to those with 
low incomes, so that market rates could he charged for rents or 
!,ales, and builders therefore had realistic incentives to meet 
demand. By 1960, 6,000,000 dwellings had been built since 
1949 (compared with 3,790,000 in the UK since 1946) and com¬ 
pletions were running at 600.000 a year (compared with .1(K),0W) 
in the UK). The West German incentives for housing helped 
to ensure that a high level of housing demand could be satisfied 
simultaneously with high levels of pnaluctivc invcsinient. The 
British subsidy system did the opposite. West Germany, morc- 
oviT. effects economies in resources running to thousands of 
millions by allowing ownci? to improve existing houses without 
raising lax assessments against them, whereas the threat of higher 
assessments in UK causes vast areas to sink into slums entailing 
vast unnecessary expenditure on clearance and rc-lunising. 

The West Geimans do not see taxation as u weapon to punish 
people who make more money than is good for them but as an 
unavoidable evil needed to raise revenue. They arc chary of 
increasing taxes to chex-k consumption against inllution, bccai^e 
this risks creating a "cost-plus'’ society in two ways : (I) as 
employers arc taxed they r.iise their selling prices, while (2) higlier 
indirect taxes raise buying prices; both cause workers to ask lor 
higher wages. A vicious circle of incrc.ising costs follows. 
The West Germans regard British "Stop" policies and drastic 
tax changes as ad hoc short term measures, wliich falsify the price 
mechanism, whereas the free up and down movement of prices 
needed to guide supply and demand requires the use oj'thc whole 
biittery of fiscal, monetary, and tariff measures, coordinated in 
long-term policies to enforce competition. To raise producer 
prices because costs have risen may, in the long run, be unavoid¬ 
able. but as an immediate reaction the West Germans regard 
it as evidence of lazy management. In proof, they point out 
that international trade is the nearest approximation to a freely 
competitive market and that export and import prices every 
where have risen less than domestic prices. Certainly this is 
due in part to falling relative prices of primary products, but 
these have little effect on internationally traded manufactures and 
capital goods. 

ni 

THE DM*s STABILITY 

The DM’s stability has been a major factor in encouraging 
personal savings which in 1954/56 averaged 13.8 per cent and in 
1960-62, 13 percent of disposable income, compared with three 
per cent and 6.5 per cent in the UK in the same years. 

Price stability has also been a major factor in West Germany’s 
export surplus. In the first few years when unemployment was 
high, it was arguable that the surplus arose because lagging 
domestic demand gave industry no alternative but to sell abroad. 
As, however, it has persisted with unemployment at one per cent 
or below, it is now clear that the export surplus ••rises from 


higher competitive ability .md belter internal control of inflation 
than in other countries. 

Dives all this mean that the West German “miracle” has been 
achieved at the expense of the musses'? Look at the table : 

HOW THE WEST GERMAN’S PURCHASING POWER 
HA.S.GKOWN: 1958 1966 

Nominal f'osl of Hourly 
hourly living wage in 
' wage price index terms of 

increase increase purchasing 
power 
increase 


West Germany 

109 

22 

71 

France 

53 

36 


Great Britain 

68 

26 

33 

Sweden 

9.5 

.'^4 

•16 

USA 

.■<2 

12 

18 


SooRrr /(iiTinan International 

Since West (icimany attained full employment in 1958, 
unemployment, dcsfiite 'itcadily intensifying ratiimalisalion and 
automation, has varied between 0.4 and I 3 percent (e.«cept in 
1967, when it averaged 2 I per u'lit an impressively low figure 
for a recession in which GM* acluallv fell), which suggests that 
the 1\ per cent cued as the desirable figure for UK unemployment 
is not a norm set for all time bet reflects the current structures of 
supply and demand, larilfs. subsidies, .ind other curable market 
mi perfections. 

What of the success ol British and West German incomes 
policies in reducing personal consumption as a percentage of 
GNP? British personal consumption hovers around 75 per 
cent. German personal consumption around 57 per cent of a 
GNP that rises on average at Kusi double the British annual 
rate. 

Some observers see the Coalition government’s new Concert¬ 
ed Action programme us a move towards a British type incomes 
policy, but there is no consensus for this in West Germany. 
The unions fear that a Prices and Incomes Hoard would under¬ 
mine their bargaining powers, the employers that, if it could 
enforce wages and prices, it would destroy the market mechunisin 
and end in the totalitarian type of economy from which the 
communist countries arc trying to ease themselves out. The 
Concerted Action programme seeks to present unions and em¬ 
ployers with the most up-to-date and authoritative data available 
on short and medium-term trends in order to help both sides to 
formulate reali.stic decisions. It is an additional weapon, not a 
substitute for fiscal and monetary policies and measures, to 
promote saving and wider properly ownership. 

Let an official of the Bundesbank have the last word : “Your 
questions suggest you think we’ve solved the problems of un¬ 
justifiably rising prices and wages. Wc have not. But our poli¬ 
cies make them more manageable than yours. Remember, 
above all, inflation, not wage bargaining, is the enemy of .social 
justice. The injustice of inflation is not, as is constantly repeat- 
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cd. confined lo people on fixed incomes. It hits everyone. How 
can workens feel justly treated when, for reasons they don’t under¬ 
stand, prices creep up .ill the time ? To refuse higher pay then 
seems illogical and unju.st. So timid politicians bully timid 
governments into creating the further credit required. Incomes, 
divorced from real results, rise still higher and buy still less. 
Social injustice is maximi«»l. We're lucky because our trade 
unions’ subscriptions arc one hour’s pay per week per member 
(the higher the pay, the higher the subscription), so Uiat tiie 
unions can afford to employ top-level talent tO' provide widely 
attended economic courses for their members. A public opinion 
poll shows that 65 per cent of workers think higher wages lead 
to higher prices rather than to lower profits; 75 per cent that 
wtige increases arc useless bcc.iusc offset by higher prices; 47 


per cent that strikes harm mote than they help the worker. The 
unions back our savings policies because th^ think they help to 
ensure real--not inflationary—wage increases. It was the 
unions which urged the Preussag, Volkswagen, and Veba dena¬ 
tionalisations to spread property ownership. The workers' 
attitudes arc due not so much to official exhortations as to the 
unions’ convictions and educational efforts". 

Further Reading; Space has compelled sweeping and 
possibly unconvincing gencralisiitions. Government and muni¬ 
cipal officials, tax experts, accountants, housing experts, trade 
unionists, and others interested in the technical details of Ger¬ 
many's tax exemption measures will find them expounded in depth 
by F. G. Reuss in "Fiscal Policy for Growth Without Inflation: 
The German Experiment" (John Hopkins Press). 


Europe After Nixon’s Visit 

E. B. brook 


VIENNA : 

DESPITE PRESIDENT Nixon’s recent visits to six leaders of 
the European scene the principal intim.'itc development for 
Europe remains the attitude of l-'rancc, that is, of de Gaulle, to 
the Common Market and the future of that organisation. 

For the last 12 years or more, Europe has, as it were, stood 
by fascinated at seeing itself organised successfully and profitably 
into three economic blocs--the eastern communist Comecon 
relatively out on its own ; the loosely-organimi, fairly easy-going 
EFTA of the '‘fringe’’ countries of Scandinavia, Britain, Portugal 
and Comccon's neighbour, Austria a fairly motley collection, 
and the increasingly closely integrated, aggressive, and always 
exclusive Common Market. To many in west Europe the con¬ 
tinent is, for all practical purposes, the Common Market with 
EFTA members and others persistently, but unsuccessfully, 
trying to join it. 

The Common Market image has, as a result, become a little 
overdrawn. It is seen, very largely correctly, as closely knit, 
reserved, conservatively progressive, essentially capitalistic, the 
show boy and the success story of post-war Europe enabling that 
formerly shattered cimtinent to turn a coldly independent shoul¬ 
der to the Americans a coolness that was heartily reciprocated 
by the former American President Johnson. 

Now two rather contradictory things have happened simul¬ 
taneously. The new American President has lost no time in 
coming over, with all the publicity possible, to make friends, to 
listen to and talk with the Europeans from the Pope to the Berlin 
workman. At that very time President de Gaulle has been re¬ 
vealed by his British friends as being quite willing to consider 
putting the Common Maikct aside altogether and seriously think¬ 
ing of a more loosely united western E'urope guided, not neces¬ 
sarily "directed’’, by a big "four" ctmiprising France, Britain. 
West Gcnnany and Italy. 

The row over this disch'surc and the fact that it was disclosed 
is now an old story. But it is important to consider this matter 
os revealing what the contemporary non-communiitt Europe 
really is and in dissolving a few long-lingering dreams. 

The first drc.im of "a kind of united slates of Europe with a 


sense of enlarged patriotism and common citizenship” was the 
concept of, of all people, that very English Englishman Winston 
Churchill than whom no one knew better that there never has 
been and is not any sense of common citizenship in Europe and 
that "enlarged patriotism” there can only be a temporary concept 
for pragmatic convenience. Churchill could, at that time, alTord 
to dream aloud because, in 1948, he was in opposition. 

When the Common Market was discussed in 1955 and 1956, 
Conservative Britain sent an observer but eventually with dretv 
him and paid little attention when the Common Market was 
set up by the Treaty of Rome in 1957. 

De Gaulle, a colder realist than Churchill, and since at least 
1940, a player of the more cynical form of politics, never cared 
for the Treaty of Rome—he came to power a year after it was 
signed- and has always spoken of the future as lying with a Eu¬ 
rope of "the parties”. As a European (which the British, psy? 
chologically, arc not) de Gaulle knew what he was talking about. 
The Europeans unite, ally and group themselves together only 
when circumstances make that tactic compulsory to survival (as 
with the Anglo-French alliances vis-a-vis Germany) or profitable 
as with the Common Market vis-a vis the USA, Otherwise, the 
"parlies” remain separate, distrustful, jockeying always for po¬ 
sition friendly but competitive, often forthcoming but always 
mean. It is a profound mistake to think that contemporary 
Europe’s cultivated prosperity has changed one whit of its essen¬ 
tially greedy peasant basic character. 

Dc Gaulle docs not and has never shared any supranational 
ideals the pipe-dream of "one world" does not exist in Europe, 
and that of “one Europe from the Atlantic to the Urals” (releptcd 
to cold storage temporarily after the Soviet occupation of Cze¬ 
choslovakia) is a concept only of unity to keep others—that 
i.s, the Americans- at bay. To the French, also, the Russians 
have always been acceptable because they are a long way away 
and constitute a counterweight. 

It is necessary also to recall that de Gaulle and Gaullist France 
have not only consistently used the Common Market for their 
own advantage-to such an extent that the Market has leceutly 
protested but that theirs is an a-poiitical State. Gauilism came 
into being in 1940 as a. conspiracy to ovmhrow an admittedly 
weak and unsuccessful government of politicians but of politi- 
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ci#n*. nevertheless, who had been elected by the French people 
to form and run their government. When dc Gaulle returned to 
power in 1958 with open expressions of contempt for politicians, 
it was as a result of a military conspiracy. His continuation in 
power after the serious riots of last summer was the result of a 
b-argain with the French generals who won from him the release 
from jail of other generals who had been imprisoned for rebel¬ 
ling against dc Gaulle's policy in Algeria. 

Since Gaullist France has guided the Market its. essentially 
oppi'rtunistic methods have inevitably coloured the Market's 
own policies and, more especially, have left France's partnciK 
(all also realistic Europeans) in no doubt ns to where they stand 
with Fran<». Their position is clear also to others: they will he 
jettisoned as a body when, as a body, they no longer scive 
French interests. Neither individually nor as a body of live aic 
they sufficiently strong nor sufficiently united in interests to 
withstand Paris. Were Germany .strong enough to do so, the 


position might have been otherwise; Germany is prosperous but 
not strong. Germany needs the USA and it needs France as 
an ofl'scl to the USA to make its defence dependence on America 
not too overwhelming. Adenauer and de Gaulle kissed one 
another in Paris in 19(14 not out of love but because each wanted 
to have to do no more than shake hands with Washington. 

France, also, has been able to show its strength in the last few 
months by refusing to devalue the franc and by maintaining its 
trade performance reasonably intact despite the strain of that 
operation. It is clear to Europe that the franc will probably be 
able to withstand a certain amount of pressure which could be 
generated by such untoward incidents us the quarrel with Britain. 
It is equally clear to Europe that the Five will continue their 
habit of letting France have its own way when it comes to the 
pinch whatever plots and scandals the British or others may 
reveal and however often President Nixon comes bearing bou¬ 
quets from Washington. 


US to Follow Monetary Restraint 

GERARD A- Donohue 


WASHINGTON ; 

IN ITS determination to check inllation, the Uniteti Slates 
government could take prompt and decisive actions to bring 
it to a halt almost overnight. But the disruptive effects of ill^- 
tant deflation would alnurst undoubtedly cause more prob¬ 
lems than a relatively mild inflationary trend. 

What the US Government hopes to do through fiscal and 
iiionctury policies is gradually, over a period of several nu>uth> 
or nu'rc, to bring the rale of growth of prices down well IkIovv tlic 
four per cent gain of last year. 

The fiscal policies to restore stability were set in motion last 
summer when the Congrcs.s voted an income lax siirchargc and a 
cut in government spending. But it wasn't until quite late hut 
year that the monetary authority (he Federal Reserve Board 
of Governors—began to take action to cut the rate of growtii 
of money supply and restrict credit. 

The I'cdcral Reserve Board had assumed, erroneously as it 
now admits, that the effects of higher taxes and lessened Govern¬ 
ment spending would be felt sooner than they were and so fol¬ 
lowed an easier money policy than it should have. 

But the demand prcs.sures and, perhaps, more important, 
the belief of consumers and businesses lhal prices would continue 
to rise kept retail sales booming and business investment high. 

The impact of reduced government purchases of goods and 
services and the tax increase now arc being felt and will continue 
to be felt for the next several months as tax payers pay their 
1968 tax bills. The Federal Reserve Board, as the Chairman of 
the Board of Governors, Mr William M, Martin, Jr., has stated, 
intends to reinforce the fiscal policies by restraining the rate <>{ 
growth of the money supply and keeping credit scarce. 

Mr Martin notes that prices are continuing to climb, but he 
believes a principal reason for this rise is that people ixilicvc 
prices will continue to rise and hence spend on the theory that 
money will buy less later. He believes it necessary for the gov- 
cmtinent td demonstrate its determination to check inflation by 
keeping money and credit tight until prices level off and consu¬ 
mers and businesses get over their inflationary psychology. 

This cannot be done without cost to the general public. 


InlcrcKt rates are high now, higher than 'they have ever been, 
ami they will slay high for the rest of the year. Many who want 
credit to buy a house or an nuloiuobilc or for business invest¬ 
ment will not he able to find it. 

But cooling off the economy gradually is far lc.ss painful 
than increasing taxes by a large amount and cutting govern¬ 
ment spending heavily. Unemployment would then increase; 
the public would he denied the needed government services, and 
imporis woiilil decline, with adveisc effects overseas. 

In lesliinouy before tlio t'ongi'css over the past couple of 
weeks, g<'veinine:it officials have staled their determination to 
cheek inflation and thus preserve the value and strengthen of 
the dollar itul they are coiilideut that they can do ' o in a gradual 
and nou-disruplivc manner. 


KIRON 
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THE DHARMA VIRA episode clearly show* that, while both the 
central government here and 'the UF ministry in Calcutta arc 
resolved to practise brinkmanship in their dealings with each 
other, neither of them is over-keen on going over the brink. In 
other words, there is to be in our domestic politics a cold war on 
the classic lines of the east-west confrontation in international 
aifairs. 1 am wondering which of our political parties, if an\, 
or which of the state governments, if any, arc going to practise 
the virtues of non-alignment in this situation. 

♦ * 

Kingsley Martin, who passed away suddenly in Cairo, where 
he h.nd gone to interview President Nasser, was one of those 
redoubtable knight errants of Britislt journalism who have helped 
along the historic process of the Press in their country blooming 
well and truly the Fourth Estate of the Realm. As Editor of 
‘New Statesman’ he was one of the most committed, even if oc¬ 
casionally erratic, spokesman of the great Libeial tradition in 
British intellectual, political or public life. In his love of peoples 
and causes, it may perhaps be said of him that he loved well, 
even if not always wisely. This country has reason to remember 
him with aJfectiun for his passionate atlachmeiil to its freedom 
struggle and if, in the years after freedom, Kingsley Mailin 
chose to take a view of the Indo-Pakistan dispute over Kashmir 
which did not seem to do justice to the Indian case, this too was 
purl of ail that went to make him impishly unpredictable in his 
judgment, but for all that loveable for the intense warmth of his 
involvement in the happiness of peoples as individuals and the 
destiny of the human race. 

Kingsley Marlin, like J. B. S. Haldane, willed his body to 
medical research. Neither of them had any use for the rituals of 
a religious funeral. Unbelievers while living, in death they did 
not recant. In striking contrast was the case of Jawaharlal 
Nehru. Although he did not, in so many words, declare himself 
to be an atheist, he loved to describe himself as a pagan. His 
cremation, nevertheless, was carried out with the full claburaiiim 
of religious rites and his ashes were immersed ceremonially at 
the confluence of the "sacred" rivers at Triveni. Nor did the 
All-India Radio neglect its duty. It kept up for days the chant¬ 
ing of hymns and bhajans and scriptural texts from nil the reli¬ 
gions. What happened to Annadurai. who was an open and 
colourful atheist throughout the advertised part of his public 
life, was even more intriguing. As he lay dying, prayers for his 
recovery were directed to be otfered to the deities at the temples 
of Tamil Nadu. After his death, a samadhi has been built and 
"Anna” may, yet become a latter-day saint. "O death, where is 
thy sting ? O grave, where is thy victory ?" Need we pause 
for an answer'? 

4 * 

The Chief* Ministers of Kerala, Mysore and Tamil Nadu have 
naturally been distressed by the losses and hardships inflicted on 


south Indians n Bombay during the recent Shiv Seua riots. The 
Chief Minister of Tamil Nadu is quite right in saving that the 
people of any state in the Republic should be guaranteed the 
right to reside in ans other stale and pursue their legitimate 
uviH'ulions. I suppose Mr Karuiianidhi will agree that the 
people of a slate aic also cniillod to be protected from the vio¬ 
lence of their fellow-men in their own slate. How then fs it 
that DMK ininislers have been .so equivocal in condemning the 
conduct of certain persons in the lignite township of Ncyvcii in 
Tamil Nadu, who chose to take the law into their own hands 
and subject an eminent Tamil scholar and savant to physical 
assault and criminal intimidation simply because (hey chose to 
interpret certain general remarks of a nh>lv>sophical character 
made by him in the course of a religiou*; discour.se as lacking in 
respect to the memory of the late Annadurai ? 

The victim ol this mob fury is one Mr Kripanunda Variar, a 
much respected and very p(>pular religious preacher. His literary 
and musical di.scoursc.s in praise of Lord Murugafwhu, incidental¬ 
ly, is regarded as a ‘Tamil god", the counterpart of Karlikeya of 
the north) attracts vast aiulicnci's ainong the Tamilspeaking 
people. While delivering a religious discourse at Ncyvcli, Mr 
Kripanandii Variar, it appears, made (he observation that, when 
time came fivr a man to die, not all the doctors in (he world could 
save him. I his was understood by the "Anna" faiiaiics of the 
place to refer to the circumstances of their hero's death and was 
considered by them to be Mitficicnl provocation to raid the house 
where the elderly scholar who hud ineuricd their wrath was 
putting lip. This unfortunate man was subja’lcd to physical 
assault and was bullied and browbeaten into signing an abject 
and humiliating api'logy. One of the more outrageous aspects 
of this entirely obicctionable episode was ibc attitude of the 
local police, who reportedly regretted their inability to inter¬ 
vene and gratutiously advised Mr Kripnnanda Variar to seek 
safely by leaving the tdwi) forthwith. 

The harrowing details of ilic.se disgraceful happenings wcic 
narrated on the floor of the Madras legislature. One of the 
ministers. Mr Madhavan, thought it proper to remark that 
sarcastic icfcrciiccs to "Aniia" wcic hound to provoke angry 
reactions. The Chief Minister, however, was slightly more .sensible 
and inlormcd the House that the police had registered a ease. 
I hope that Mr Kanmanidhi, will spare time from lighting for 
the rights of the people of Tamil Nadu living in Bombay city 
and act to punish the hooligans of Ncyvcli who seem to have 
as.sumcd the authority to make ramil Nadu unsafe for those 
Tamilians who, by their thought, word or deed, may happen 
to incur their august displeasure. 


V.B. 
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MK (i. I.. Mr.HI'A, Ctiairmnn. 'Die InJiistrial Credit and Investment Cor* 
poralion of India I td has stated in ilie annual r^rt of the Corporation 
that ni application.'. Tor iinaiwial assistance were received during the year 
ended neceniher 31. I96K and the Corporation approved 107 requests for 
iissistanvc for a total amount ol nearly Rs 38' 10 crorcs to 35 companies. 
Rupee as.siM4nce in the rorin of loans and guarantees and in otlicr forms 
such as underwriting d issues and direct subscription amounted to Rs 11 * 64 
erores to 14 companies and foreign currency loans to the extent of Rs 26'46 
crorcs to 24 companies. With this performance during the year IWiS the 
Corporation has already sanctioned during 14 years of its inception an am¬ 
ount of Rs 7.30' 51 crorcs to as jnany as 486 companies oiil of which 208 
were new undertakings. In this manner, the ICICI has proved to be of 
considerable a.ssistance in llic establishment of new industrial units. Of the 
total assistance, an amount Rs 131'88 crorcs was sanctioned in the form 
of foreign ciirmncy loans spread over 728 companies. The amount actually 
disburved in terms of foreign cxvhangc, however, was Rs 88'42 crorcs. Simi¬ 
larly amount disbursed in terms of rupee loans was Rs 35' 03 crorcs a.s against 
Rs 48'85 erores actually .sanclitincd. 

Mr Mehta pointed out that the Corporatton's resources as on Ucccmbcr 
31,1968, were of the ord'.'i' of Rs 198' .39 irorcs miulc up of Rs 6I'49crorcs in 
rupees, consisting of Rs 7' .SO crorcs us share capital. Rs 4' 99 crorcs as re¬ 
serves, Rs 32'50 crorcs as liiuns from Iho union government, Rs 10'50 
erores as advance from tlic Industrial Development Rank of India, and Rs 6 
erores ns dchcniurcs issued by the Ctirptiration. 'The Corporation's resour¬ 
ces included $ 182'53 milln>n in fi reign currencies which in terms of i'U|iecs 
came to 136-90 crorcs. 

The Corporation icciuded a net profit of Rs ■'•14 crorcs after meeting 
all e.'pcn.sc$ and providing Rs 1-05 Ukhs for depreciation, Rs 7-22 laklis for 
bad and doubtful debts and Rs I' 29 croics for taxation. The directors have 
appropriated Kx 36 lakhs to special reserve .md Rs 25 lakhs to general reserve. 
A stun of Rs 20 lakhs has Ix-cn ironsfcired to general reserve .vgainst doubt¬ 
ful debts. The directors have recommended the piiyincnt (f a dividend at 
the rate ot 9 pci cent sulv|eci to t.is for the vciir iiiulci review. 

AS.SAM BlIlKil T 

Assam's budget lot l‘'C.')-'' 0 , piescnicd to the asscmbl.v on March 7 by 
lltc Finance Minister. Mr K P. I ripnih.v. icvcaled it deficit of Rs 50- 02 crorcs. 
Of the dclicil. Rs S' to vioiis was on revenue account and Rs 26-10 ciores 
on cnpital aicoiim. I o this is added an opening dchcit balance ol Rs 15- 58 
erores. Kcvciiuc receipts for llte year have been estimated at Rs 99-46 
crorcs and icvcnue cvpemliture .it Rs 107'76 cioiv'. The linancr Minister 
was hopci'til that the i5.ip on leveiiue acvounl would he bridged by (lie final 
award of lltc I iniincc Commission. Capitiil icccipts for the year vvtrc plticed 
at Rs II6'42 croies. agamsi the capital cviH'ndituic at Rs 144'72 cnircs. 
Diii'ing I9<»H'69 revised estimate orcapil,tl receipts vvcrc placed at Ks 118-16 
crorcs, against estimates of c-\|<indiiiiic at Rs 120-20 crorcs. Tlie Finance 
Minisici indicated that huge .sum, h,id to lx* bttrrovvcd for tinancing schciites 
such as iwvver generation, lli.t'd control, cianmiinicatioiis and industries. 
Mr't iipalhy pevinted on* that llie linaneial resources potential of Assam Mate 
was low because its oconi<my had Ix-cn picdominanily agriciilliiial. 

FRENCH TRADE DELKGATION 

A Fiench tr.tde delegation will visit this country soon to follow up the 
G\|xinsion of Irade and joint industrial venliires in specific fields. I'he joint 
CO isultdiions between this country and the v isiting French ddrgalion con¬ 


cluded with the joint communiqiie issued expressing possibilities for in- 
ciessed cooperation between the two countries in the economic and cultural 
areas. The commission studied broadly the fields in which farther co-opera¬ 
tion was possible. The trade delegation that would come later would follow’ 
up the threads. The commission was also to finalise the annual trade ar¬ 
rangements. After the signing of the joinl communique, the leader of the 
French delegation, Mr Jean de Liidiowski, suted that there was broad under¬ 
standing on the technical co-operation in the fields of educaliot:, industry and 
v.'icnc‘;, 

JAPANESE INDUSTRIAL DELEGATION 

A seven-member delegation of top managers of Japanese industry, led by- 
Mr Tnshin Doko, arrived at Calcutta on March 6 from Tokyo. The dele¬ 
gation was on a fortnight’s tour of this country. Mr Toshio Doko staled 
that after the tour the delegation would prepare a report for the Japanese 
economic circles on joint ventures and technical collaborations in this coun¬ 
try. Tic said Japanese industrialists were keen to assist India in developing 
her econwny. The visit has been sponsored by the Japan Productivity 
Council through the Asian Productivity O-ganisation. Apart from initiating 
an exchange of ideas on productivity efficiency between the two countrira, the 
visit will proviite a good opportunity for top industrialists from Japan to 
appreciate the pfogre^s of our industrialisation since Independence and the 
high degree of uflicicncy attained in several sectors. Such appreciation would 
provide considerable scope for fostering trade and industrial collaboration. 

UK’s FOOD ASSISTANCE 

Britain will give our country 2* 7 million pounds TRs 4' 86 erores) for tlic 
purchase of wheat, principally from Argentina. The agreement was forma¬ 
lised in New Delhi recently by an exchange of letter between Sir Morricc 
James, British High Commissioner, and Dr I. C. Patel, Special Secretary, 
Ministry of Finance. This sum would pay for about 118,000 tonnes of wheal, 
of wliich 112,000 tonnes have already been shipped. Tlie Ririlish gift fulfils 
part of the obligulion accepted by Britain, as a signatory to the 1968 Rome 
Food Aid Convcnlion, to provide 225,000 tonnes of grain, or the cash equi¬ 
valent each year fur three years as aid to developing countries. 

INCREASE IN TOURIST TRAFFIC 

'I he total iiunibcr of fiMcign tourists visiting this country in 1968 was 
189,(XX), recording an increase of 5'2 percent over the 1967 figure cif 179,000. 
Tite largest mmiber of foreign tourists continued to be from the USA, althougii 
the total arrival was less by three per cent as compared to ia.sl year. Ihiv 
year 41.741 louri.sts arrived as against 43,000 in 1967, the International Tourist 
Year. Mure and more tourists have started coming from South America 
and Austialiii. Iherc was an increase of traffic by 29 per cent from South 
Ameiicn. An increase by 52 per cent was recorded in the arrivals from 
Mexico where an office of the Tourist Department will be opened shortly for 
promotional iictivitics. From Auslralatiia 10,000 tourists arrived, recording 
an increase of 28 per cent. Touiists from West Furopc, including the UK, 
tuuilled 63,930 in 1968 as against .56,510 in the previous year, an increase by 
13 per cent. From F.ast Asian countries 46,.590 tourists arrived against 42,433 
last year. Hits was an increase by neatly 10 per cent. The tourist arrivals 
from C'aHilda recorded an increase by 18-5 per cent. 

COIR EXPORTS 

Coir exporfs during the first ten months of the current financial year 
earned Rs 12- S crorcs of foreign exchange. This was higher by Rs I* 8 croies 
over tlie corresponding period of last year According to the provisional 
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fijuns. total esport of ctur and coir products during the period April 1968- 
Janiiaty 19® amounted to 33,114 tonnes valued at Rs 12" 5 crones as against 
47,325 tonnes worth Rs 10- 7 crores of coir and coir products exported during 
April 19(i7'j8nuary 1968. Substantial increase in export is noted m the 
case of major items like coir yam, coir mats and coir mattings. 

FI-RTIUZER SUPPLIES 

'Hie Norwegian Minister of Industiy, Mr S. Walter Rostoft, who was 
on a visit to thia countty, met Mr B. K. Bhagat, Minister of Foreign Trade 
and Supply, recently. During the discussion the Norwegian Minister is 
understood to have offered to supply fertilizer to our country against pay¬ 
ment in our currency. These funds, could be used in agieemem with the 
govenuneni for pre-investment studies, market development, and investment 
in production facilities on the basis of joint ventures. Mr Bhagat outlined 
our plans for stepping up fertilizer production within the country and.indi- 
cated that, because of the rapid rise in demand for fertilizers from the 
Bgriculturisis, imports might be necessary for some years. The Indian side, 
he said, would follow up the Norwegian offer and work out specific propo¬ 
sals. 

IRON ORE FOR RUMANIA 

As a result of recent negotiations between the visiting Rumanian dele¬ 
gation and the Minerals & Metals Trading Corporation, a new contract has 
been signed for export of over 800,000 tonnes of iron ore from this country 
to Rumania during the coming year 1969-70, worth about Rs 4-5 crores. 
It represented an increase of over 100,000 tonnes over last year’s contract. 
A significant new feature is the inclusion of iron ore fines in the contrac t. 
Ihe steady increase in our iron ore exports to Rumania can be Judged from 
the fact that the coming year's quantity would be double of what was ex¬ 
ported during 1966-67. 

CONFERENCE ON MARKETING 

A five-day Executive Conference on Marketing Abroad was organised 
hy Indian Institute of Foreign Trade at Faridabadfrom Februarv 24 'o 28. It 


wa-s designed for export managers and sales managers, who were 
responsible for selling in overKas markets, llie conference aimed at pro¬ 
viding them with an opptirtunity fyr better undentanding of foreign market 
cluitacteristics and sriling methods, which would enable them to solve ex¬ 
port marketing pmbicms tnore ctficienlly. 

AIR FRANCE RECEIVES BOEING 
In preparation for a further expansion of its international flight ser¬ 
vices, Air France took delivery of its fifth Boeing 727 (hiee-engined jetliner 
recently. The new aircraft, B-727 F-BOJE, made its first landing at Orly 
International Airport, Paris, after crossing the Atlantic. Air France has 
another five I ocing 727s on order for delivery over the next several months, 

TRACTOR FACTORIES 

Mr Fakhruddin Ali Ahmed, Minister for Industrial Development, re¬ 
vealed recently that the govcfiuncnt had received ten proposals to establish 
factories to mtimifacture tractors siiree the industry was delicensed in Feb¬ 
ruary last year—four for Hyderabad, and one each for Poona, Patiala, 
Faridabihl, l.udhiana, Ixwi (UP) and Moradabad (I'P) 

EXPORT PROPOSAL TO YUGOSLAVIA 

A Yugoslav business delegation was told recently to buy more non- 
tradititmal iicmt from our country. A major part of our cxptrrts to Ytigoa- 
lavia still consisted of traditional items. The appeal was made by Mr O. M, 
Modi, President of the Federation of Indian Cliambers of Conunorce and 
Industry, when u lO-mc.-nbcr Yugoslav business delegation met him recently. 
It was explained tm behalf of the Yugosltiv delegation that their country 
would be willing to consider steps to increase the oiTlakc of oiir manufactur¬ 
ed items. But, since the Yugoslav government had placed all imports on an 
equal footing, our m.-imifaciured items would have to compete, both in terms 
of quality and price, with cnmparahlc items froni otter countries. 

The present trade and payments agresancnl between this country and 
Yugoslavia is being extended for one year until llic end of ihc currant year 
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during wliici) period there be iniki on a piviAlbte new pattern of agree¬ 
ment. During the Diks be'ween the viailing Yugoslav economic delegation 
and the union ijoveiiimcnt wh'di concluded, no agreement could be reach¬ 
ed <*n a new iwitern of p<i>mcni arraiiitemcnts. The only asreement reach¬ 
ed wa» that flic cMsting pattcin under which payment was made in rupees 
should continue. I his iiicani that so lar as Yugoslavia’s existing rupee 
accumulations fund any lurllicr accumulations during tlic year) were con¬ 
cerned there wiiuld l>c no conversion in sterling and puy.nwiJt would be made 
through niir giNsds. 

INT)0-AIX;FRI.4N trade 

India and Algeria have reached agiccinciu on promotion of trade bet¬ 
ween llic two Ciiuntries. Items of imports and exports base licen identified 
and it has liecn agreed that the total sohunc of trade both ways should be of 
the order of SIO million a year. The gioundwork for a formal agrcament 
has Iiccn prepared as a result of discussions between the twi Governments in 
recent w teks. A trade delegation froinlAlgeriu w as expected t.i sijai the agrcc- 
nhint. Algoliu would supply fcriiliscrs and rock pliosphatc for production 
of fertilisers both of winch thi.s country required in large quantities. A 
small qiianlity of olive oil would al.so be imported by its. Textiles would 
constitute the main items of our exports to Algeria. Manufactured goods 
and items of niaehincry would also be exported to Algeria. Among such 
items would be pipes and crimes and other coaslructiin and industrial 
machinery. Tliis country can alro supply coffee, tea, tobacco and jute manu¬ 
factures. 

leipzk; fair 

The (ciprig Spring I'air which was licid from March 2 to 11, 1969, was 
kcynotcsl by tlw theme; "t-or World- Upon Tradeond Technical Pro¬ 
gress-- 20 Year- German Democratic Republic". During the Fair soiiw 
10,000 cxhibitiiis from fiJ countries on a net floor space of absuit 350,000 
sq mciics (.^770,000 .sq fi> olfcrcd products of top standards of scjentiGc 
and technical development and of a high service value. As largest exhibi¬ 
tor from overseas, our country participated in the Fair on a floor space of 
more than 1,200 sq. metics. 

lNDt)-Al!SI RAl.lAN rONSULT-VriVl-: MEETING 

llie Annual CousiiHativc Meeting of the oflicials of the governnvmts of 
our counfiy .ind Aii;.italia is being held in New Dellii from 13th to 15th 
Match, l%'>. i'hese meetings were iteld to exchange views on intcmational 
affairs and to leview bilateral relations and mutual eoopowtion between 
Australia and India in various ticlds. The Australian ofTiciat delegation was 
led 1>y Sir James Plensull, lh;rnuincni Sccieiary, Oepartmciu ofKxtcrnol 
Alfaus. who was U-rmcrly Australia’s High ConmiLssioner in this country 
and inclmlcd Sir Aithui T'ange, the .Australian High Commissioner in 
New ITelhi. 

IMPORT Ol’ l YRLS AND TEBES 

In view of the scaicit) of lynjs and tubes for agticiilmral tiactors and 
power tillers, the govciiuv.cnt ha. decided to pciinit import of a fiuthcr quan¬ 
tum of S.'OO tyres and lubes e.ich, liichiding 240 for power tillers. 

COMPETITION FOR D).SIGN OF HOUSES 

The National liiiiMiiuii Orgaiiiviiion in collaboration with the Indian 
Institute of Architects has invited iniegraied 'uiyoiit plan and detailed budd¬ 
ing designs in comiietilion for two group ho:i.scs.m hot and arid regions (i) 
Low income gioiip houses -flat system tlour storeyed and above), plinth 
arei of each flat excluding staircase, lommon circulation space and balconies, 
37 sq. m. (400 sq. ft), (ri) Middle income group bouses-Rat system (four 


March J4,1969 

storeyed and above), plinth area of each flat, excluding staircase, common 
cuculalion space and balconies, 65 sq.m. (700 sq, ft.). 

EXPORT ADVERTISING AGENCY 

In view of our vigorous export drive, an advertising agency exclusively 
devoted to export advertising has started functioning in Bombay. Nimas 
Export Publicity Private Ltd. the new agency, has ofiices at 121 Mahatma 
Gandhi Road, Bombay. The agency has correspondents in all principal 
countries of ilie world. Its parent company has been placing advertising in 
many export markets right from its inception about a year ago. It has been 
formed solely to give complete advertising service,’ of intcmational standard, 
to our exp rrters. export promotion councils, commodity boards, State Trading 
Cttrporation, tourism departments and others interested in export advcnisiiig, 

PRECISION INSTRUMENTS PLANT 

Instruimntation Ltd is lespunsible for (he establUhment of a precision 
instruments plant at Kota, Rajasthan, for the manufacture of magnetic, elcc- 
Iromagnctic and electronic instruments and a mechanical instruments plant 
at Palghat, Kerala, for tlic manufactoie of mechanical, hydraulic and penu- 
matic instruments with the technical and financial assistance rtf USSR. The 
authorised capital of the company is Rs 7 crorcs. 

During tlic year ended March 31, 1968, the precision instrumenLs plant 
at Kota hat made considerable progress and commenced trial production. 
Its products aie aiicady being maikclcd. The order booking on the com¬ 
pany by the customers, both in the public and the private sectors, amount lo 
approximately Ks 10 crorcs, to be fulfilled during the course of next few 
years. Thk includes nearly 80 per cent of sales on systems basis to be exe¬ 
cuted as '‘tuiti-key*’jobs at project sites of various process industries. An 
application group, consisting of system design, erection and commissioning 
teams, has been organised to suitably look after the fulfilment of the corn- 
pony's obligations. Although the company has its first objective to meet the 
internal rcqiiireinentx, nevertheless, attention has been focussed on considcr- 
alkvn of aveovues of export of its products. 

The detailed project report for tire Kerala Project was approved in August 
and action was initiated for the implementation of the project. Because of 
tlic drastic reduction in the overall imeslincnl on industry coupled with the 
droii in the estimates of the requirements of instruments, the government 
reviewed the question of production in the two units of Instrumentation Ltd, 
at Kola and Palghtat, With a view to ensuring the economic viability of llie 
Kota unit (which has since gone into commercial pniduction in September 
1968) it was considered necessary to postpone, for the present, the mechanical 
instruments plant at Palghat and take up at Kota with marginal additional 
Investment, at lea.st certain percentage of the instruments planned for the 
Palglwt unit, so as to enable the company to meet the immediate require¬ 
ments of Bokaro Sleet and others. About tire further implementation of the 
Palghat unit, a final decision is yet to be taken, 

NAMES IN THE NEWS 

Mr A. N. BannjI, at present Deputy Chairman of the Hindustan Steel 
Limited, is being appointed Director-General of the Bureau of Public Enter¬ 
prises. 

Mr P. C. Hansotia, CTiaricred Accountant, Bombay, and Mr H. T« 
Parekh, Deputy Chairman of the Industrial Credit and Investment Corpora¬ 
tion of India Ltd, have been elected as Directors on the Central Board of the 
State Bank of India as from March 6. Theirs were the oidy two vdid nomi¬ 
nations received for election in the vacancies caused by the resignalions of 
Mr J, D. CtiaksI and Mr Pralh|iaiiib Mathundas which took elTect in De¬ 
cember last. 


EASTERN ECONOMIST 



liliidi 14,19^ 


eastern economist 



Tata Steel’s 


INP JOIST 

Wins New Export Markets 


From April 1967 up to the end of Decem¬ 
ber 1968, over 40,000 tonnes of INP joists, 
developed and manufactured by Tata Steel 
for the first time in India, were exported 
to Iran and other Middle Eastern countries. 

These INP joists were rolled in unconven* 
tional lengths to suit the specific require¬ 
ments of industrial and national projects 
in Iran and the neighbouring countries. 

The export of INP joists marked a break¬ 
through for Indian steel in markets served 
so far exclusively by continental producers. 

^Tata Steel's INP joists are preferred by 
foreign users not only because they satisfy 


all the requirements of similar standard 
products made elsewhere, but also because 
they are competitive in price. 


Today. Tata Steel's products are 
exported through Tete Exports 
Limited to all parts of the world...to 
the U.S.A., the U.K.. Iraq, Iran, Kuwait, 
Saudi Arabia, Kenya. Zambia, Hong 
Kong, Thailand, Cambodia, Malaysia, 
Singapore, Australia, Burma. 


TATA STEEL 


et’Bum Normal PudHe—a Cantmntal spacHieation, 
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AMNIIIASTIIEineinTOWIIitL. 


To develop to hie full stature. Earn a livelihood. To support his family and contributa to the 
increasing productivily of the nation. 

UC helps 10 provide and create jobs by supporting industry and agro-industry.Total investments 
rose to Rs.1,207 crores by March 1968, making LIC the single biggest investor in India. Of thk 
Rs.203 crores have been invested in a wide range of industries in the public and private sectors. 
Every growing industry needs other industries to feed It, Thus an intermeshed job ttructure 
evolves and grows, creating more jobs for people all over India. 


LIFE MSURMICE WORKS TOWARDS BETTER UVm FOR YOU 
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Company Affairs 


STATE BANK OF PATULA 

THt STATE bank of Patiala recorded a net profit of 7'2I lakhs, after 
making the usaal provisions, during the year ended Decembers!. 1968. 
The directors have proposed to transfer Rs >-45 iokhs to reserve fund, 

V 90 lakhs towards bonus to staff and Rs 1 • 75 lakhs'towards dividend to 
be paid at the rate of five per cent subject to ta\. The allocation to staff 
Ww-ikirc fund his bsen miinUineJ at Rs 10,030. Deposits and other accounts 
of the bank amounted to Rs 43-04 crores on December 31. 1968 as 
against Rs 38-13 crores a year before. At the end of the year, bank’s 
a Ivancji stood at Rs 22- 61 crores as against Rs 11 • 95 crores a year before. 

In pursuance of the scheme sanctioned by the union government, the 
Amrit Bank Ud with its brandies at Amntsar, Gurdaspur and Khanna were 
amalpmated with this bank with effect from February 3, ]968. TIk bank 
also opened branches at Bhawanigarh. Kurali, Indusirial I'state Patiala. 
Dhartunpiir. Patran and Dharainpura Barar Patiala, during the year 1968. 
With llicse new branches, the bank had towards the end of 1968 as manv as 
83 oiliecs as against 74 at the close of (he previous year. 

Tlw hank continued to grant liberalised credit facilities to small-scale 
units and co-opcraliv« institutions. As on lumber 31, 1968, the munher 
of small-scale units which gut assistance increased to .351 ns against 253 a 
scat before and their total credit limit also increased to R$ 2-72 crores, as 
iiguinst Rs 2*40 crores last year. .Similarly, advances to co-opaative iiisli- 
tiiiions also increased with limits at Rs 14-19 crores, ns against Rs 8- 75 
Cl ores a year before. The bank also started financing agriciiltural opera¬ 
tions and gave production loans to lOI units with a sanctioned limit of 
Ks 42- 25 lakhs. Instalment credit loans for agricultural machinery, etc., 
uerc given to 107 units witli sanctioned limit of Rs 19-90 lakhs. Medium 
imn loans were given to five units to the extent of Rs 5- 65 lakhs. In this 
manner, the bank increased its sphere of operations to be of assistance to 
the agricultural sector. 

CHARTERED BANK 

Mr William George Pullen, Chairman, Charteicd Hank, in a slati-incm 
10 he presented at the annual general meeting to be held im .-Vpiil 2, 1969, 
pointed out that in spite of currency problems and restrictions, the Char¬ 
tered Bank Group pursued the policy of expansion abioad and opened bran¬ 
ches in different countries, and, at the same time, continued to discrsify its 
activities in the domestic market. He indicated that in view of the fact tliai 
authorised capital of £10 million was fully issued, the bank proposed to in¬ 
crease it to £15 million and stockholders would be asked to agree lo the 
special resohnion at the annual general meeting. Tlicrc were, howcvci, no 
plans at the moment for the utilisation of this additional authorisation. 

The bank recorded an increase of £95 milium in the current 
deposits and other accounts and mitximum increase was m the 
overseas branches. Advances increased by £57 million, reflecting the 
expansion of overseas business. The chairman indicated that aftci making 
ilic usual provisioas, the consolidalcd net profit for the year was £2-48 mil¬ 
lion, an increase of £350,0^ over the previous year. He indicated that ovvr- 
lieads both at home and overseas continued to increase, mostly due to ex- 
iMnsion of business and also due to increase in siafT emolunamts and oilwi' 
costs which, however, were absorbed mostly by increased proiils earned 
through large volume of business. A sum of £584,695 was transferred to 
icserve firads and £490,000 to Reserves for contingencies. The interim divi¬ 
dend of per cent paid in licptember, 1968, absorbed £635,2.50. A final 
dividend of U per cent was proposed to be made, making 15 per cent lor tlw 


yc.-tr, balance of £989,776 was pi opuved. to he carried forward. 

In the context of the operations of Allahabad Bank l.ld, Mr Pullen 
*Htcd that II new branches w-cre opened in 1968 and hoped that an cquiva- 
lem number would come into opcriiiions during the current year. He woa 
certain that in the cimrse of time these branches would become valuable 
constituent of the eslablishmcni. altliough in the initial period these branches 
might prove to he a drain on profits. 

MARTIN BERN 

The decline in c.irnii\gs from the managed ciim|ianics both in regard to 
remuneration and dividends was reflected in the vvurking restilu of Marlin 
Bum l.imitcd for file yiMr ended lieptemher 30,19b8. kVbile sales declined 
lo Rs •>-26 crores ftiim Rs 7-08 crores. the net profit, after providing fvw 
depreciation and taxation, was suhsianlially lower at Rs 10- 64 lakhs as against 
Rs 23-15 lakhs for the prcceiling year. Ihmivciation wa« raised to Ks 2*90 
lakhs from Rs 2* 84 lakhs, while laxntion was limeicd to Rs 17- 85 lukhs from 
Rs 37-00 lakhs. After crediting Rs 1-89 I-akhs being provision for taxation 
no longer required and Rs 3-l8i lakhs bring provision for coniingcnciea 
no longer leqniivJ, a sum of Ks 11-70 lakhs is iransferreil to general rciicrve. 

Tlic directors liavc pi opivscJ n tin.-il div idenU oi .35 paisc per share on the 
ordinary shares, making a total of 60 piiise per share on ihe capital increased' 
by the bonus issue as agiiuvsi a total of Rs I - 25 per sliaic paid previously t>n 
tlic old capital. ‘Tlic final dividend and the divivk-nd on the preference shares 
arc payable out of general reserve. Hie directors stale that, since the acti¬ 
vities of the companies in tlw group related mainly lo the engineering sector, 
the present conditions vvoiilil continue iiiitit llie engineering industry as a 
whole revived. The public iiiilitv; companies, which w-cre managed by the 
company continued to suffer I'nmi iinhcallh) '.-onipelitioii and shortage of 
funds. 

SEN-RAl,EIGU 

The diicctois of Sen Raleigh I td propose to reduce Ihe dividend from 
9 per cent lo 7 per cent for the jeai ended Scpicmhcr <0. 1968, following the 
setback mfrered h.v tlie Lompiiny during ilio year. 'I be c-ompany’s net profit 
dropped from Ks 18-39 laktis to Rs l3-26laklis. althniigli tlwrc vva.sn rise in 
sales from Rs 7-81 crores to Rs 8-43 ciores. 'I he company tins applied to 
IIC for a further loan of Rs .56' 2ff laklis. 

PIlir.LIPS CARBON 

'the directors of the Phillips Caibnn l)l.iLk I imited have proposed to 
maintain the dividend at I5 iici ccni on ihc cciuitv capital for tlic year ended 
November ,3ff, 1968. 

ENG I.LSI t J EECfRir 

'Ihc Ftiglish Flecliic Coiiqiany of India I.id lecnrded a profit, after pro¬ 
viding lor depreciation, of R-, IS-89 lakhs foi Ihe year ended September .30, 
l%8, as against Rs 24-1.3 lakhs m the preceding year. Adding thereto Ihe 
provision for expenses made in previous years no longer needed Rs 5 lakhs, 
devel(>pmc-m and ci>nliiigencics reserve written hack Rs 25,000, and develop¬ 
ment rebate reserve written back Rs 2' 50 kakhs, and after transferring 
Rs 2* 50 lakhs to development rebate reserve and providing Rs 8 lakhs for 
taxation, the surplus available for appropriation is Kv 16-14 lakhs against 
Ks 11- 32 lakhs in the previmis year. Sales during the year were higher by 8 
per a-nt to Rs 4-40 crores. Income from other sources, bowever, declined 
from Rs 27 lakhs to Rs 13- 58 lakhs, As tiic cv>sl of production Was higher, 
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tl.e trading profit ns » percentage of turnover ttras lower than in the pre¬ 
vious year. 

CAREW AND COMPANY 

Sates of Carew and foinpany l-imiled iiw the year ended September, 

.to, 1968. increased to Rs .U4- W laklw frran Rs 296-10 lakhs, and net profit 
after providing for depreciation and ta.\aiion, was also substantially higher 
at Rs 12- 59 lakhs as against Rs 6- 76 lakhs in the pwvious year. Develop¬ 
ment rebate reserve vva.s reduced to Rs 24.000 from Rs !• 36 lakhs. All other 

allocations aerr increasetl depreciation from Rs .3'73 lakhs to Rs 4-14 

lakhs, taxation fiorn Rs 6-69 lakhs to Rs 15-81 lakhs and genwal reserve 
from Rs 4' 73 lakhs w Rs H' 67 lakhs. The holders of ordinary shares have 
not received a dividend for many years. The dirwtors liavc, therefore, re¬ 
commended the payment of 60 paisc a .share. They have also decided to 
issue bonus equity shares of the nominal value of Rs 4- 00 lakhs in the ratio 
of one for eight, subject to the consent of the C ontroller of Capital Issues. 
The company’s Rivsa distillery factory had a more normal supply of molas¬ 
ses and priHluelion was stepped up to some c.xtent. The distiHery at Asansol 
faced a serious stiurtagc of molasses, although qlTorts were being taken to 
restore normal production as soon as possible. Tltc position of the com¬ 
pany’s assets in PakisUn continued to be obscure. 

NATIONAI- PIPES AND TUBES 

Thrrc has been a moderate dixlinc in the working of National I’iiKS and 
Tubes Co. l td, with sales dropping to Rs 93- 83 lakhs during the year ended 
September 30,1968. as against Rs 111- 40 lakhs in the previous year. After 
meeting all charges and providing Rs 3-40 laklis for depreciation, the pre¬ 
tax profit has declined to Rs 10-77 lakhs from Rs 31-21 lakhs. Writing back 
Rs 70,000 from the development rebate reserve and transferring Rs 3-72 
lakhs from dividend equalisation reserve, the directors propose to pay 
a dividend of 5 pet cent on ordinary shares and 7-17 per cent on preference 
shares, absorbing Rs 3 lakhs and Rs 71,500 respectively. In the previous 
year Rs 6-72 lakhs had been drawn from the general reserve and Rs 1-27 
lakhs as tax rclimd to adjust the account. 

PREMIER CONSTRUCTION 

The Premier { ouslniclion Co. l td has shown a gioss profit of Rs 63-60 
lakhs for 1%8 against Rs 76- 44 lakhs for the previous year. Managing agents’ 
remutKraiiott involved Rs 76,572, depreciation Rs 85,756 and taxation Rs 16 
i«n.s A Slim «il Rs 47-94 lakhs was transferred to general reserve. The 
equity dividend was maintained at Rv 18 per share. 

ASI-AN CABCI-?} 

Asian Cables t oiporatmn Ltd reported a sharp setback in its working 
for the year ended September .30, 1968, willi a loss of Rs 29- 08 lakhs against 
a gross profit of Rs 10- .S8 lakhs for the previous year. After providing 
Rs 13-76 lakhs lor ik-precintion. (lie net kiss amounted to Rs42-84 lakhs. 
The directors have witlidrawii a sum of Rs4 lakhs from general reserve, 
reducing the loss to Rs .18-84 lakhs. Widi the loss of Rs4-44 lakhs brought 
in. the deficit at the end of the -.ear stood at Rs 4.3- 28 lakhs. 

MAHINDKA AND MAlllNDRA 

The working of Mahmdra and Mahindra Ltd for the year ended Octo¬ 
ber 31, 1968, revealed a sharp seibael with its gross profit declining from 
Rs 113-09 lakhs loRs 70-78 lakhs in spile of an Increase in sales from 
Ks 21- 66 crores to Rs 24- 55 «ores. The directors of tlie company, liowcver. 
proposed to maintaip the equity dividend for the year at 10 percent. The 
company's net profit for the year aminmied to Rs 24'91 lakhs against Rs 41-40 
lakhs for the previous year after providing Rs 14-28 lakhs for depreciation. 


Rs 1-09 lak bs for developmeni rebate reserve and Rs 20-30 lakha for taxes. 
After writing back devdopment rebate amounting to Sa 3-47 lakhs and 
taking credit for excess in respect of Mahindra Eng. Co. Ltd for Rs 7-18 
lakhs and excess tax provision in respect of previous yean aggreguing 
Rs 9 lakhs, the directors have transferred a sum of Rs 3 lakhs to the prefer- 
ence shares redemption reserve, Rs 6- 50 lakhs to general reserve and Rs 1 
lakh to capital reserve. TIk proposed equity and preference dividends will 
absorb Rs 36-17 lakhs. 

HINDUSTAN ZINC 

Hindustan Zinc Ltd proposes to double Its production of 18,000 loniKi 
during the next three years. Disclosing this recently the chairman, Mr 
Raghunath Singh, indicalcd that the company invited tenders for setting up 
of a Rs 3-crore plant to treat 2.000 tonnes of zinc per day. The plant 
was expected to be ready for operation by 1972. At present the existing 
plant is, capable of treating only 700 tonnes of rinc> day. 

KAMANI ENGINEERING 

The working of Kamatii Engineering Corporation Ltd during the jear 
ended September 30, 1968, resulted in a slightly Iowa net profit of Rs 11-fM 
lakhs, as compared to last year's Rs 11-68 lakhs, after providing Rs22-S6 
lakhs for deprceiatimi, Rs 3- 73 lakhs for development rebate reserve, 
Rs 3-09 lakhs for managing agents* remuneration and Rs 11-70 laklisfor 
taxation. Sales increased to Rs 8-81 cTorcs from Rs 6-36 crores. General 
reserve received Rs 10-90 lakhs. ’I'hc equity dividend was maintained at 12 
pc* cent which would absorb Rs 8- 28 lakhs. The production of towers and 
other structures was 67 per cent higher than in the previous year. Orders 
for transmission line towers, erection and allied structures were Rs 10- 85 
crores at the end of the year against Rs 9- 59 crores at tlie end of tlw previous 
year. At present the company has orders for Rs 13-26 crores on hand. 
Export realisations were Rs 94- 94 lakhs. Tlie company is exploring the scope 
for expansion and diversification, 

CEAT TYRES 

'I'hc Hoard of Directors of Ceal Tyres of India Ltd, have rcetmuncndcd 
the payment of a dividend of Rs 9 per ordinary share out of the general re¬ 
serve, subject to deduction of tax for tlie year ended December 31, 1968. The 
Board also decided, subject to tlie necessary consenLs being obtained, to re- 
coromend the capitalisation of an amtwnt of Rs 27-60 lakhs (Rs 22-69 
lakhs) frum the share premium aceoimt and Rs 4- 91 lakhs from the exchange 
reserve] by the issue of ftiUy paid shares of the company in the prqpoitkn 
of one bonus share for every ten ordinary shares held by the shareholders 
cm a date to be fixed hereafter by the directors. The new shares will rank 
pari passu for dividend with the existing ordinary shares from the commence¬ 
ment of the current financial year of the company, January 1,1969. 

’I Iw company has produced satisfactory results for 1968 witli 
its gross profit rising sharply to Rs 2-37 crores from Rs 1-62 etorcs for 
the previous year in the woke of a spurt in sales to Rs 21-05 croies-from 
Rs 18-28 crores. Out of the gross profit, the company has provided 
Rs .37- .33 lakhs for dcjHeciation, Rs 1- 05 crores for taxes, and Rs 8- 73 titiihs 
for development rebate reserve, leaving a net profit of Rs 85-78 lakhs as 
against Rs (36- 68 lakhs. From this disposable surplus, a sum of Rs 10 lakhs 
liai been tiansfeired to the dividend equalisation reserve and the balance of 
Rs 75- 78 lakhs has been held in general reserve. 

NATIONAL ORGANIC 

Tbe working of National Organic Chemical Industries Ltd in 1968 has 
lesutted in a loss of Rs 3- 09 crores after ptov Iding Rs 2* 35 crores tor depre¬ 
ciation and transferring Rs 1-85 crores to construction expenditure. Again 
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DO pravUon hu besa nude for taxation. Together with the accumulated 
loss of R* 30'93 lakhi brought forward, the total Ion carried forward works 
out to Rs 3‘dO ctotes. No ^vision has been made for the development 
ivbate teserve in view of the lose incurred. Sales amounted to Rs 6- 84crares, 
inclusive of ptoducu manufactured by the company, imports under the pro¬ 
duct loan and sole distributorship airangements with foreign coHaborators. 
The company made its first export of packed chemicals during the year. 
The maiority of the plants were in commercial production during the year. 
The alcohol’s plant and the PVC compounding unit were expected to be 
commissioned in the first and the second half of the current year respectively. 

SYNDICATE BANK 

Syndicate Bank Ltd has earned a higher net profit of Rs 31*26 lakhs 
during 1968 compared to Rs 2S‘ 25 lakhs in 1967, a rise of 24 per cent. The 
directors have proposed to maintain the equity dividend at 20 per cent on 
increased capital. Divi^ds on equity and preference shares will absorb 
Rs 21‘ 04 lakhs. A sum of Rs 10 lakhs has been transferred to reserve fund. 
During the year the bank's deposits increased from Rs 80 ororcs to Rs 112 
crores, a rise of 40 pet cent and advances from Rs 46 crores to Rs 72 crorcs, 
a rise of 52 per cent. During the year, the bank opened 36 branches, out of 
which 22 were in unbanked areas. At the end of 1968 the bank had 254 
branches. 

GOODYEAR 

The Goodyear India Limited has announced 20 per cent bonus for 1968 
to its employees. This is the second consecutive year when the company 
had awarded 20 per cent bonus to its employees. 

CAPITAL AND BONUS ISSUES 

Consent has been accorded to twenty companies to raise capital amount¬ 
ing to over Rs 3'64 crores. Eighteen of them are to issue bonus shares amount¬ 
ing to over Rs 2' 19 crores. The amount of bonus shares ranges between 
Rs 66,600 and Rs 1'20 crores. The consents arc valid for twelve months. 
The following are the details : 

Hepock Private Ltd, Bomhoy, has been accorded consent to capitalise 
Rs 1,00,000 out of its general reserves and issue fully paid equity shares of 
Rs 1,000 each as bonus shares in the ratio of two for every equity share held. 

The Hiodinlan Times Ltd, New Delhi, has been granted consent to capi¬ 
talise Rs 8,19,100 out of its general reserves and issue fully paid equity shares 
of Rs 100 each as bonus shares in the ratio of one to every equity share held. 

SlgU (India) Serrlces Private Lid, Bombay, has been given consent to 
capitalise Rs 3,75,000 out of its general reserve and issue fully paid equity 
shares of Rs 100 each as bonus shares in the ratio of one to two equity 
shares held. 

Uniefaem Laboratories Ltd, Bombsy, has been accorded consent to capi¬ 
talise Rs 9,00,000 out of its general reserve and issue fully paid equity shares 
of Rs 100 each as bonus shares in the ratio of one for every five shares held. 

Boiribay Cotton Private Ltd, Bombay, has been given consent to capi¬ 
talise Rs 6,00,000 out of its general reserves and issue fuUy paid equity shares 
of Rs 100 each as bonus shares in the ratio of six for tan shares held. 

Vmwm Electricals Private Ltd, Ahmedabad, has been given consent to 
capitalise Rs 2,25,600 out of its general reserves and issue fully paid equity 
shares of Rs 100 eadi as bonus shares in the ratio of three to every equity 
share hold. 

Kbnt Kajen Coal Company Ltd, Cokolta, has been granted consent to 
capitalise Rs 4* S lakhs from its free reserves [and issue bonus shares of 
Rs 10 each in the ratio of one to every four equity shares held. 

JA.A. Pftaltag Inks Private Ltd, Bombsy, has been granted consent to 


capitalise Rs 5,00,000 out of its general reserves and issue fully paid equity 
shares of Rs 100 each as bonus shares in the ratio of five to every six equity 
shares held. 

Caprihans India (Private) Ltd. Bombay, has been given content to capi¬ 
talise Rs 15,75,000 out of its general reserves and issue fully paid equity 
shares of Rs 100 each os bonu.v shares in the ratio of one for two equity shares 
lield. 

The Universal FUtration Company Privnte Ltd, Bombny, has been ac¬ 
corded consent to capitalise Rs 1,50,000 out of Its general reserves and issue 
fully paid equity shares of Rs 100 each as bonus shares in the ratio of two 
to every equity share held. 

Coorg Tea Company Ltd, Bangalore, has been given consent to capitalise 
Rs 3,20,000 out of its general reserves and issue fully paid equity shares of 
Rs 2 each as bonus shares in the ratio of one to two equity shares held. 

The Universal Tyres Ltd, Calenltn. has been given consent to issue capi¬ 
tal of Rs 70,00,000 divided into 5,80,000 equity shares of Rs 10 each and 
12,000 (9-5 per cent) ctunulutivc redeemable iirefcrence shares of Rs 100 
each to cash at par, to finance the project for the manufaciiire of bicycle 
tyres and lubes. 

Golden Tobacco Company Private I4d. Bomhay, has been given consent 
to capitalise Rs 1,20,00,000 out of its general reserves and issue fully paid ‘B* 
class equity shares of Rs 10 eoeh as bonus shares in the ratio of 20 'B' class 
equity shares for every 'A' class equity share of Rs 100 each and two ’U’class 
equity shares to every ‘O' class equity share of Rs 10 each held. 

Salem Services Private I.td, Coimbatore, has been granted consented 
to capitalise Rs 66,600 out of its free reserves and issue fully paid equity 
shares of Rs 100 each as bonus shares in the ratio of one for every two equity 
shares held. 

L. G. BalakrMnwo k Bros. Private I4d, Coimbalorc, has been accorded 
consent to capitaliK R.s 12,60,000 out of its free reserves and Issue fully paid 
equity shares of Rs 100 each as bonus .shares in the ratio ot six for every five 
equity shares held. 

Kohtos Industries lJU, Cakuita, has been granted permission to issue 
7,500 mortgage debentures of Rs 1,000 cuch carrying interest at 7- 75 per cent 
per annum, amounting to Rs 75 lakhs to be lodged as security with the banks/ 
financiers fur obtaining loans, to finance working capital of the company. 

Snath Kaninpura Coal Company Ltd, Caleutta, has been accorded con¬ 
sent to capitalise Rs 7 lakhs out of its general reserves und issue fully paid 
equity shares of Ks 10 each as bonus shares hi the ratio of two for five equity 
shares held. 

Kellable Water Supply Service of India (Private) Ltd, I uckmiw, has been 
given consent to capitalise Rs 2,77,.T00 out of its general reserves and issue 
2,773 fully paid equity shares of Rs 100 each as bonus shares in the ratio of 
one for four equity shares held. 

Seth Hassaram k Sons (Iialla) Private Ltd, Calcutta, has been given 
consent to capitalise Ks 75,000 out of its general reserves and issue fully paid 
equity shares of Rs 10 each as bonus shares in the ratio of <»e to two equity 
shares held. 

The Ajadhia Textile MWs Ltd, Delhi, bos been accorded consent to dpi- 
talise Rs 15' 75 lakhs out of Us general reserves and issue 3,15,000 bonus 
shares of Rs 5 each in the ratio of one bonus shore for every equity shore Md. 
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COMPANY MEETINGS 


Tbe Ghartei^ Bank fir onp 


Chairman Mr. W. G. Pullen's Statement 

The following are extracts from the Statement by the Chairman, Mr. William Geoi^e Pullen, to be 
presented at the Annual General Meeting of The Chartered Bank on 2nd April 1969, at 38 Bishops- 
gatc, London, E. C. 2, 


In last year's statement, which followed quickly on the heels of the deva¬ 
luation of sterling, 1 expressed the view that we operated in enough non* 
sterling countries and countries which had nut devalued to be optimistic 
about future profits, and our satisfactory results for 1968, particularly from 
the branches, confirm this assessment. This bald statement of achievement 
covers however a particularly difficult and fru-strating year, during which 
cumney crises were never far away. A British bank like ourselves, ope¬ 
rating mainly overseas, has particular problems if sterling is weak for we 
cannot suddenly refuse to cover the commercial transactions of customers 
of long standing at our many branches and at some of these, as much as we 
endeavour to avoid it, we arc left with temporary risks against the value of 
sterling. Then too, lack of confidence abroad in this country can mean a 
withdrawal of sterling deposits by our overseas customers. An unfortu¬ 
nate trend too for invisible exports is the gradual switch out of sterling for 
trade and shipments which have traditionally been handled in sterling and 
are now being covered by letters of credit denominated in U.S. dollars and 
other currencies. 

In spite of currency problems and restrictions the Group pursued a 
policy of expansion overseas and opened new branches in ditferent areas, 
while at home we continued to look for means of diversifying our business. 
As our authorised capital of £ 10 million is now fully issued we propose its 
increase to £ 1.^ million and stockholders will be asked to agree to the special 
resolution ut the annual general meeting. There are no plans at the moment 
for utilising an> part of this additional authorisation. 

As might lie r\|icctcd from the growth in our business the number on 
our stall botli home and overseas is also increasing steadily and now totals 
8,830, A notable feature is tlic ever increasing proportion of local officers 
on our covenanted siall and their local knowledge does much to supplement 
the experience of our expatriate olficers. We have reason to be very grateful 
for the loyalty and zeal of all who serve us, for this is the inherent strength 
of our organisation. 

IHE ALLAHABAD BANK LTD. 

The inexorable rise in overheads, coupled with a stagnation in the In¬ 
dian economy caused by the recession, hos had a depressing effect on the 
profits of our associate and it is scant consolation that the somewhat dis¬ 
appointing performance applies equally to all banks operating in the sub¬ 
continent. However, with the economy now showing some signs of 


recovery wc can look forward with a degree of confidence to more beneficial 
results in the year which lies ahead. 

It is particularly unfortunate for Mr K. M. Naqiappa, our Chairman, 
that a setback in profits should come in a yeai{in which he pursued energeti¬ 
cally a policy of obtaining a realistic output (tom the staff and of 
increasing business. Eleven new| branches of the bonk were opened 
in 1968 and it is hoped that at least [an equivalent number will come 
into operation this year. While these new offices initially constitute a bur¬ 
den on profits, there is no doubt that in the course of time they will become 
a veiy valuable part of our establishment* 

mis YEAR'S ACCOUNTS 

Our consolidated balance sheet totals now stand at £907 milUons, an 
increase of £106 millions on the figure for 1967. Current Deposit and Other 
Accounts have increased by £95 millions and the greater port of this increase 
is in the books of our overseas branches and subsidiaries. Advances hate 
increased by £57 millions, reflecting the expansion of our overseas business 
as restrictions at home have severely limited any expansion in the United 
Kingdom. The Bank's capital and consolidated published reserves together 
with the balance on profit and loss account now total £25,045,011. In the 
Bank's own accounts an amount of £2,532,300 has been transferred ffom 
inner reserves to its published reserve, bringing the amount of the Reserve 
Fund up to £13,882,500. The rights issue about which I wrote to you on 
13th November will increase the issued capital to £9,680,000 and the Bank's 
own Reserve Fund to £16,000,000, so that stockholders' funds appearing in 
the consolidated balance sheet will then total over £28,000,000, an amount 
which is more in keeping with the size of the balance sheet. 

PROFI1B AND DH'IOENOS 

After making the usual provisions and deducting mlnwity interests in 
subsidiaries, the consolidatad net profit for the year is £2,477,407, an in¬ 
crease of £350,028 on the previous year. Overheads, both at home and 
overseas, continue to increase, due not only to the expansion of out busi¬ 
ness but also to the world-wide effects of inflation on staff emoluments and 
other cosu and I am pleased to be able to repwi that we have again been 
able to absorb the increase in overheads from the profits earned on a greater 
volume of business. 

With the balance of profit brought forward foom last year of £857,564 
the amount axwilable for disiribution is £3,334,971 out of whkdi £584,695 
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hat been tnuuferred to Reserve Funds and £490,000 to Reserves fur Comin* 
The interim dividend 7|% paid in September 1968 absorbed 
£fjy2S0 and it is now proposed to pay a final dividend of 7}% makini 15% 
for the year. The balance to be carried forward to 1969 will then be £989,776. 

INDIA 

In a year in which India was trying hard to puU itself out of a dcpies- 
siun It is npt surprising that the government’s thoughts and etforis were 
mainly on internal problems and perhaps because of this external relations 
seemed compoiatively uneventful. The criterion of a good year must be the 
extent to which its agriculture could supply the needs of its people, and des¬ 
pite flooding and drought in some parts of the country, the harvest is likely to 
match tlic excellent results of 1967 and as a result import requirements for 
1968 ate estimated to be million tons, a reduction of I million tons on the 
previous year. The talks of an agricultural revolution following the bumper 
crops of that year after two ainseculive years of drouglit have faded some¬ 
what through lack of follow-through in further irrigation, soil conservation 
and rural electTtlkation. The government has however, in order to gi\e 
new unpetus to its policy of intensive promotion, enjoined the Reserve Bank 
to provide credit fadlilies and commercial banks are now being urged to 
expand in the rural areas to help the farmers. The government's lurget is 
s«ir-sufBcienc> in food production within Che next three years. 

Under the guidance of the Reserve Bank of India most banks had already 
aoticipated the requirements of the Banking l.asvs Amendment Bill and t>ur 
own local advisory board, under the chairmanship of Mr S. Divekar, u 
former deputy governor of the Reserve Bank of India, has now been func¬ 
tioning for over a year. The board has taken a keen and heipful'intcrcst in 


the aifairs of lltc bank iii India and we livk forward with eonlidencc to a 
long and fruitful relationship. 

CO.NCIt’SION 

Last year at the end of the review I remarked on the extent to which the 
developing coimtries with liberal governnwnts encouraging private enter¬ 
prise are the most successful cconomicallv and iwlitically, and a further year 
not only eontirms that this is so but shows that it could be extended to in¬ 
clude many of the so-called developed countries also. 

With ever gicatei ease in commnnicaiiuns and with increased inter¬ 
national co-o|icration in so miiny lields ii seems on the face of it anachronis¬ 
tic that couniric.s. including our own, slioiitd be concerned to such an extent 
in isolating ihier own trade and finances by restrictive regulations. There is 
no reason to believe that the world cuiren<.y system as we luive known it 
since the war is wiongiy based or is incapable of tinaneing increased world 
trade. 1'he I.M.F.'s special diawing lights will also give more flexibility to 
the system when they arc iniriHlucTd but floating rates and other devices of 
tlic economi'-is seem no answer lo unlay's problems, which seem to stem 
more from difl'ering degreisi of clliciciiey and leadership in different countries. 

I he extent to winch imeinat peiformanvc is reflected in overseas strength 
IS ollen overlooked and in these days, when it is essential for the developing 
eountries that world trade should increase, it is ironic that ssmic of the donors 
of aid should themselves lake restrictive estcrnal measures to olTset internal 
inflation and high cost r odnctioii. It is ag.iinst this background that '1'he 
Chartered Bank CVroup is operating in iliiriy countries and in its traditional 
manner allying itself with the ceonomv of lire vXHiniries in which its branches 
or a.ssv'ciaie eoiniwnies arc siuialcd 



NEPAL BANK LIMITED 

Esid. : 1994 B.S. CeMnil Office : Kalhmando, Nepal Esid.: 1937 A.D. 

AUTHORISED CAPITAL ... Hep. Rs. 1,00,00,000 

ISSUED AND PAID-UP CAPITAL ... Rs. 37,46,600 

RESERVE FUNDS ... Rs. 62,50,000 

Note; OneNepalee Rupee is the eqiiivalenl of 9-11/J2D (U.K.), 9.9C. (L'.S.) and 74P(]ndia) 

A network of 46 Branches thwughout Ihc coinrtry. Banking and Exchange Busincs.s tif 
every description transacted with the principal commercial centres of the world. 

Rate of interest : Fixed deposit from S;.'', lo 7%; Savings deposit 41%. 

Chairman ; -SHYAM KRISHNA BHATTARAI. 

General Manager; ANANDA BHAKTA RAJBHANDARY. 

Telephones: 1118S, 11337 


Telegrams "NEPALUXMl ’ 
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THE INDUSTRIAL CREDIT AND INVESTMENT 
CORPORATION OF INDIA LIMITED 

Statement of the Chairman to the Shareholders 

The Annual (icncral Meeting of the Shareholders of the Corporation will be held at the Registered 
Office of the Corporation, 163 Backbay Reclamation, Bombay-!, on Thursday, April 10, 1969. The 
following is the Statement by the Chairman, Shri G. L. Mehta, circulated to the Shareholders with 
the Directors’ Report and Accounts for the year ended December 31, 1968, 


T have pleasure in plawina before you foi your cou.si<lcration the Pour- 
Iccnth Annual Report of the Board of Directors of the Corporation for tite 
year ended Dccentbs-r 31. 1968. 

2. After a long time, there appear to be signs of sonic leviial in Ihe 
economy. After the record harvest of 1967-68, the monsoon in 1968-69 
was not very favourable, but thanks to much larger inputs particularly 
of high yielding variety seeds, fertiliscis and pesticidc.s the crop out-turn 
this year is likely to be as good a.s last year. This is an ucliievcment which 
Government can be proud of. Pur. while the total crop must remain de¬ 
pendent upon Ihc monsoon (the area under irrigation being only 30 
per cent of Ihc total cropped areal, the main impact of high inputs is to 
increase the base level of agricultural output that cun be achieved irrespec¬ 
tive of the fluctuations of the monsoon. 

3. .Another important improvement in the year under review is in respect 
of our esporis; partly, a large agricultural output creates an cxptiruible 
surplus ill our tr,iditional exports, particularly cotton and cotton manu¬ 
factures as also oilseeds. However. Ihe more heartening feature of Ihc spurl 
in exports during 1968 has been the pcriormanvc of non-liaditional exports— 
engineering goods and chemicals. While aggregate exports have increased 
by about 10 pci cent, tlie incicosc in non-tradilional cxihuIs has been much 
larger. 

4. As a icsuli of buili these luctors, there ap|x;ars to liave been some 
icvivul III dcniaiid fur industrial products: the growth in industiial output in 
1968 in relation to the prcvjou.s year has been at the rale of 5 lo 6 per cent 
against a more or less stagnant output over the previous two years. Jl is 
necesMiry to iccognise Ihe basic clenKnts in this growth of demand. The 
agricultural icsisal tias fostered the detmind for simple consumer goods like 
cotton textiles and sugar. Moreover, exports have been a basic factor 
in the growth of deiiiand for engineering goods. This growth has had reper¬ 
cussions on olliei supplici industries, thus indicating llic broader impact 
of the basic impulse. 

5. These basic trends have been stienglhencd by various pola.'ics follow¬ 
ed by Ciovenunrnt Ihc Budget for 1968-69 provided for a subsidy to 
conuncrcial banks on csniui finance; tins was soon followed by a cut in the 
bank rate. 1'hc price level seems lu he reaching some sort of stability, and 
llie banking industi.v is now .ible to meet adequately the demand for funds 
from industry. The Reset \c Bank announced measiiics to provide low- 
interest credit for export tinance; the initiative taken by the Industrial Deve¬ 
lopment Rank of India in providing cheap credit for priority activities like 
exports is cumnKndable. Resides, IDBl lias also been seeking lo meet the 
increasingly diverstilcd financial needs of the economy, particularly in 
financing sales of local equipment and machinery. Finally, Ciovcrnmcnt 
announced the setting up of the I orcign Investment Board as also a policy 
enuncia'ing areas open for foreign vollalKualion and investment. There 


has been a rise in prices on the stock exchange and investmont demand hu 
broadened. In this context, it would be desirable for Oovernment to recoa- 
aider its licensing policy so as to relax it further by increasing, for example, 
the limit to which no industrial licence would be required and pennit- 
ting further diversification of established capacity; as in the case of Capital 
Issues Control, Government might consider laying down ground-rules for 
industrial licensing, leaving industry freedom to operate within the broad 
limits of such rules. 

6. These events arc clearly reflected in the operations of ICICI. In 
the first half year, Ihe demand for funds was low, and in fact, we were fac¬ 
ed with many cancellations, particularly of post foreign currency sanctions 
where cntreprencui.s had second thoughts on their projects in the changed 
economic context. However, in the second half of the year, thanks to vigo¬ 
rous effort, we were able to improve the rate of our sanctions; these will 
be reflected in increased comraibnents and disbursements over the next 
two years. 

7. Now that signs of economic revival arc clearly visible, the need for ,i 
positive policy charting the course for the economy over the coming years 
becomes all the more necessary. It is necessary to lay down a minimum 
programme for essential growth and policies intended to achieve (hem. 

8. Promotion of agriculture and exports in which efforts have already 
begun should constitute a principal clement in such a programme. At 
present, almost two-thirds of the fertilisers udiised by agriculture inlltc 
country are obtained from imports. This balance will change as domestic 
production of nitrogenous fertilisers increases. However, there appears to 
have been some slow-down in the approval of new projects. In view of the 
continuing need for fertilisers on a large scale, it is imperative that Govern¬ 
ment initiate work on feasibility studies for new fertiliser projects based on 
different fccd-stocks and locations. It is equally essential that before 
Government lakes final decisions it has open to it the full range of oiler- 
natives available to it. 

9. While the progress made in exports of non-traditional goods, 
particularly in relation to past levels, is commendable, it has to be recog¬ 
nised that the absolute level of such exports, at about Rs. 60 crores, is still 
small; of total exports, they form only five per cent, and of total industrial 
production, less than two per cent. There is, therefore, no cause for any 
slackness or complacency in the export cITort. In fact, considering the 
increasing debt servicing charges over the next five years owing to pas! 
borrowings and taking into account the likely slow-down in foreign aid 
(of which indications are already available), it is imperative that our exports 
increase substantially over the next five years; a substantial contribution 
lo such an effort would have to be made by non-traditicmal exports, 

iO. it is in the Held of industry that no such clear-cut choices are avail- 
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Neverthelcw, the experience of the last fe«' years shows that it is 
not enou^ to rdy oa a general lecovciy in maitcet for determining a pto- 
gnnune for industrial growth. There are two main elements which should 
(ovem the oudine of the industrial programmes for the next five years; 
fintly, it is necessary to examine in detail the constituents of demandTor 
different products and determine the factors governing their growth; and 
secondly, where adequate demand exists, it is essential to provide for ade¬ 
quate supplies to enable industry to meet that demand; this is particularly 
necessary in respect of imports. 

11. Significantly, several industries—railway wagons and stores, elec¬ 
tric cables and meters, cast iron spun pipes, and even cement -are th>wc 
in which Oovemment, directly or indirectly, plays an important role as a 
consumer. Government expenditure is a factor which is within Govern¬ 
ment's control, and H should be possible for it to plan ahead its expenditure, 
and, on this basis, to indicate the level of demand for goods purchased for 
it. We are never tired of advising foreign governments to revise their annual 
budgeting procedures and to commit aid for a five-year period to suit deve¬ 
lopment needs. It is high time we took (his advice ourselves, and conimitted 
at least developmental expenditures over the Plan period to enable suppliers 
of goods to plan (heir capacity and production programmes accordingly. 

12. The prevailing trends indicate that the foreign exchange constraint 
might become in some respects more serious in the next few years. The 
present easiness in our foreign exchange situation is to seme extent illusory 
since it is based on considerably low utilisation of capacity in many indus¬ 
tries. A realistic estimate of the requirement of the utilisation of for¬ 
eign exchange at a level where capaeity is fully utilised needs to be made. 
I do not doubt that a large proportion of demand, as capacity becomes more 
fully utilised, vvill be internal, and thus prove to be self-supporting. However, 
the demand for imports set up by such fuller utilisation, though marginal 
in relation to the total needs of industry, would be critical, and might he 
a serious impediment to our elTatts to utilise fully industrial capacity. 

13. In this context, 1 should stress (hat we examine eareftilly further 

requirements at foreign exchange, both on capital and current account, 
of any new programmes undertaken. We should so arrange such pro¬ 
grammes that they come within reasonably estimated availability of our 
foreign exchange resources—exports plus foreign aid less servicing charges. 
The ct onomy can hardly afford the continuous “stop-go's'' caused be foreign 
exchange shortagea. " 

14. In the light of these considerations, the industrial programme will 
need to be framed witt cate. The first priotity should be to take steps to 
utilise fully the capacity already established. Since Government plays an 
imporunt part as a consumer in many of these industries. Government 
would have to raise the level of its outlay on these items. Oovemment 
would recover a part of this outlay through increased rctcnuei- particulaily 
excise and corporation taxes. Oovemment could also link siirh a pro¬ 
gramme with definite export commitments by the units; in fact, the large 
and stable home demand which Government would create through its pur¬ 
chases, should provide a strong base for a determined export effort. 

15. During the last eighteen years of planning, the country has built up 
a large base of simple tcelmology-based industries. 'While a lateral expan¬ 
sion of these industries must go on to provide increasing quantities of ilie 
products (e.g., textiles, sugar, cement, paper, as also plant and equirment 
for their manubeture) made by them, steps should be taken to see that wc 
expand industry venicaUy to cover insoumentation and other items. In 
other words, the next phase of our development must cover electronic 
and the other more sophisticated industries. Tlie country should seek now 
to enter the more ikill-intaMive industries as also industries which have 


a large value added content; as examples I would mmtion cameras, heli¬ 
copters, computers, television and other electronic assembly activities; many 
of these industries would also help to strengthen our export potential. 1 
am glad to note that designing is obtaining proper recognition from industry 
as well as Government, and that the country is willing to provide consultancy 
services and undertake lurt'-key jobs abroad. The programme for (he 
development of these industries should he so laid down as to cause the least 
strain on foreign exchange resources at any point of time. 

16. A change of emphasis is also called for in other spheres of econo¬ 
mic development. Some of these are consequences of the measures suggest¬ 
ed earlier. For example, if greater invesunent is made in agriculture, the 
transport programme will have to be formulated accordingly. Since agri¬ 
culture is necessarily the most decentralised scctoi in the economy, transport 
leads for agrieultural produce are small: such transport needs can be met 
more easily by road uansport. We should, therefore, provide for adequate 
development of road transport to serve agricultural progiramnies. 

17. In recent years, most countries have seen a rapid growth of road 
transport. If the nineteenth century was an era of the steam engine, the 
twentieth is that of the internal combustion engine. Apart from its 
economic impact, road transport can play a major part, in a country like 
India, in reducing the barriers between urban and rural areas and in enabling 
a wider geographical distribution of industry in the country. Road trans¬ 
port is an essential industry, and it would not be ambitious to plan to double 
automobile production i ver the next five years. Such a programme would 
also expand considerably (he activities of sevcial ancillary industries. More¬ 
over, it would help to develop a broad group of industries connected with 
automobile manufacture and thus help economic recovery. 

18. Another consequence of agricultural development would be the 
pull that rural areas wrmld have for various industries through their increas¬ 
ing purchasing power. In this situation, Government should seek to expand 
distribution facilities for power. This would help to create and expand 
the demand for electrical goods like transformers, cables and meters, of 
several industries in which (here is excess capacity. It is also essential to 
reduce the gap between rural and in ban areas by increasing various ameni¬ 
ties in rural orbs. In this connection, I would like to emphasise the vital 
importance of housing and of clean water supply. Such a programme 
would also benefit the construction industry. All these measures would 
help to reduce the wide gap m amenities between urban and rural areas which 
exists today; and it would act as an active, modernising influence in rural 
areas, bringing the rural consi’mcr into the modem market economy. 

19. What we have experienced in the past two] or three years is a virtual 
stagnation in investment activity: in fact, the coniparatively easy condi¬ 
tions in which banks and finance institutions operate at present show that 
(here is not an adequate number of new projects available. While this has 
been primarily due to several exogenous factors and lias, indeed, been 
useful in bringing about a consolidation in the economy, it is necessary to 
recognise the need for revitalising tlie investment process. As the indus¬ 
trial upsurge has continued, capacity is being more fully utilised, and unless 
we plan steps to increase capacity, we ore likely to be faced with shortages 
again. 

20. As the pace of industrialisation increases, it will have an impact on 
the magnitude and structure of institutional finance to industry. One recent 
developmoit in this field has been the introduction of mereliant banking 
facilities in the country'. For banks, this represents a divcreiiication of their 
activities; for industry, it would mean better servicing by banks—particularly 
as regards advice on capital structure, mergers and tax questions. Aa 
industry grows and the industrial structure becomes more diversified, its 
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vrvicing needs become more sophlsticatedi and ta tbLs context, a develop¬ 
ment like the setting up of merchant banking fadUto should prove wetcome. 

21. Moreover, for varioas rcaHons which I have mentioned earlier, 
our development effort will be oriented towards tlie use of ktcal resources 
- a development which I consider to be wholly desirable. This would, how- 
ever, create a larger demand for rupee finance. So far, Governmait has pro¬ 
vided the required rupee resources to the finance institutions to enable them 
to tneet the needs of mdusiij—a service for which’industry should be grateful 
to Government. However, the present system involves ad hoc discussions 
with Government for the supply of such finance, and makes tlw provision 
of such finance siibiect to the vicissitudes of govertunental finances. 

22. 1 feel, therefore, that Government should make long-term and 
self-operating arrangements to meet the rupee needs of the finance institu¬ 
tions. A part of the flow of funds in the economy emanates from industry— 
T refer particularly to the accretion of fimds on provident fund account. 
It is necessary that a proportion of these funds is directly diverted to industry 
to foster its growth. It is for this purpose that wc have in the past suggest¬ 
ed that the bonds and issues of a finance institution like this Corporation— 
which was set up with the active support of Government and to which Govern¬ 
ment has in the past provided rupee resources tlirough toan$--be declared 
trustee securities so that funds wliose investment policies ate statutorily 
conlroUiHl can invust in such bonds and issues. The small loss of resources 
which Government would suffer immediately because of such a change would 
be more than compensated by the more rapid growth brought about by the 
increasing pace of industrialisation as a result of the financing activities 
of the institutions. 

33. Finally, as wc move into more sophisticated industries, the demand 
for foreign currem'y loans will increase. The use of the Corporation's fomign 
currency resources has already picked up, and with the support and con¬ 
fidence of the Intern,-itionul Bank for Reconstruction and Development 
and the Krcdiianstalt fur Wicdcraufbau of the Federal Republic of Germany 
wc liupc to continue to meet fully these needs. 

24. As you arc aware, this Corporation has always been alive to the 
varying iKcds of the economy and has sought to meet them to the extent 
possible Durin<; the last two years, the main trend has been in inerting 
the aggicgaic finani'iiig nerds of industry fur balancing equipment, muder- 
nisatioii and proibiclion of quality products. Wc have also provided further 
finance on a l.vrgrr scale to the shipping industry. In addition, we have 
begun to provide on a selective h.%sis finance to the jute industry. Both 
thc.se industries .ire important to the emintry’s export effort. 

25. The incici’.o in s.snctions in I4b8, vlcspitc the difficutt conditions, 
has been made possible by tlic management's efibrts to .‘ax-k out investment 
opportunities in t'ne xonoins. We envisage that the C'orr'oralion would 
be playing a targei ii<lc in the ccoiuunv, both in rupee and foreign euiicncy 
operations aoi! m il<c soi vices pruvided, in the coming ycar.s. As part of 
this widening of our role. I am glad to inform you that the Board has already 
decided to open bi.iiic!i oflu-es beginning with Calcutta. I am confident 
that tills will help to strcimthen our relations with our clients ail over the 
country. 

26. Net sanctions during I%l) amuimlcd to Ks. 30*9$ crotca. Of 
these, an amount of Rs. 14- o4 croics was in respect of .36 specific projects. 
The iflUit cost of tlicsc projeci.s, when completed, is estimated at Rs. 126-31 
crores (including Rs. 25- 75 croics for working capital requirements). This 
cost IS proposed to be met by Rs 17' te vrores shaie capital (Rs. 14* hi crores 
ordinary and Rs. 2*5$ crores piefcrencot, KS; yi*li3 crpre.« long-term loans 
and dchcnlun», R.s. 0* 36 crore deferred payments and Rs, 56* 76 crores 
bank borrowings, unsecured deposits and cash accruals. The total tnm- 
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over of these projects in a year of normal production is estimated to amount 
to Rs. 83* 94 crores. 

27. During the year under review, the Corporation augmented its 
rupee resources by a loan of Rs. 2*S crores from the Industrial Develop¬ 
ment Bank of India, bringing the total lending by IDBI to Rs. 10*5 crores, 

28. The World Bank has so far made available to the Corporation 
seven lines of credit aggregaling $16$ million. This amount will shortly 
get c.\hBustcd, and we propose to approach the World Bank for a further 
line of credit during the current year. The Corporation has so far received 
seven lines of credit amounting to DM 72* 5 million from KFW and nego¬ 
tiations are under way for an eighth line of credit for DM S million. Nego- 
tiations are also under way for a line of credit of £1 million from the British 
Governraent. 

29. Income from interest, dividends, underwriting commission and other 
sources amount to Rs. 840 60 lacs in 1968 (Rs. 785* 58 lacs in 1967). Interest 
paid on loans and other expenses during the year amount to Rs. 567*98 lacs 
(Rs. 517*20 lacs in 1967). Profits before tax amounted to Rs. 272*62 laa 
(Rs. 268' 38 lacs in 1967). Out of this, provision for taxation has been 
made at Rs. 128-93 lacs (Ks. 128-64 lacs in 1967), Of the balance of Rs. 
143-69 lacs (Rs. 139*74 lacs in 1967) carried to the appropriation account, 
Rs. 25 lacs (Rs. 20 lacs in 1967) has been transferred to General Reserve. 
Rs. 20 lacs to Reserve Against Doubtful Debts (Rs. IS lacs in 1967) and 
Rs. 36 lacs (Rs. 35 lacs in 1967) has been taken to Special Reserve; in addi¬ 
tion, the whole of the capital gain of Rs. S- SI lacs after taxation (Rs. $-04 
lacs in 1967) has also been transferred to Capital Reserve Not Available for 
Dividend. The Directors are glad to recommend a dividend of 9 per cent 
(the same as last year). 

30. The Board of Directors had the honour to meet Mr. Robert Mc¬ 
Namara, Prcvidcni of the World Bank, during his visit to Bombay on 
November 23.1968, when it had the opportunity of discussing with him the 
general economic situation as well as the operathms and prospects of the 
Corporation. 

31. In 1968, the rconomic Development Institute (an affilute body of 
the World Bank) sent two trainees—Mr. C. A. Ogwangfrom Uganda and 
Mr. O. Miilugeta from Ethiopia- for practical training with the Corporation 
for a period of two weeks. The Corporation also provided faciliticii to 
oiTicials from different finance institutions and other urganixatious in (iie 
country to study its procediiie.s and mctliods of work. Besides, wc had 
with us, tor various periods, Mr. L. P. 1.. Gyampob and Mr. Asare Bedaiku 
from Ghana. Mr. Jose dc Jesus from the Philippines and Mr. Abdulin Moh- 
med from Mauritius. Under our own training programme, wc have invited 
this year officers from the Private Development Curpoialion of the Philippines 
and the Dc'elopineni Finance Corporation of Ceylon lor training with i.-. 

.32. Wc have deputed, for a period of one year, ShriP.K. Dosni, Accoim- 
tani, as ihe A'.vist.mt General Manager of tlw Nigerian Industrial Develop¬ 
ment Bank Limited. One of our ofltcers participated in an eight week 
Special Training Programme conducted by the International Finance Corpo¬ 
ration, m co-operation with the Inwrnational Bank for Keconstructsox 
and Development, designed to acquaint selected officials of member coun¬ 
tries with the work and policies of the Hank and the Corpmation. Sioine 
of our officers have also attended executive development programmes held 
by various managciT>ent training institutes within the country, 

33. Finally. 1 would like to mention that this Corporation has conti¬ 
nued to receive from its staff dewned service; I would tike to take this oppor- 
tuniiy to express my sincere thanks to them. 

G.L.MEH’fA 

ChairmK 

Bombay 
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TWO WAYS 

TO CUT COST 
IN YOUR BUSINESS 

These two Kodak business machines save 
Time, Space and Labour, cutting down 
costs and go a long way in increasing 
efficiency in any office. 



iKfiOIMKPNTmEIIIHIOFlUIEI: 

I Simple, portable, small as a typewriter, 
j this machine saved hours of copying time 
jand has a speedy operation, it accepts 
I documents of any length and up to 12’ 
Lwide. As many as 2,000 letters or 6,000 
fcheques can be filmed on 100 ft of 16 mm 
Cmicrofilm. Added facility of simultaneous 
1 exposure is provided to make duplicate 
. cosies of records, . • 


VEMFiUlliTNESSilSCOnER MODEL 2: 

Here is a compact improved model for 
large originals up to 14' x 18*. It makes 7 
permanent photographic copies in a 
minute on ordinary paper using 'Ver'fax 
Super-7 Matrix! The Witness also repro¬ 
duces 'difficult' originals like maps and 
blue prints with needle sharp fidelity using 
a Fine Line Matrix, For further details 
please call on us, or write to: 


I*' 

Kim, 


Kodak 


Limited, 


|lftcarf»rau4 1 » tniM wtih Utkiliwt 

Bombay • Calcutta • Delhi • Mtdraa 
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As at 31st 
Rs. P. 

35,00,0U0 00 
32,40,000 00 

38,13,38,683 07 


12,31,874 86 

1,63,47,208 44 


5,37,97,014 74 
1,16,95,835 89 


935 87 


47,11,71,172 87 
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BALANCE SHEET OF THE STATE BANK OF 


Oecember, 1967 
rT P. 


CAPITAL AND UAnUTIES 


Ai It 31it Dceaaber. 1968 
lU, P. Hi. P. 


1,00,00,000 00 


21,45,08,535 92 
9,29,10,677 27 
7,39,19,469 88 


1,63,46,908 44 
300.00 


1,75,000 00 
4,69,61,047 30 
66,60,987 44 


6,79IB76 

6,89,144,11 

6,95,935 87 


1,40,000 00 
3,70,000 00 
10,000 00 
1,75,000 00 


2,85,272 49 
71,82,464 38 
1,276 80 

6,89,349 41 
TOTAL 


1. Capital: 

AuthcrisedC8pital-l,00,000ihaieiofIta.ia0/-ea^ 1,00.<XMN)0 00 

Issued, Subscribed and Fbid-ap;,Capitat—[punuant to Section 711) ^the Stale 

Bank of India (Subsidiafy Banka) Act, 1959]—35,000 sham of Rs. 100 eneb: 31.0(M)D0jD0 

2. Reime Fbad and otiMr Retarm 33,83.000 00 


1. Dipoiita and otiiar Accoiaiti: 

*Fiaed Deposits 
Savings Bank Deposits 

^Current AcGounts,;.Contuuiency Accounts etc. 


22,63,54,070 91 
11.63,73.452 26 

8,76,67,090 95:,:43,03.96.614 12 


4. Bornnrlags lmn;otiicr Banking Companies, Agents, etc.: 
«*(i) Inlndu 

(ii) Outside India 

5. Bins Payable 

6. Bills for CoHecthm befog Bllh Receivable as per contra : 
(i) Payable in India 

(ti) Payable:outside India 


, 39,702 02 

39,702 02 
59,54,008 63 

2.17,85,945 72 

2,17.85445 n 


7. Other Lfobilitke; 


Dividend for the year 
Branch Adjustments 
Others 

Liability on^account of assets taken for collection of taken over Bank as pa 
contra 


l.75.000;00i 

33.90,W2i37 

76,83,873.73 

2.42,741 06 5 1,14.92,397 16 


8. Aeeeptancta, Endonements and otber.Obllgatfone as pcr.conita 

9. Profit and Loci: 

Balance brought forward from last year 
Proflt/or the year 

Ixss Appropriations 

Amount transferred to Reserve Fund 

Bonus to Staff 

Amount tiansfoicd to Staff Wrifare Fund 
Amount,set Inside Jor payment of Dividend 

10. ConllwntLialiUMci: 

Claims against the Bank'not'ncknowledged as debu 
Cuaranteep given on behalf of cuitoaien]| 

Other moneys for which the Bank is oontingently liable 
Outstanding Forward Exchange 
Contracts (Sale) 


1.20,51,08 88 


935 87 
7.20,798 22 


7,2I.7M 09 


1.4S4IOO'00 
3,9IM100:00 
10,000 00 

1,75,000 00 :i.734|09J 


2.07,746 65 
45,84,712 81 


9'3,57.808 63 

TOTAL 48,86,07,030~^ 


*Includcs Staff Welfare Fund, ownership whereof vests in the Bank. 

•*Secured by pledge of Gowmment Securities of the face value of Rs. 5,69,^,700 as per contra. 
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As at 31st December, 1967 
RsT P. Rs. P. 


PROPERn AND ASSETS 


As at Slot December, 1968 

RsT" pT Rs7 pT 


9,08,31,650 SO 

46,316 92 


• 1 , 


2 . 

3,964 27 
42,352 65 


Cash: 

In hand and with Reserve Bank and State Bank of India and its Subsidiaries 
(including foreign currency notes) 

Bnlantes whb other Ranks : 

On Current Account On Deposits 
(t) In India 4,137 94 

(ii) Outside India 1,47.630 33 


8,83,31,862 47 

1,51.708 27 


3.05.00,000 00 


*3. 

4 . 


9,16.21,107 82 

5,270 00 
15.707 97 


Money at Call and Short Notice 

Imestments [at or behm market value escept in respect oT sub head (1) nhich 
Is at book value] 

(i) Securities of Central and Slate (tovemmenis and other Trustee Secu¬ 
rities (Including Treasury bills of Central CoveitmKnt—Nil, previous 
year - Nil) 

(ii) Shares: 

(a) Fully Paid Piefercnce 4,770 00 

(b) Fully Paid (Ordinary 2.3,411 19 


2,54,00,000 00 


10,34,08,431 30 
28,181 19 


9,27.32.085 79 


8,90,000 00 

2 , 00,000 00 


(iii) Debentures or Bonds 

(iv) Other Investments 
(V) Gold 


8,90,000 00 

2 , 00,000 00 

10,45,26.612 49 


11,41,71,796 12 


53,32,728 19 
11,9.5,05,038 81 514 50 


1,63,46,908 44 
1,63,47,208 44 300 00 


5. Advances; 

(Other than bad and doubtful debts for which provision has been made to 
(he satisfaction of the auditois) 

(i) Koans, Cash Credits and Overdrafts, etc. 

<a) In India 

lb) Outside India 

(ii) Bills discounted and purchased 

(a) Pavable in India 

(b) Payable outside India 

(Pariiculais of advances ; Sec .separate stateincnt appended) 

6. Bills Receivable being Bills foe Collection as per conlta : 

(i) Payable in India 

(ii) Payable outside India 


7. 

1,16,95,835 89 

8 . 

7.56.936 19 
561 00 


Constituents' Liabilities for Acceptances, Endorsements nnd Other Obligathins 
as per coutra 

Prmises less Depreciation : 

Total cost upto the 31st December, l%7 
Aduitions 


7,57,497 19 
6,23,129 11 1,34,368 08 


Ijess Depreciation 


21,66.87.864 98 


93,65,891 71 


2.17.85.945 72 


7,57,497 19 
1,25,540 34 

8,83,037 53 
1,53,600 42 


22,60.53.756 69 

2,17,85.945 72 
1,20,51,628 88 

7.29,437 It 


12.41.445 77 
1,36,202 56 


9. Fninlbire and Fixtin’es less Deprcriutlon ; 
Total cost upto the 31 si Divember, 1967 
Additioas 


13.70,802 06 
3,12,373 59 


13,77.648 33 

6,846 27 Levi Deductions 


16,83.175 65 
5.035 42 


13,70,802 06 
7,96,226 92 5,74,575 14 


lets Depreciation 


16,78.140 23 

7,03,876 41 9.74,263 82 


10. Other Assets: 

70,96,183 02 Adjusting Account of liitcrast, Commission etc. 74,96,180 12 

2,97,976 88 Stationer)'and Stamps 3,21,163 29 

3,476 SO Security Deposits 4,161 10 

3,89,452 00 Suspense Account 2,80,571 41 

Motor Car and Van 

79,469 29 Cost as at 31st December 1967 79,469' 29 


79.469 29 ' 1.72.170-79 

79.469 29 Lest Dcprccmiion 95,144-67 47,026 12 


77,96.458 64 
2,97,621 85 


r,2l8 13 
'■ I 00 
8,151 11 


Property not used as Rank premises less depreciation 

Assets taken over for collection of taken over Bank as per contra 

Shares ol Joint Stock Companies in lii)uida:ion (at cvtimated market value) 

Advance payment of tclei^one rents under O.Y.T. ScIicnK 

Unsold stocks ol Rayianwala Fstatc 


11. Non-BaaklaK Assets aeqabed in sathbetion uf CLsims (at estimated nurket 
value) 

12. Pruitt A IjOss 


1,187 68 
2,42,741 06 
I 00 
12.230 00 


84,05,261 78 


2,96,<193 39 


47,11,71,572 ?7 TOTAL 

*Fi|iiiee of the previous year have been recast to make them comparable with those of the current year. 


TOTAL 


48,86,07,030 62 
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THE STATE BANK OF PATIALA 

PARTICULARS OF ADVANCES 


Asal JKtDec. 1967 


Rs. 


Asat3latI3e(. 1968 


Rs. 



Year ended 
31-12-1967 


Rs. P. 

1,35.34,445 14 
«3,04,213 54 

2,520 00 


PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31st DECEMBER, 1968 

E.\PEND1TURE INCOME 

Year ended Y«ir ended (Less provision made during the year for 
31-12-1968 31-12-1967 bad and doubtful debts and olha usual 

or necessary provisions) 


1. Interest paid on Deposits, Borrow¬ 
ings, etc. 

2. Salaries and Allowances and Provi¬ 
dent fund. 


3. Pirectors’ and Local Committee 
Members* fees and Allowances 

4. Rent, Tascs, Insurance and Udtting 
etc. 


2,83,566 35 etc. 

23,146 58 5. Law Charges. 

2,47,150 58 6. Postage, Telegrams and Stamps 

5,000 00 7. Auditors' Pees. 

8. ncprcci.itKm on and Repairs to the 

1,71,229 99 Banks' Piopcrty. 

9. Stationer}, Printing, Advertisement 

1,97,970 09 etc. 

10. loss ffon, sale of, or dealing with 
.. Non-Banking Assets. 

5,40,146 50 11, Other r.spcnditurc. 

6,89,144 11 12. Balance of Prolit. 


Year ended 
31-12-1968 

Y«ir ended 
31-12-1967 

Rs. P. 

Rs. P. 

1,52,03,250 63 

1,85.74,786 76 

81,57,105 02 

29,61,635 68 

11,713 55 

2,830 00 


3,33,872 48 

1,00,371 60 

3,28,606 13 


6,000 00 

•• 

2,10,896 44 

1 

30,005 30 

2.31,726 01 


6,93,211 61 

7,20,798 22 

4,20,491 59 


1 Commission, Exchange and Broker¬ 
age. 


4. Net Profit on sale of Investments, 
Gold and Silver, Land, Premises and 
other Assets (not credited to Reserve 
es or any particular fond or account). 


5. Net Profit on Revaluation of Invest¬ 
ments, Cold and Silver, Land, Pre¬ 
mises and othCT Assets (notcr^iied 
to Reserves or any particular fond 
or account). 

6. Income from Non-Banking Assets 
and prolit from sale of or dealing 
with such assets. 

7. Other Receipts (induding subsidy 
from the State Bank of India in terms 
of Section 48 of the State Bonk of 
India (Subtidiaiy fomks) Act, 1959 
Rs. 1,67,985.00 previous year Ri. 
3.09.087.00). 


Year ended 
31-12-1968 


Rs. P. 


2,27,57,554 63 

28,85,681 34 
26,511 29 

38,325 00 


29,775 95 


2,50,819 95 


1.19,98,632 88 


Total 


2.59,88.668 16 | 2.19,98,632 88 


Total 


2,39,88,668 16 



March 14,1969 


EASTERN ECONOMIST 


585 


FARITCUI.ARS OP REMUNERATION RELATING It) THE GENERAL MANAGER. 

THE STATE BANK OF PATIALA 

HEAD OFFICE. THE MALL. PATIAI.A," 

For the Years 1967 and 1968 


For the year 
coded 31st 
December 

Salaries 

Alloivances Sitting fees. 

Bonus 

Employer’s con¬ 
tribution to Provi¬ 
dent Fund, Pension 
Fund or any other 
superannuation 
Fund. 

Payment by way of 
gratuities, pensions 
or otherwise, in ex¬ 
cess of titf emplo.s- 
er's contrihulions 
and interest thereon 

The monetary val¬ 
ue of fany other 
Ivnetils nr perqui¬ 
sites. 

Total of items 
fi) to (vii) 


(i) 

fii) (iii) 

(iv) 

(\) 

(\i1 

(siil 

(viii'i 

1967 

Rs. 30,000.00 



Rs. 2.9li5.68 

Nil 

Rs. 4.C<68.00»*** 

Rs. 3T.6.33.68** 

1968 

Rs. 29,951.61* 

- 

- 

Rs. 3,917.50 

Nil 

Rs. 4,6fi8.00s*«* 

Rs. 38.5.37 11*** 


* The decrease under the head is due to the fact that iie has not been paid Us. 48 39 on accouni of dcpul.)tion allowance during tite leave |>criod 
from 16th to 30th Match, 1968 (vide Slate Bank of India letter SfiS No. 2423 of the 8ih Match. 1968) 

** Excludes Ks. 4674.18 paid by the Bank to the Stale Bank of India for leave sular.v and Pension l-'und and Pinvidem 1 tind (''onliibution thereon. 

Excludes Rs. 4,852.18 paid by the Bank to the Slate Rank of India for leave salary and Pension and Provident Fund Contributions thereon. 

**** This represents the amount of rent paid for the General Manaf!ci'.s residence. 


THE STATE BANK OF PATIALA 

REPORT OF THE AUDITORS 


TO THE STATE BANK OF INDIA 

We, the undersigned Auditors of the Statu Bank of Patiala, appointed under sub-section (1) of section 41 oi the Suie Bank of India (Subsidiary 
Banks) Act, 1959, do herrtiy report upon the Balance Sheet as at 31st December. 1968 and the aceminN of the Bank for the year endetl that dale. 

We have audited the foregoing Balance Sheet and the Profit and Loss Accouni and the acciiunts relating thcicto of ilic Head onae and the 
lliirns submitted and certified by the Branch Managers, which returns haw been incorporated in the aNnc Biilancc Sheet and .iccoiinis and tcpoti 

(i) tiiat, in our opinion, the Balance Sheet is a full and fair one, containing all the ncsessurs paiticulars and is I'topcrly drawn up so as to exhibit 
a true and correct view of the affairs of the Bank, according to Uie best of mu inforination and itic explanatioas gixcii to ns and as shown hy Ixmks of the 
Bank; , 

(ii) that, where wc have called for any explanation or infoniiation. such csphmaiion and inlbnnalion hasc been given to us and have been satis- 

factors; 

(iii) that the transactions of the Bank which base come to our notice have been wiihin the powers ol the Bunk: 

(iv) that tlie returns received from the brandies of the Bank have ticcii Immd adcquaic fm the purpose of our audit; 

(v) that the Profit and Loss Account shows a true balance of Piolii for the peimd coveted by siieh account; 

• (vi) that, in our opinion, the Balance Sheet and the Profit and Loss Account arc drawn up in conformity with the law; ami 
(vB) that, in our opinion, books of account have been kept by the Ihink as required by I nw. 

Delhi, 

Dated ;'4th February, 1969/15lh Magha, 1890 Saka 

SANTOKH SINGH ANAND K. Y. GHARPURE K. St BRAMANIAN \, r. dEHIJIA 

Chief Accountant Dy. General Manatsu Cicncral Manager Chairman 

fM. A. CTiidamharam 
I K. S. Malhotiu 
Kushalpal Singh 
Directors j Bhalindra Singh 
. R. K. Tatwar 
I C. P. Snigal 
j Ram Narain 
^Kesho Ram Passey 


RAY & RAY 
Auditors 
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Management of Public Enterprises 


RECORDS AND STATISTICS 

Purposeful 

IN III!. i5i-morand(iiii rircjlatcd alniig with the Budget dt^cU" 
mcnts, I he guvci nment hai outli.ied the measures to be taken 
for impa vini: flic wotkiiv’ and profitability of publie sector 
undertakings. The inemoraiidum is reproduced bel(>\v : 

Ihc rrescni ir.-.’cr.iincni in central govcnmicnt industrial and com¬ 
mercial cntcrprisc.s over KO in number is of the order of about Rs 3,500 
erores. Out of ihis, imcsimcnc in the 55 running concerns (including Hin¬ 
dustan Steel l.td) accounts for nearly Rs 3,200 erores. During 1967-68, 
the Inst finiincial year, 31 of lliese enterprises showed a net proOt of over 
Rs 48 trores. The other 24 cnlcrprices, however, showed a net loss of Ks 83 
cTores, resulting therefore in an overall net loss of Rs 35 erores, after 
providing for depreciation (which forms part of the internal resources of the 
public cntcrpriscsi, intciest on loans from GovermiKnt of India, the State 
Bank and other agencies and taxes. 

The losses inciirrcd were mainly those of Hindustan Steel Ltd and four 
engineering enterprises - Heavy Knginecring Corporation, Bharat Heavy 
Electricals Ltd, Heavy E.leciricals (India) Ltd and Mining and Allied Machi¬ 
nery Corporation I Id. Owing to lock of siilficicnl demand accentuated by 
the recent recessionary trend in the economy, the capacities which have 
been built up in these enterprises remain unutilised to an appreciable e.\lcnt. 

On tlie other hand, substantial profits have been earned by Indian Oil 
Corponttiou Ltd, Hindustan Aeronautics Ltd, Fertilizer Corporation of 
India Ltd, Oil and Natural Gas Commission, Bharat Electronics Ltd, as well 
as alKiut 25 other public enterprises. Many enterprises have also declared 
dividends varying from five per cent to as high a figure as fifteen per cent. 

In assessing Ihc performance of public enterprises, no generalisation is, 
tlMMeforc, possible. It should also be renicmliered that the public enter¬ 
prises, as a group, arc not at the same stage of development. While some 
enterprises have just completed Uicir construction work and have conunen- 
ced production, others are operating for a number of years and have already 
broken even. Some others are still in the stage of construction and deve¬ 
lopment. Most at the running concerns ate also in the process of implement¬ 
ing substantial csixinsion schclIk^s. 

At the same time, it is recognised that every cflbrt should be made to 
improve tlic working and profitability of these undertakings. An analysis 
of the problems which many of tliem face showed that these have to be tack¬ 
led in two main directions; ( 0 ) fuller utilisation of existing capacity especially 
in the steel and engineering industries, and {b) improvement in managerial 
and operntionid cllicieney. 

mI‘:aslhi.s 1‘Or eui lkr utilisation of capacity 

The industries in which the major portion of investment has been made 
arc highly eapilnl intensive, entailing long gestation periods, such as steel, 
heavy engineering, licavv electricals, heavy machine tools, petroleum, etc. 
Tlie investment in Hindustan Steel alone, at the end of 1967-68, was over 
Rs 1,000 erores. Taking into account the investment in Bokaro Steel, 
the total investment in the steel s<\'tor was of the order of Rs 1,180 erores. 
The investments in other miportam sectors amounted to Rs 833 erores 
in engineering; Rs 3.50 erores in chemicals; Rs 378 erores in petroleum and 
Rs 273 erores in minerals and metals. 

When these giant projects wcic .set up, tlwir capacities were based upon 
certain projections of demand, whicti, however, did not materialise, leading 
to the present problem of under-utilisation, particularly in case of steel and 


engineering sectors. It is to be hoped that with recovery in the economy, 
the position would improve. But the problem will still remain for some 
time, and meanwhile measures have been taken to bring about better utilisa¬ 
tion of the capacities, which are broadly as follows: diversification of produc¬ 
tion; promotion of exports; and co-ordination widi icquiremeots of other 
public enterprises, etc. ■ 

Diversification 

Diversification of production is being undertaken not only for manufac¬ 
ture of new products, with the addition of balancing capital equipment, as 
in the case of National Instruments Ltd, Instrumentation Ltd, Mining and 
Allied Macbineiy Corporation, etc. but also by utilisation of existing capacity 
for forgings, castings, gear cuttings and other machining jobs for which Job 
orders arc also being accepted. Some enterprises sucli as Hindustan Machine 
Tools Ltd have also taken steps to diversify their production by undertaking 
new lines of manufacture, keeping in view the demand conditions in the 
home market. As a result of a careful scrutiny, it has been possible also 
to achieve considerable savings in outlay by (a) modifying, (6) postponing, 
or (e) abandoning altogether, new invesunents and achieving tite 11 n r {-'i- 
duction where required through existing capacity with minor modifications. 
Of the new inveslmcnl proposals, where such savings have been possible, 
particular mention could be made of the Pumps and Compressors Project, 
the Agricultural Tractors Project, Wardha Foundry Forge Project, Hardwar 
Foundry Forge Project, Bhavitagar Machine Tool Project, the Hyderabad 
Second Cable Factory, etc. 

Exports 

In addition to diversification, a drive has been undertaken to secure 
export orders. During 1967-68, public enterprises have earned about Rs 48 
erores in foreign exchange through exports of goods manufactured by than. 
In the case of Hindustan Steel Ltd alone, the total value of export on f.o.b. 
basis increased from Rs 9 erores in 1966-67 to Rs 31 erores in 1967-68, and 
their products were exported to mote than 30 countries such as the USSR, 
the USA, the UK, Australia. Japan, etc. The company has exported dur¬ 
ing the first nine months of the current year up to the end of December. 
1968, goods valued Rs 30' 5 erores. Export of petroleum products by Indian 
Oil Corporation during 1967-68 was valued at Rs 3*83 erores; during the 
some period the value of telephone exchange equipment exported by Indian 
Telephone Industries Ltd was Rs 51 lakhs and that of machine tools and 
wrist watches exported by Hindustan Machine Tools Ltd Rs 44 lakhs. 

Co-oriUnatkm 

As an ifflporiant measure for utilisation of idle capadty in the Heavy 
Engineering and Heavy Electricals Plants, it has been decided to set up 
two consortia of the concerned public sector units—one to undertake power 
projects and the other for industrial projects. The consortia will be hi a posi¬ 
tion to take up power station jobs or the work of setting np of new prcrjecis, 
on a tutn-key basis, both within the country and abroad. Apart Bom this, 
the purchase requirements of other public enterprises and government 
dcparuiicnts are also being co-ordinated wherever possible with a view to 
ensuring that the maximum supply of machinery and equipment is procured 
from these units, recent examples being Mining Equipment for Kiriburu Iron 
Ore Pro.ieci, equipment for the Haldia Port, machinery requirements of the 
Bharat Heavy Plates and Vessels Ltd etc. 

IMPROVEMENTS IN M.VNAGERIAL « OPERATIONAL EFFIOENO' 

The government have recently taken a number 1 ^ decisions to bring about 
improvements in the managerial and operational efllcicacy of public enter- 
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prisei. These decisions are baud, toalaf|eextent,ontherec(»nmend(itioas 
of the Administntive Reforms Commission in Iheit Report on Public Sector 
Undertakings; on the recommendations made by the Cmnmittee on Public 
Undertakings in their Reports on Financial Managegtest, Materials Manage- 
qjent, etc.; as well as on the periodical reviews undertaken by government 
on the performance of these enterprises. The government's poiky underly¬ 
ing these decisions may be broadly defined as follows: (I) It is recognised 
that in order to enable these undertakings to work with greater autonomy, 
there should be sufficient delegation of powers to the public enterprises; 
(2) Simultaneously, every effort should be made to assist the enterprises to 
secure suitable managerial talent; (3) In addition, measures have to be taken 
and guidelines laid down for improving management techniuues in all its 
various aspects in these enterprises: (4) There should be an effective machin¬ 
ery for periodical review and appraisal of their performance so that defects 
may be put right as speedily as possible. 

(I) Ddegathm of powers 

The following enhanced powers have been delegated to the public eotcr- 
priies relating to both financial and administrative matters. 

Flimclttl powers :—(0 The boards of directors of public enterprises are 
authorised to sanction capital expenditure without prior reference to govern¬ 
ment within specified limits on works and schemes which come within the 
approved objectives of the miterpriscs. The boards are also fully authorised 
to sanction all capital expenditure in cases where the detailed project reports 
have been approved by government and also to permit variations in the 
estimates of not more than ten per cent for any particular component part. 
Hiis delegation also covers invitation to and acceptance of tenders relating 
to such works. 

O'O The government have accepted that it is not necessary for the public 
enterprises to submit their revenue budgets for prior approval t^cept in cases 
where government is expected to moke up the deficit, if any, in the budget. 
The revenue budgets, as antroved by >be boards of directors of public enter¬ 
prises have to be sent to government only for information of production 
targets, profitability etc. 

(///) It has’further been decided that public enterprises may approach 
financial institutions such as the Industrial Finance Corporation, the Indus¬ 
trial Development Bank of India and the Unit Trust of India for financial 
assistance for their expansion programmes, provided they have sufficient 
internal resources and have declared dividends and provided they do not 
come to government for financing their future expansion programmes. 

Adminblrallre powers (0 Till recently appointments to tire top pasts 
of managing directors, geneni managers, financial advisers, etc. were to be 
made by government. In respect of others also where the pay exceeded 
Rs 2,230 p.m. (or in some cases Rs 2,300 p.m.), many enterprises had to 
obtain the approval of government both for creation of posts and for 
making appointments. But henceforth the public enterprises will be competent 
both to create posts, and to make appointments thereto, irrespective of pay 
for all posts below the board level (excluding only tire general managers of 
constituent units) without any reference to government. The appoint¬ 
ments of financial advisers will also be made by the boards. Only tlie chair¬ 
men/members of the boards of directors and tlw general managers of consti¬ 
tuent units will in future be appohiud by government. 

do As regards service conditions of employees of public enterprises, it 
has been recognised that uniformity is not possible in tlie matter of pay 
and allowances although rationalisation wherever possible, should be effect¬ 
ed. The Bureau of Public Enterprises will act as a clearing house of infonna- 
tion idating to service conditions, including pay scales and allowances, 
<ic. in force in the different public enterprises for making the same available 


to other public enterprises and administrative ministrire. Guidelines are 
also issued from time to time on important matters in these areas. Thus, 
in September 1968, guidelines wne Issued covering dearness allowance, 
conveyance allowance, rravelling allowance, etc. taking into account the 
special features of these industrial and coromeicial enterprises. Details 
of a model gratuity scheme have also been circulated to all public enter¬ 
prises in order to enable tktm to adopt the srinc for their employees. 

(Ui) The government have also accepted, pursuant to the recommendations 
of the Administrative Reforms Commission, that there should be a suitable 
decentralisation of powers not only Bern goveirment to the boards of direc¬ 
tors of public enterprises but also williin the various levels of management 
of the enterprises themselves. For this purpose, the enterprises have been 
asked to conduct a suitable review of the internal delegalion of existing 
powers. 

(iV) It has also been decided that wlicre government considers it neces¬ 
sary to issue a directive to a public enterprise asking it to act in a manner 
different from that dictated by the economic considerations, this should be 
in writing and this fact should specifically find a mention in the annual report 
of the concerned public enterprises. 

(2) Maaagcrlil Pemainel 

Chotrman-cum-maoaping director It has been decided that, as a nornm 
rule, there should be a ibli-tinie chairman-ram-managing director for a public 
enterprise. >Vhere, however, the chairman might be only part-time, there 
should be a full-time managing director, but even in such cases the chair¬ 
man should lake on full responsibilities and should be invested with the 
necessary authority. The posts of many chief executives in public enterprises 
such as National Mineral Development Corporation Ltd, National Coal 
Development Corporation Ltd, Shipping Corporation of India Ltd, have al¬ 
ready been converted into full-lime chaitman-rum-managing directors of the 
respective enterprises.' 

Board of Directors :~-In the larger units full-time Functional Directors 
should be appointed, who will be the executive heads of their dei»rtmenis. 
I'osts of functional directors for departments such as finance, planning 
production, etc. have already been created in Hindustan Steel Ltd, Heavy 
Engineering Corporation Ltd, State Trading Corporation of India Ltd, 
National Coal Development Coiporation Ltd etc. 

The government have also decided that, as a rule, no officer of a ministry 
should be made chairman of a public undertaking, nor should the secretary 
of a ministry be included in its board of management. 1 his restriction about 
secretaties not being included in the boards of management would apply, 
however, only to industrial and commercial undertakings. 

TVnitra and KeenUment The tenure of appointment of full-time 
chairman and functional directors should be normally for a minimum period 
of 3 years, subject to their performance being satisfactory. This will ensure 
the necessary continuity in top mana^ent posts. 

Measures for sccunng top management personnel for public enterprises 
from various possible sources have already been taken up. Top manage¬ 
ment posts in public enterprises (full-time chaimum-nim-mnnaging director, 
managing director, Ainctional directors, and general managers) have been 
classified on the basis of responsibility involved Into four schedules with 
remuneration tanging from Rs 2,C00 p.m. to Rs 4,0C0 p.m. Panels of namca 
have been drawn up for all Iheae categories. 

Selection is made to the panels from government services, from public 
enterprises as also from private sector. 

A system of periodical reporting of anticipated vacancies in the top 
management posts has also now been introduced so that timdy action could 
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tte taken to locate suitable incumbents, to ensun that tte key management 
|X'-,ts do not remain vacant for long. 

Pulin’ ri’gimtiiig Urputetion of ehll servipin to pu'ilic enlerprises As a 
niciisiifi.* in tlic ilircciion of developing a honfpgenous managerial class in 
the eniei prises and reducing the dependence on the deputatiunists from the 
vanous vadies of the permanent civil services in manning posts in them, it 
has been decided that govettiment otTicers deputed to public enterprises 
sluHild be asked to cvercisu an option between the two alternatives of resigiut- 
lion from gincriinieni servia* and permanent absorption in the concerned 
public enieiprisc (viri reversion b.ack to the parent cadre. Exceptions will 
Ik atlowisi onlv in the ease of defence personnel on Uteir appointment to 
defenee produition undertakings. The option is to be exercised witliin one 
>ear or tlirec years depending upon the level of tlie post held by tin; ofllcer 
in the enteiprisu. 

Maiuiiiiml porn M iniemr/liaie levels :—Powers of appointment to 
nianngcrial posts below lop level come within the purview of the boards of 
dirv'clors of piihlic enterprises. 'I he Adminisinttive Reforms Commission 
ill liieir report on Public Sa'ior Itndcriakings had a'commended (hat com¬ 
mon cadres for managerial personnel for posts carrying the pay of Rs 1,300 
and uN've should he organised by each Sector Corporation, who should 
have the aiiihoriiy of making transfers within the Corporation in consulta¬ 
tion with the units coneemed. Pursuant to this recommendation, it has been 
aea'pleil that inter-changes of managerial personnel may, to the extent 
possible, be eifected between public enterprises with the consent of the 
management of the concerned enterprises. In order to a-ssist public enter¬ 
prises to secure suitable managerial personnel for posts at intermediate 
levels l.e., the posts of heads as well a.s deputy heads of the departments in 
general m.magcmcnt, iinnnce,accounts, personnel, manpower planning, 
industrial engineering as well as in operating departments like production, 
maintenance, works study, purchase and stores, etc., (he necessary machinery 
has been set up in the Bureau of Public Enterprises fur spotting, pooling and 
harnessing managerial talents from various sources, vh. public enterprises, 
government services and private sector industries, 

\Uinaxeineiit Irainiiu! :■ -The need for continuous training at the induc¬ 
tion stage followed by refresher courses for managers of public enterprises 
ill various levels cannot be over-emphasised. The government have accept¬ 
ed the lecomnwiidation of the Administrative Reforms Commission that 
the survey of additional requirements for managerial and technical man¬ 
power lor tlie fourth and fifth five year Plan pcrirKls should be further exa¬ 
mined by .1 Iwdy of experts. Tlie Bureau of Public Enterprisea has also under¬ 
taken in collaboration with the two tnslitiilcs of Management at Calcutta 
and AhmetiabaJ. Administrative Staff College of India, National Productivity 
Council and other institutions in the country, measures for ensuring co¬ 
ordination and arranging for the training of managerial iicrsonnel from pubUc 
saitcrpriscs in these institutions. During the peiiod August 1967 to Septem¬ 
ber 1968, for example, the various institutes conducted 39 (raining courses 
and in all ncailv .'lO officers from the public enterprises pariticipated in 
these progriinimcs. With the help of the Administrative Staff College an 
on-thc-spvit-survcy of the managcmcni training needs of individual public 
enterprises for the nest live vears has also been undertaken to identify the 
specific areas and needs oi surh training, in consultation with (he heads of 
tlie enterprises concerned 

(.1) Measures fur improving nunagemeni techniques 

Projeel prepavaikvt : A studv of the performance of the puUic enter- 
piiscs indicaiea that m a numbet ul projects, inadequate atumion at the 
planning stage has led to over-estimation of demands, prolongation of the 
period of construction, increase in capital cost estimates and delays in the 
uttatiuiicnv of the production targets. In s<rdcr to remedy iliesc deficiencies, 
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(he attention of ail concerned has been drawn to the requitement that a feaji- 
bility study should be made for all projects on the lines indicated in a manual 
specially prepared for this purpasc by the Planning Commission. This 
Manual requires that the feasibility studies should incorporate information 
on the pattern of demand, competitive po.sition, technical data, location of 
the projects, capital cost estimates, foreign exchange requirements, operating 
cost, profitability and return on investment. An analysis of the feasibilHy 
reports recently prepared in respect of some projects indicates that these are 
now prepared by and large on these lines. For all projects involving sire- 
able investment, it has also been prescribed that a complete Master Plan of 
construction should bo drawn up with the help of Net-work Techniques e./?. 
PERT and CPM, 

Eeimmy in amtrurUon Civil construction costs account for a subs¬ 
tantial part of the total capital investment in tlw public enterprises. Includ¬ 
ing the cost of township, this varies from 30 per cent to 40 per cent of tlie total 
investment in a project. .Specific measures have been taken to effect reduc¬ 
tion in cost of civil works. 

(i) Standards of housing for different pay ranges, specifications to be 
adopted, .scale of anKnities to be provided in (he quarters and alternative dc- 
•signs for various types of rc'sideniial quarters have been issued keeping in view 
functional requirements and comfort consistent with economy. Public 
enterprises have also been instructed to provide amenities in the townships 
such as schools, hospitals, community centres, etc., as well as utility services 
in accordance with certain prescribed standards and to phase the construc¬ 
tion of such facilities to meet only immediate needs. In areas where more 
than one undertaking is located, (he desirability of providing common coro- 
miinity facilities and services has also been impressed upon the public enter¬ 
prises. 

(ill Guidelines havx: also been issued on : («) use of new building materials 
such as liigh strength deformed bars now being produced in this country, 
which would lead to substantial reduction in the cost of reinforced con¬ 
crete works; (ft) procedure for detailed soil investigation so as to avoid 
change of .cite at any later date; (e) planning of land requirements for lay 
out in aunpact areas, so as to save on outlays on services, internal tranv 
port, etc.; and (</) public enterprises luvve been asked to keep rolls of contrac¬ 
tors, based upon their performance, which could be of use inter se and guide¬ 
lines issued for the work-load of various categories of construction staff, 
and for supervision charges during construction, etc. 

{Hi) Assistance is being rendered to the enterprises in the disposal of their 
surplus construction equipment, maleriais and stores by bringing the existence 
of such surpluses to the notice of others. In the deployment of their surplus 
construction staff to other undertakings, necessary assistance is also being 
provided. 

(/V) In ri^rd to the administration of townships, it has been decided 
that tlie township and connected facilities should form a separate unit of 
administration to be managed by a committee consisting of the oflicers con¬ 
cerned of the public enterprise and a few representatives elected by the staff 
and workers liv ing in the township. Moreover, in view of the fact that capital 
for construction of the township is provided by the central government, 
the provisions of tiu; subsidy as admissible under (he subsidised housing 
sclicnte should be made at the very beginning. 

Reporting System ;—(/) Any purposeful delegation of powers from the 
government to the enterprises as welt as within the management of the cnte^ 
pri-ses themselves should be accompanied by rationolisittion of tiK manage- 
ment. information systcitv. In this context it has been accepted that ib* 
annual reports to be drawn iip,by the public enterprises for submission to the 
Parliament and government should bring out clearly all essential aspects 
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idatinE to tiwir workUig wiUi special reTeKnee to (/) production, capacity 
and targets, 00 lovds of production achieved, end (Hi) perfonnance from 
^ri angle and foreign exchange earnings. Special problems affecting 
their performance and the reasons therefor should be incorporated in these 
reports. 

(ii) Within each enterprise also, the reporting system should be rationa¬ 
lised. The timely placement of essential data before the management about 
the performance of an enterprise is a necessary requisite for efficient manage- 
ment and fadiitatea sound business decisions. In this connection enter- 
prises have been asked to prepare'quarterly profit and loss accounts and cost 
statements and place the same before the management to enable them to 
review the perfonnance of the enterprise. To facilitate tite preparation of 
such quortarty reports government have drawn up suitable proformae which 
Inter alia cover the information on the following aspects e.g., (a) production 
and sales; (6) resources and their utilisation; (e) cash flow statement; (d) 
capital expenditure; (e) profit and loss position: (/) expenditure on over¬ 
heads and Or) man-power deployment. 

FInonrial Manafrement (f) One of the basic essential requirements 
of sound financial management is proper and up to date maintenance of 
financial and co.st accounts and especially the use of Standard Costing system 
which is an essential management tool for the purposes of cost control pro- 
vidiDg necessary data against which the actual performance can be compared 
and variations analysed. The enterprises have been asked to develop also, 
wherever possible, an integrated system of cost and financial accounts so 
as to avcffd frequent rconnciliation of figures between financial and cost 
accounts. Nearly 40 enterprises liave already developed proper costing 
systems and Others are in the process of adopting this. Over 30 enter¬ 
prises have adopted the integrated system of cost-rum-financial accounts. 
The Bureau of Public Enterprises is rendering necessary assistance for deve¬ 
loping costing systems in the various units, 

(if) A comprehensive budgetary system is also an integml part of sound 
financial management. It will help the management to review the actual 
performance as compared with the target and estimates. In case of indus¬ 
trial and commercial undertakings, it has been laid down that a comprehen¬ 
sive budgetary system should Inter alio include (a) capital budget—to cover 
the expenditure to be incurred on the approved schemes; (b) revonue budget 
—to prepare the plan of operation for each year showing profit and toss 
likely to be made; and (r) cash flow statement showing the inflow and out¬ 
flow of cash. Enterprises have been asked to prepare budget manuals con¬ 
taining the procedure and forms for the preparation of the budget, time 
schedule, channels of communications, etc. About 30 enterprises have now 
laid down the procedures and forms for Budgets and a number of enterprises 
have prepared their budget manuals. 

(ill) l^blic Enteipiises have been required to introduce performance 
budgets or business-type budgets and also undertake monthly reviews of 
sale, production and yield figures at each plant and unit. 

(it) It is necessary to build up an effective system of internal audit to 
review the soundness and adequacy of the existing systems, piocedures and 
controls in management and suggest suitable improvements, wherever neces¬ 
sary. As the size of the organisation grows the need for an effective internal 
audit department becomes alt the more oecessai)’. Nearly SO enterprises 
have already developed internal audit systems while others which ate under 
construction, ore in the process of estaUishiiig this. 

(v) The Board of Directors of the enterprises have been advised to 
review their working capital requirements periodically and th^ have been 
advised to aecore cash credit faciiities firom the State Bonk of India on the 
security of their cuirent assets. In cases where the mterprises are unable to 


secure their requiitmcnts of working capital on the security of their own 
assets flrrm the bank, the question of providing a government guarantee far 
this purpose will be considered. 

(rf) In regard to deprgciaiion policy and development rebate, detailed 
instructions have been issued to public enterprises. They have been instruc- 
ed that the siraiglit line method may be adopted for determining the amount 
of annual depreciation charges and the seme should be fully adjusted in the 
accounts of each year. 

Prklng poUeirs Guidelines have been recently laid down on the pric¬ 
ing policies to be followed by public enterprises. 

(/) Wherever there are statutory iqiuluiions or voluntary arrangemema 
of a tnnding type, introduced in the larger interests of the national economy, 
the enterprises would have to conform to such regulations. 

(f() A number of enterprises produce goods and services in open compe¬ 
tition with other indigenous producers in the private sector, and in respect 
of (heir products, the normal market foim of demand and supply w'ilt 
operate and their products will be governed by and large by the prices pre¬ 
vailing in the market. 

(Ill) In (lie case of enterprises which operate under monopolistic or semi- 
monopolisiic conditions it will be necessary, however, to have a prescribed 
procedure. The guidelines lay down that the pricing of their products should 
be within the landed cost of comparable imported goods; such landed cost 
would be the ceiling and within this wiling it would be open to the parties 
concerned to negotiate and fix prices at suitable levels. If, however, in assess¬ 
ing the landed cost there arc reasons to believe that the price of the imported 
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goo^s iite aitificiiilly.low or in other exception^ clrcutmunces it may he 
neceuary to have the pricee higher than the landai} cost, the matter chould be 
referred to the adminixlrative mhiKtry concemed for examination in depth in 
consultation with the Ministry of Finance, including the Bureau of Public 
Fnterprises and the Cost Accounts Organisation 

In the present context when many of the public enterprises have ceased to 
enjoy shcliered market conditions for their products there is particular need 
for strengthening their Commercial and Marketing Organisations. Public 
enterprises have been, therefore, advised to review and strengthen their orga¬ 
nisations for marketing so that they are able to promote the sales of their 
products both at home as well as abroad. 

Inventory control The total value of inventories held by the public 
enierpri.ses in regular operations as at the end of March 1968 was as high as 
Rs 873 crores, and every effort lus to be made to effect savings. A scries of 
i nstruciions have already been issued on the introduction of ratxiem and scien¬ 
tific lectmiques of nia(ery$ management. In addition, a detailed study 
of the levels of inventories and the system of inventory planning and control 
in selected public enterprises was undertaken by a special committee set up 
in the bureau of Public Imterpriscs, consisting of representatives both from 
the public and the private sector. As a result of this study, the level of inven¬ 
tories in the six unibi .so far examined has been scaled down from Rs 146 
crores to about Rs 70 crores. litis study is being continued so as to cover 
all the major enterprises. 

Labour retuiiom : - (f) It has lieen decided that there will be no objection 
in principle to have a representative of the workers on the boards of manage¬ 
ment. He should, however, be one actually working in the enterprise and 
moreover such repiesentation should apply only in the case of industrial 
units and nut in (he ca.se of financial and commercial enterprises. 

{ID The govcrnmcnl have also accepted the recommendation of the 
Administrative Reforms Commission (hat every enterprise should eflcctivciy 
discharge all the suiiuhiry obligations imposed on the employer by the labour 
laws. The Department of l,abour and Fjnido^'mctit has already under¬ 
taken studies of public enterprises with a view to preparing a periodical 
review of the working of labour laws and industrial relations machinery in 
each enierpi isc. It hits also been accepted (hat there should be professionally 
sjualilied and experienced labour olliccrs at sufficiently senior levels in tlie per¬ 
sonnel deiiartnieiUs of ptiMic enterprises. 

(ill) Public Fnterprises linvc also been asked In adopt appropriate work 
standards and oihci control techniques from the very beginning to ensure 
(liar surplus lab,iur is not recruited by them. As regards ovc^staffiag which 
has already taken place in some of the public enterprises, the following mea- 
aurcs have also been taken ; • 

(<i) Entcipri<es are being asked not to go in for any further recruitment; 
all normal \ac.incic.sTa he taken c-sre of by the existing surplus staff, though 
there could be exception for skilled categories etc., which cannot be filled 
except by additional rccruiimmi; (hi special training programmes have been 
taken up so that surplus Libour (such as used in construction work) can be 
employed in vacancies for skilled and semi-skilled slalT; (r) the use of Public 
Sector Construction C'orpurations in a larger measure than hitherto; and 
(d) the feasibility of framing scheme for voluntary retirement bcocHts as hat 
been done already by some enterprises such as Ncyvcii 1 ignite Corporation 
Ltd, National Mineral Development Corporation Ltd, etc. 

(4) Audit and Appraisal 

It has already been accepted that there should be effective preriodicol re¬ 
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views and appraisab of the perfornaiMe of public eMnptiiM. 

(i) In the first instance Ibis is being done by a proper system of pres¬ 
cribed returns and reports Grom the enterprises to the ministcries etc., in res¬ 
pect of their activities. The administrative ministries have also appointed, 
wherever necessary, special committees such as the nmde Committee on 
Durgapur Steel Plant, Tandon Committee on State Trading Corporation 
etc., for going into the working of the concerned entoprises and recommend 
measures for improvement in performance. 

(ID Further, the Bureau of Public Enterprises, in consultation with the 
administrative ministries has undertaken periodical petformanoe appraisals. 
These appraisals seek to review the performance of the enterprises against the 
background of the rated and installed production capacity to ascertain reasons 
for shortfall in production, if any, and focus attentiem tm factors that ndli- 
tatc against efficiency. Remedial actions, wherever necessary, are also 
suggested. Such technical-niin-financlal reviews have been so far prepared in 
respect of ten enterprises. The reviews prepared by the Bureau are brought 
before government at appropriate levels and directions arc given indicating 
the lines on which further actions have to be taken. 

Appraisal by Audit Boards (—Pursuant to the reconunendations of the 
Administrative Reforms Commission, it has been decided to set up audit 
boards for specific sectors of public enterprises. In eiftet there will be one 
audit board with three permanent members, and two part-time members 
who could be specifically selected for different sectors of puUic enterprises, 
the three permanent members to be appointed by the Comptroller and Auditor 
General. The present audit by the statutory auditors would also continue 
under the aegis of the audit board. The two part-time members will be 
appointed in consultation and with concurrence of the Comptroller and 
Auditor General by the administrative ministry responsible for the enter¬ 
prise under review by the audit board. The audit boards will be under the 
jurisdiction and control of the Comptroller and Auditor General and will 
be part of the Comptroller and Auditor General's organisation. The arrange¬ 
ments under the new system will not detract from the Ctrnipuolier and 
Auditor General's right to undertake any special or^supplementary audit if 
he considers it necessary. 

Both the regularity and the propriety-nmi-efficiency audit of puUie 
enterprises will be conducted through the instrumentality of Audit Boards. 
The Comptroller and Auditor General even now gives directives and lays 
down guidelines on tlte conduct of both sudi audits. The powers of the 
Comptroller and Auditor General in this respect will continue even after the 
audit boards are set up and, in the case of the propriety audit, be could, if 
necessary, u.se his own staff in eo-orrlination with the boards. 

These audit hoards would also conduct, in addition, periodical and 
comprehensive appraisals of public sector undertakings. The conimeats of 
the audit boards will be incorporated in the Audit Report (Comnierdal) 
placed before FarliamenL 

CoBclusHm 

It is hoped that the above measures directed towards better planning, 
unproved management and more purposeful guidance of public enterprises 
would contribute significantly to the improvement of their performance add 
profitahility in the coming years. This, however, has to be a continuous pro¬ 
cess and the need for remedying deficiencies, wherever they exist, and for 
introducing new meaaures to improve managerial and operational eSicieney 
win have (0 engage the constant attention of tlw managements, and the 
government. 
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This Petulant Prime Minister 

BETWEEN THE specific pleas or suggestions in the address of the 
outgoing President of the Federation of Indian Chambers of Commerce 
and Industry at the inauguial meeting of the 42nd session of the 
Federation held in New Delhi over the weekend and the react ions 
to them expressed by the Prime Minister in her speech on the same 
occa-tion. there was more common gixiund than Mrs Indira Gandhi, thanks 
t(7 her peculiar political orientation, was prepared to concede publidy 
When Mr G. M. Modi entered a caveat against any fuither extension 
of the area of government controls, he was only protesting against 

: the departures, actual or threatened, from the prevailing trends in the 
government’s own thinking. 

' The Prime Minister admitted as much when, after making a 

predictable reference to govei nment controls as an altci native to voluntary 
di.scipline in industry and commerce, she reiterated the known offidal 
decision that, in the fourth Plan, a much higher degree of freedom and 
flexibility than was allowed before would be permitted to the private 
sector in selecting or pursuing schemes of industrial investment. The 
Prime Minister also confirmed that licensing policy would be further 
liberalised making it possible for new industrial projects, not involving 
any expenditure of foreign exchange, to be undertaken free of the 
formalities of licensing. Given this attitude on the part of the govern¬ 
ment, Mr Modi was merely suggesting that it should be true to its own 
professions when he objected to some ministry or the other or somebody 
or the other in the government casually playing with ideas of adding 
more controls to those already existing. 

Similarly, on the issue of delays in decision-making or adminis- 
tiation, the I^ime Minister necessarily had to agree with Mr Modi’s 
austerely factual statement that these delays were serious, that they 
were extremely tmdesirablc and that they had to be eliminated. It is 
true, however, that although Mrs Gandhi yielded on this point, she did 
not do so with good grace, but had to appeal to some mysterious, if 
not mythical considerations of public policy or social interest to justify 
the government’s inability and unwillingness to make up its mind one 
way or the other even on industrial projects of basic importance and 
grave urgency. 

The Prime Minister ignored the points made in the FICCl Pre¬ 
sident's address in favour of a liberalisation of fiscal policies so as to 
promote savings, investment and industrial development. Thi.s could be 
because she chose to regard this part of Mr Mndl’s address as falling 
within the category of ‘Ventilation of complaints", to which she bad 
expressed an allergy at the very outset of her speech. Mrs Gandhi, 
however, sought to compensate for this omission by delivering a plati¬ 
tudinous sermon on the convenient political theme of "affluence in the 
midst of poverty". This, again, was consistent with the image of herself 
which she and those around her have been sedulously promoting for 
her and their political purposes. 

Believing or having been led to believe that her political salvation 
or perhaps even her ptilitical survival depends on constantly presenting 
herself as a leader of government who is increasingly left of centre, Mrs 
Gandhi, naturally could not let go the advantages of the occaaion to 
castigate the ariti-social anomaly of pockets of affluence existing in a 
country of mass poverty. She was of course less than honest or fair 
when she implied or insinuated that the. business community was 
indifferent to the problem of pdverty or thht it was profiting from the 
persistence of this problem. If anything, it is the politicians who exploit 
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the issue of poverty ftir furthering their own profes¬ 
sional interests since it is so much more easy to do this 
than to build or strengthen their position by providing 
good government to the people. The manufacturer and 
the merchant, on the contrary, can only gain from a 
growing ability of more and more people to buy and 
consume more and more goods. Today, more than ever 
before, there is need for the leaders in government 
and political life to eschew cheap politics and offer 


honest response to the creative and constructive forces 
and mstitutions in the community. It is regrettable, 
but not surprising that this higher statesmanship sO' 
obstinately eludes Mrs Indira Gandhi. She spoke 
rightly of the decline in greatness since the days of 
the giants of our freedom struggle. Nowhere has this 
devaluation of character or ability proceeded farther 
than among the politicians in power. 


Excise & Export Duties in the Budget 


TflE DEPUTY Prime Minister and Minister for Finance, 
Mr Morarji Dcsal, has been criticised lor extending 
central excise taxation to fertilizers and power-driven 
pumps. Fertilizers have been subjected to an ad volorem 
duty of 10 per cent. The levy proposed on the power- 
driven pumps is 20 per cent ad valorem. These imposts 
have been seriously objected to on the ground that 
they will retard the modernisation of our agriculture 
and come in the way of the country becoming self- 
sufficient in foodgrains and several other essential 
agiicultural raw materials. 

There is no denying the fact that the recent upswing 
in agricultural production has been assisted to a great 
extent by the increasing application of fertilizers and 
the extension of irrigation facilities in which the role 
of power-driven pumps has been of no small importance. 
But is the feeling that the proposed excise levies on 
fertilizers and power-driven pumps will discourage our 
agriculturists from going in for these aids to efficient 
farming warranted at all? 

So far as fcrtilizeis arc concerned, the sharp increase 
in their prices following the devaluation of the rupee 
in June 1966, and the withdrawal of subsidy in most 
states sub.sequcntly, had apparently not hindered their 
popularisation. Between February 1, 1966, and April 
19, 1968, the pool price of urea, whether sold in bulk 
for use in plantations or by cultivatoi-s, for instance, 
went up from Rs 681) to Rs 860 per tonne. The price 
of ammonium sulphatt' went up during this period 
from Rs 405 to Rs 502 per tonne. Despite the sharp 
increase in prices, the distribution of urea rose from 
about 301,900 tonnes in 1965-66 to nearly 596,900 tonnes 
in 1966-67 and to as much as 1.03 million tonnes in 
1967-68. The offtake of ammonium sulphate went up 
from 1.27 million tonnes in 1965-66 to 1.58 million tonnes 
in 1966-67. In 1967-68. it fell to 1.23 million tonnes, 
but this perhaps was due to some agriculturists 
favouring other nitrogenous fertilizers. In terms of the 
plant nutrient value, the distribution of nitrogenous 
fertilizers, all types, went up from 582,588 tonnes N 
in 1965-66 to 830,171 tonnes N in 1966-67 and to nearly 
1.34 million tonnes N in 1967-68. The offtake of phos- 
phatic fertilizers increased from 134,075 tonnes P205 in 
1965-68 to 274,601 tonnes in 1966-67 and to nearly 438,168 
tonnes in 1967-68. The distribution of potassic fertilizers 


went up from 89,631 tonnes K20 in 1965-66 to 133,666' 
tonnes in 1966-67 and to nearly 205,750 tonnes in 196i-68. 

This should make it abundantly clear that the price 
of fertilizers is not the only consideration that guides 
the response of agriculturists to their use. If higher 
pri(%s still leave a margin of profit to the agriculturist, 
he will surely go in for this input. The proposed excise 
duty on fertilizers, which will raise the present price 
of urea by about eight rupees per bag and that of ammo¬ 
nium sulphate by about five rupees per bag, can be 
easily absorbed by agriculturists if they are assured 
that the prices of farm products will not be allowed to 
fall significantly. 

Another important fact that is to be noted in this 
connection is that, towards the end of the last calendar 
year, the prices of indigenous fertilizers were reduced 
by manufacturers by about 3.5 per cent. So actually 
the proposed excise levy will push up the prices of these 
fertilizers by about 6.5 per cent over the levels obtaining 
a year ago. This is insignificant as compared to the 
sharp rise in prices after the devaluation of the rupee 
and the withdrawal of subsidy in most states. Further 
cuts in prices by indigenous manufactureres, as their 
production goes up resulting in economies of scale, are 
also not ruled out. As regards imported fertilizers, 
the fall in prices over the past three years has been 
nearly 20 per cent in most cases. Provided adequate 
promotional effort continues, there is no danger of the 
consumption of fertilizers being adversely affected by 
the proposed excise duty. 

Fears that the demand for power-driven pumps 
would go down as a result of the proposed duty perhaps, 
however, are not wholly unjustified. Untill now there 
was no excise duty on pumps; it was levied only on 
petrol/kerosene engines and electric motoi-s. The most 
imporiant prime-mover particularly for portable pumps, 
i.e., diesel engines up to 10 h.p. was not subjected to 
any excise levy. Further, until recently, practically 
every state was allowing a subsidy on pumps for agri¬ 
cultural purposes on rates varying from 20 to 50 per 
cent. Taking into consideration the withdrawal of this 
subsidy and the incidence of the proposed excise duty, 
even if drawback is allowed on the excise on prime- 
movers wherever It was applicable hitherto, the increase 
in the cost of installing 'pumpsets may be anything 
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between 40 and 70 per cent. The more affluent among 
the peasantry may be able to afford this additional 
expenditure, but how far the smaller farmers will be 
able to do so is a moot point. 

Criticism being directed primarily against the pio- 
posed excise levies on fertilizei's and power-driven 
pumps, the Implications of the increase in the tax bu. den 
on three petroleum products, namely motor spirit, 
superior kerosene and lubricating oils, and two other 
commoditiea—free-sale sugar and jute manufactures— 
have escaped the attention of most critics. The excise 
duty on superior kerosene has been raised from Rs 165.25 
to Rs 205.25 per kilolitre, primarily with a view to 
checking adulteration of h^h-speed diesel (HSD) oil 
with superior kerosene by commeicial t. ansporiers 
because of the comparative cheapness of th? latter. 
The rationale behind the seven paise per litre increase 
in the excise duty on motor spuit presumably is to 
curtail the demand for this product so that the avail¬ 
ability of naphtha is increased to meet the growing 
requirements of this important feedstock of the ferti¬ 
lizer industry. Lubricating oils have been subjected 
to 12.5 per cent higher import duty so as to bring this 
levy at par with the levy on machinery and also to 
give a slight edge to the indigenous p.oduct over 
foreign supplies. The increase in the burden o* excise 
duty on free-sale sugar—estimated between 35 and 40 
paise per kg—results from the changeover of the system 
of levying this duty from specific to ad valorem basis. 
The excise duties on hessian and other jute manufactures 
have been raised by Rs 100 per tonne so as to compen¬ 
sate for part of the loss resulting from the scaling down 
or abolition of export duties on some jute manufactures. 

So far as petroleum products arc concerned, the 
increase in the tax burden on them is bound to be re¬ 
flected in higher transportation costs. The higher prices 
of motor spirit will result in demand for an upward 
revision in passenger fares by city transporters. Al¬ 
though the tax on HSD, which is the primary fuel 
for commerdal transport, has not been stepped up, the 
attempts at stopping adulteration of superior kerosene 
with HSD will surely raise the fuel bill of commercial 
transporters. The increase in the burden of tax on 
lubricating oils will not only affect adversely transpor¬ 
tation costs but also production costs in industry as 
well as in the mechanised agricultural sector. 

It needs to be appreciated that the successive 
increase in the tax burden on the road transport industry 
since 1956 has contributed to no small extent to the 
accentuation of the inflationary tendencies in the eco¬ 
nomy. In early 1956, taxation formed about 50 per 
cent of the consumer price of motor spirit (Bomimy) 
and nearly 21 per cent that of HSD. By 1965, the tax 
content in the two consumer prices had gone up to 
60.5 and 79.8 per cent respectively. Before the budget 
it was 77.5 and 76.5 per cent. But this decline in the 
tax burden was due to the fact that the production 
cost^ of motor spirit and HSD, as of other petroleum 


products, rose sha;ply following the devaluation of the 
rupee. The tax on petroleum products in our country 
is about the highest, in the'workh' iTiere was a case 
for the scaling down of this tax burden in thi imerest 
of biinging down the price level. The additi nal taxa¬ 
tion, therefore, can hardly be justified. An inclden'al 
result of the stepping up of the exci»! duty on superi^'r 
kei-osene has been the increase in the fuel bill of the 
Indian Airlines by neai'ly Rs 70 lakhs. The hope that 
the lAC should start showing profits from this year 
may, therefore, not materialise unless it is allowed to 
pass on the increased fuel costs to the consumers In 
the shape of higher fare and fnnght charges. 

The increas? in the excise bu.den on jute manu¬ 
factures similarly is bound to have an advei'se effect 
on the price level, for packaging costs will go up. But 
a more serious objection to this upward revision is on 
account of the likely repercussions it will have on the 
production costs of industry. If domestic deiwand suffers 
as a result of the increased tax burden and this is not 
cotmlerbalanced by a corresponding growth in exports, 
the scale of production should shrink, leading to higher 
production costs. The enhancement of the exdse duty 
.m free-sale sugai may go against the interest of cane- 
growers. The high free-sale prices of this commodity 
have begun provoking consumer resistance. If the 
free-sale prices cannot be increased further, the industry 
will have to shoul<ter a part of the additional burden. 
It may not therefore be in a position to pay the M gh 
prices for cane supplies which the centra] government 
is virtually compelling it to pay at present. 

If the implications of the increases in excise levies 
on petroleum products, jute goods and free-sale sugar 
have escaped the notice of many a critic, the incentives 
provided by the Finance Minister for exports of jute 
goods and tea have been exaggerated. Thanks to the 
tardy pace of governmental action, we have already 
lost to Pakistan all exports of sacking cloth to the 
non-communist world. About five years ago, our sack¬ 
ing exports were of the oidcr of 400,000 tonnes per 
annum. Two years later, they dropped to about 
200,000 tonnes. In 1968, we exported just about 84,000 
tonnes of sacking. During the current calendar year, 
these exports are not expected to exceed 25,000 tonnes. 
These will be confined to the rupee payment countries: 
no expoi-ts are likely to the non-co mmunis t world 
despite the reduction in the carport duty from Rs 250 
to Rs 150 per tonne. The price differential on saclring 
enjoyed by Pakistan is said to be so large that even 
a subsidy of nearly Rs 500 per tonne would not help 
in recapturing our export trade in this line. As against 
this, the export duty has been scaled down by just Rs 
100 per tonne. 

What has been happening to sacking exports may 
soon be the lot of the export trade in hessian and carpet 
backing as well. The Industry had argued not only 
for the abolition of the export duty on hessian, but 
also a cash subsidy of Rs 200 per tonne in view of the 
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diffc.vnce ol nearly Rs 70^ per tonne in the prices oi 
mr hessian vis-a-vis the prices of owr main competitor, 
Pakistan. In regard to cazpet backing, reduction in 
export duty had been demanded by the industiy in a 
phased manner. Both these expectations have been 
belied. While the export duty on hessian has been 
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production will compai-e quite favourably with ours. 
The resulting empetitoin to our jute goods eiqjorts can 
well be imagined. The incentives required for our jute 
goods exports should, therefore, be designed talHn g fuj] 
cognizance of this fact. 


reduced from Rs 500 to Rs 200 per tonne, no relief 
has been granted in the levy on exports of carpet 
backing. The competition from Pakistan is growing 
fast. The threat from synthetic substitutes is also 
bec-iiming acute. 

As against Pakistan's jute goods production till 
laltly being nearly 50 per cent hessian and carpet 
backing, it is expected to be about 70 per cent hessian 
and carpet backing in the next few months. Pakistan 
is cui iently prtiducing at the rate of 35,000 tonnes of 
jute goods a month, of which 30,000 tonnes are exported. 
By 1972, Pakistan's monthly exports are expected to 
grow to 50,000 tonnes. By 1975, they may reach the 
level of 70,000 tonnes a month. As against this we are 
producing currently just about 70,000 tonnes of jute 
goods per month. Even if we go back to the level 
of output in 1965 of nearly 1.4 million tonnes, Pakistan’s 


The incentive provided for tea ejq>orts similarly 
considerably falls short of what is warranted. Our 
competitors in the tea market today are the east African 
countries where the tax burden is much lighter than 
in our country. The industry has been pleading for 
the abolition of the export duty and reduction in the 
excise duty on tea. As against this demand, the con¬ 
cession on loose tea amounts to about 85 paise per kg. 
Nearly 66 per cent of the tax burden on tea exports 
still remains. It is true that, in the interest of main¬ 
taining the unit value of tea exports at a reasonable 
level, some tax burden will have to be there on these 
exports. But will it not be desirable to abolish the 
export duty altogether and reduce the drawback of 
excise duty? On consumer packs, which bring in higher 
exchange earnings, the case for the abolition of export 
dut.v is all the more strong. 


Raw Jute: Who Gains from High Prices 7 


THE SLOW progress towards self-sufficiency in raw 
jute in our country has been due not so much to adverse 
weather hut the want of energetic end systematic 
efforts. This was clearly revealed during the fourth 
meeting of the Indian Jute Development Council held 
in Calcutta on March 1,1969. Mr Dinesh Kumar Singh, 
the council's chairman, said that the “weather has 
been unnecessarily emphasised for this year’s fall in 
production’’. He had estimated that even vrtth congenial 
weather, the area imdcr jute would not have gone above 
1.7 million acres against the last year’s 2.2 million acres 
because of the “unduly low” piices prevailing in the 
peak marketing season. Bad weather reduced the area 
tother to roughly 1.35 million acres. He suggested that 
“insincerity of purpose” and defects in policy were 
mainly responsible for not providing minimum price 
to jute growers, and warned that fluctuations in prices 
and production should not be allowed to recur. 

Though the price of raw jute ruled quite high in 
the 1968-69 season, the grower did not seem to have 
fully tx'nefited from this trend. On July 1,1968, Assam 
White Bottom was quoted at Rs 52 per maund as com¬ 
pared to Rs 46.10 per maund at the opening of the 
preceding season. The attempts to stabilise prices by 
hxing ceilings on the fibre-holding of mills, by an-ang- 
ing imports, by checking speculation and by curbing 
the domestic demand for jute goods did not, however, 
have much success. Towards the end of December 1968, 
the weekly average price of raw jute at Calcutta soared 
to Rs 76. compared to Rs 38.58 in the Similar period 
of the previous year. According to official estimates, 
while the rise in the prices of Assam Bottom at Calcutta 
over the last year was 41.63 per cent, the increase at 
the growers' level was 46.52 per cent. In the case 


of Northern White Bottom the percentage rise in price 
in Calcutta was 73.10 compared to only 37.49 per cent 
at the grower’s level in October. 'The problem of 
ensuring a fair return to the grower and protecting his 

ESTIMATED SUPPLY-DISTRIBUTION OF RAW JUTE 
_DURING 1968-69 

Opening stocks 
Production 
Imports 
Total supply 

Mill consumption 
Village consumption 
Exports 

Total distribution 
Balance 


PROJECTED SUPPLY-DISTRIBUTION OP RAW 
JUTE IN 1969-70 


Opening stock 

0.773 million bales 

Production 

7.636 


Total supply 

8.409 

»> ta 

Mill consumption 

6.800 


Village consumption 

0.200 


Export 

0.100 


Total distribution 

7.100 


Balance 

1.309* 

99 99 


* Out of which 300,000 bales wUl be hdid ai Wifl w 

afnMp 


1.9fl0 million bales 
4.873 „ 

0.500 „ 

7.273 „ 

6.200 „ 

0.200 „ 

0.100 „ 

6.500 „ „ 

0.773 „ 
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interests has been discussed at various levels in the past 
but effective action is yet to be taken. For inatanw, 
it has been pointed out that the Begulated Market Act 
has yet to be enforced in West Boigal and Assam while 
in other jute growing areas, its implementation has 
not been satisfactory. Moreover, the attempts to evolve 
standards on scientific lines in regard to grades have 
been making only tardy progress. It is not surprising 
thei'efure that the cultivator docs not take cnthusiasti- 
caily to the quality improvement programme for jute 
and mesta. Apart from the attractive prices for food- 
grains and the adverse weather, the factors that have 
slowed down the progress of the quality improvement 
scheme include considerable delay in mobilising the 
field staff entrusted with this work, use of defective 
seed drills and wheel hoes, and malpractices in the 
arrangements for urea distribution. An official note 
recently disclosed that many seed drills in some states 
were lying idle in godowns. 

The raw jute supply during 196^^9 is estimated at 


7.273 million bales and the demand at 6.500 million 
bales leaving a balance of 773,000 bales. The 
estimated supply and distribution of raw jute 
during 1968-69 and 1969-70 are given in tables 
on page 598. The government, however, appears 
to have forecast the demand for 1969-70 at 7.4 million 
baieo—mill consumption 7.1 million bales, village con¬ 
sumption 200,000 bales, and exports 100,000 bales—and 
has suggested a pi-oduction target of 8.0 million bales. 
Whatever may be the final estimates of demand and 
supply, it is clear that the jute industry will continue to 
require increasing quantities of fibre, especially of the 
superior variety. With the reduction in the expoit 
duty, increased attention to reseaich and intensive 
efforts to sell, the foreign demand for our jute goods 
may be expected to increase. It is important therefore 
that, as Mr Dinesh Kiunar Singh said, “no lapses, fuum- 
cial or organisational, should be allowed to creep into 
the vital sector of development programme for raw 
jute." 


Wanted: Minimum Programme for Essential Growth 


WE HAVE no doubt that what Mr G. L. Mehta Chair¬ 
man of the Industrial Credit and Investment Corpora¬ 
tion of India Ltd (ICICI), said in his statement this year 
will carry (wnviction with the authorities. His sugges¬ 
tions are as timely as they are pragmatic. Take, for 
example, his plea for a positive policy for charting the 
course of the economy over the coming years. “Now 
that signs of economic revival are clearly visible,’* he 
argues, “it is necessary to lay down a minimum pro¬ 
gramme for essential growth and policies intended to 
achieve them.” Without merely pontificating pompously, 
the ICICI chairman has also spelt out the minimum 
essential programme for growth as well as the policies 
which, in his opinion, should help achieve it. 

A major element in any such programme, according 
to Mr Mehta, is promotion of agriculture and exports. 
Inasmuch as the breakthrough in our agriculture has 
been brought about by the use of fertilisers, among 
other inputs, and the demand for it is also likely to 
grow for several years to come, Mr Mehta has urged 
the government to initiate feasibility studies for new 
fertiliser projects based on different feedstocks and 
locations, after talcing into account all the available 
alternatives before it About exports, the ICICI chief 
has'done well to sound a note of caution against pre¬ 
mature complacency by pointing to the still bare scrat¬ 
ching of the surface as it were in regard to non-tradi- 
tional goods. "It has to be recognised," he has said, “that 
the absolute level of such exports at about Ks 60 crores is 
still small; of total eiqiorts they still form only five per 
cent and, of total industrial production, less than two 
per cent. There is, therefore, no cause for any slack¬ 
ness or cmnplacency in the export effort." No one who 
has some idea of our mounting debt servicing charges 
year after year as also the likely slowdown in foreign 
aid. will find any difficulty in appreciating the impera¬ 
tive need to step up our exports, in particular of non- 
tradltkmal items. 

On the InduatFial front, again, Mr Mehta has hit out 


at the tendency to rely on a general recovery in the 
market and to think that it would of its own accord 
generate a programme for industrial growth. Any such 
programme must take note of two important factors: 
fu-st, examination of the constituents of demand for 
different products and the factors governing their 
growth, and, second, provision of sufficient supplies 
where adequate demand exists to enable industry to 
meet the demand, more particularly in respect of im¬ 
ports. In regard to the former, the ICICI chairman has 
refen-ed to the role of the government as a consumer 
of a number of industries, such as railway wagons, elec¬ 
tric cables, meters and cast iron spun pipes, and sug¬ 
gested that it should be possible for the government to 
plan ahead its expenditure and to indicate the extent 
of its likely demand. While on this point, he has had 
a dig at our government for being ever so ready in 
offering advice to foreign governments regarding 
lovision of their annual budgeting procedures for pur¬ 
poses of giving aid to us on a five-year basis without 
even pausing to commit itself, at least in the matter 
of development expenditures, over the plan period. 

Another vital question is the amount of foreign 
exchange as well as of rupee finance that even a mini¬ 
mum programme for essential growth entails. It is on 
the cards, as Mr Mehta has underscoi-ed, that, in some 
respects, the foreign exchange consti-aint may become 
more serious still in the next few years. In view of 
this, it is imperative to make a realistic estimate 
of the requirement of foreign exchange at a level 
where capacity is fully utilised, as also of the require¬ 
ments, both on capital and current accounts, of any new 
programmes that may be undertaken. Without this 
precaution, we would only be perpetuating the continual 
"stop-go” calls to our economy that a severely constrict¬ 
ed foreign exchange budget imposes. Here, again, the 
priorities indicated by Mr Mehta are sound and sensible. 
The first priority, as he has said, should be to take 
steps fully to utilise the already established capacity. 
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and, here, it is the duty of the govenuoent, which is the 
pi'edominant consumer of the prodt^ of most of the 
industiies involved, to raise the level of its outlay. The 
government too stands to benefit doubly by this, first, 
by way of the excise and tax revenues on the increased 
production and, also, by providing a strong base for a 
determined export effort in the shape of the resulting 
large and stable domesiic demand. In this connection, 
Mr Mehta lias called for a switch-over to more sophisti¬ 
cated and skill-intensive industries and such industries 
as have a large value-added content, e.g. computers and 
helicopt!'! s. 

Certain consequences stem from the measures out¬ 
lined above. Thus, increased investment in agricultui-c 
will cull fur an ambitious progiamme of transport. 
As Mr Mehta has observed, “road transpoit is an essen¬ 
tial industry, and it would not be ambitious to plan to 
double automobile production over the next five years. 
Such a programme would also expand considerably the 
activities of seveiai ancillary industries. Moreover, it 
would help to develop a broad group of industries (xm- 
nected with automobile manufacture and thus help eco¬ 
nomic recovery." Equally powei ful would be the pull 
of ruial demand for more power. When distribution 
facilities for power are expanded, there will be improved 
demand for cables, tiansformers, switchgears and 
switches, among others. With more prosperity in the 
rural areas, there will also be demand for location of 
more industries in these areas, as well as umpteen 
others that come under the comprehensive term “infra¬ 
structure”. 

All this talk of essential economic growth is fine, 
but what about the large investment outlay it will need? 

It is precisely to ptn-p«.iint this paramount need that Mr 
Mehta seems to have prefaced his speech with the plea 
fur both fuller utilisation of existing capacity and crea¬ 
tion of increased capacity. In the past two or three 
years, we have experienced a virtual stagnation in in¬ 
vestment activity, which explains why even investment 
institutions such as the ICICI had to go after customers 
or cajole them not to postpone or drop their projects. 
But this position has begun to change and Mr Mehta has 
vLsuaiised a sizable impact on the magnitude and struc- 
luie of institutional finance as the pace of industrialisa¬ 
tion inci eases. One notable addition to the available 
facilities lately has been the introduction of merchant 
banking facilities in the country, which is a welcome 
development, as the ICICI chief has indicated. But 
the large demand for rupee finance that is expected to 
be created when the essential programme for growth 
takes shape will not only ta.s those facilities but the 
resources of all the existing financial institutions. 
Accordingly, Mr Mehta has cxpre.ssed the view that the 
"government should make long-term and self-operating 
arrangements (over and above the present od hoc system 
of providing finance which is necessarily subject to the 
vicissitudes of governmental finances)'to meet the rupee 
needs of the finance institutions." One suggestion, or 
rather a reiteration of an earlier one, is that the bonds 
and issues of a finance institution such as the ICICI be 
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declared Trustee Securities, .so that firms whose invest¬ 
ment policies ai-e statutorily controlled can invest in 
such bonds and issues. The arguments in support of 
the suggestions are: i) that a part of the flow of funds 
in the economy emanates from industry and it is neces¬ 
sary that at least some proportion thereof is dirocUy in¬ 
vested in industry and li) that the bonds and issues of 
the finance institutions must, in fact, be preferred, inas¬ 
much as they are set up by the goveriunent and also 
receive financial suppoit from it. Since this suggestion 
was mooted—by Mr II. T. Parikh, we believe, tor the 
first time—the resistance to it, especially from those in 
charge of provident Junds, has perceptibly softened, 
and it should nut be a surprise if the relevant rules are 
soon relaxed to allow of the proposed changes. The 
ctintinucd resistance to utilisation of even some portion 
of provident fund balances is as anomalous as to conti¬ 
nue not to iccognise the units of the BTI as Trustee 
Securities. 

If Mr Mehta has pleaded for a switch-over to mure 
sophisticated industries, he has also shown his aware¬ 
ness of the need for moro foreign exchange that this is 
certain to entail. But from a perusal of his speech, one 
gets the impression that the ICICI is foitunate enough 
in securing all the foreign exchange needs of its clientele 
to which it is committed. It has already had seven lines 
of ci-edit each from the World Bank and KMF (West 
Germany), the former aggi-egatiug $165 million and the 
latter totalling DM 72.5 million—a further line is to be 
negotiated with either this year, we are told. Negotiations 
are also said to be under way for a line of credit Irom the 
UK government. Few institutions can boast of similar 
sure sources, but then not all of them can claim to have 
had the same satisfactory record of working either, as 
the ICICI, which, despite the recession, has managed to 
maintain its earnings and dividend alike. 
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Double Ballot for Stability 

K. SANTHANAM 


U{ INDIA, elections to the House of the People and the state 
assemblies are based upon single-member constituencies as 
in the UK and the USA. From the point of administrative 
convenience, it is certainly the simplest system. Where 
politics is organised bn the two^arty system, it tends to give 
to the successful party a larger number of seats than is 
warranted by the number of votes in its favour. Logicaliy, 
a party can have 51 per emit votes in all the crnistituendes 
and therefore obtain 100 per cent of the seats for 51 per cent 
of the votes. In actual practice, this does not happen but 
such distortion always occurs to some extent. Front the point 
of view of political science, this may appear to be unfair 
but such exaggeration of the majority is held to be a ment 
as it provides greater stability. In any case, the actual size 
of the majority is not such an important matter whne the 
people have necessarily to turn to the opposition if It is 
dissatisfied with the ruling party. 

The same considerations cease to apply where a large 
number of parties contend against one another as happened 
in the general election of 1967 and in the recent mid*term 
elections in Haryana, Uttar Pradesh, Bihar, Bengal and Punjab. 
In many constituencies, the winning candidate got onlr a 
minority of valid votes and was able to succeed only because 
the majority of the votes were divided among other contesting 
candidates. For the first two elections after Independence, 
seats for the schedtiled castes and scheduled tribes were 
reserved in double-member constituencies and there were a 
lew constituencies even with three members. But as the 
number of voters in a double-member parliamentary consti¬ 
tuency was nearly a million and in an assembly constituency 
nearly 900,000, they were all split up into single-member 
constituencies. 

Interesting Analysis 

I have tried to analyse the voting for a batch of 126 seats 
in the recent mid-term polls in Uttar Pradesh. The results 
are very interesting. Of the 128 successful candidates, only 
24 got over 50 per cent of the valid votes, and the party compo¬ 
sition was as follows; Congress 12, BKD 8; Jena Sangh 1; 
and SSP 3. Thirty-three members got between 40 and SO per 
cent of the valid votes. Of these, 10 went to Congress, 0 to 
BKD, 5 to Jana Sangh, 1 each to SSP, Swatantra and CPI 
(R). No less than 56 members were elected'with less than 
40 per emit of the votes but more than 30 per cent. They 
were respectively Congress 24, BKD 14, Jana Sangh 12, SSP, 
PAP and Independent one each. Lastly, 15 members were elected 
with less than 30 per cent of the votes of whom 3 were Congress, 
6 BKD, 2 Jana Sangh and 4 SSP. Of the defeated candidates, 
3 belonging to the Congress, 2 to BKD and 3 to Jana Sangh 
stood second in those constituencies where the successful 
candidate got between 40 and 50 per cent of the votes. The 
similar figures for those who came second in the constituencies 
where successful candidates got between 30 and 40 per cent 
and below 30 per cent were as l<dlows; — 

Congress 12, 24; BKD 11, 14; Jana Sangh 7, 10; SSP 3. 
4; Swatantra 0,1; CPI (R) 4, 1; Independoita 2, 0, 

If the princiide were adopted that in order to succeed 
a candidate should obtain not less than SO per cent of the 
valid votes cast and where no person got SO per cent, there 
should be a second baUot In which the only candidates would 
be the first two getting the highest votes, it would have two 
salutory effects. It would ensure Uiat every elected member 
obtained the support of a majority of the voters of his consti- 
tuwey. Second, many candidates who have now succeeded by 
minority votes might be defeated la ttw second ballot 


In the results analysed, it is highly probable that most 
of the 14 Jana Sangh candidates. 8 S^ candidates, 1 PSP 
and 1 Independent who won with less than 40 per cent of 
the votes would have been replaced by either a Congress or 
a BKD candidate and in the final result these two parties 
would have dominated the Assembly, one of them having 
distinct majority. 

1 am not sure if by a mere electoral reform stability can 
be ensured for our state ministries. 1 am becoming increasingly 
convinced that the system of responsible government of the 
British cabinet type which can function effectively only under 
a two-party system is not suitable to our states which axe 
rent not only by tbs conflicts of economic objectives but also 
by religion, caste and community. The American or Swiss 
system based on separation of powers between the executive 
and the legislature and ensuring stability for both between 
two general elections seems to be the alternative. But such 
a drastic recasting of the Constitution is possible only in a 
political atmosphere where a general consensus can be obtained. 
It is also doubtful if the procedure for amendment under 
Article 368 will be suitable. It may be necessary to convene 
a new constituent assembly based on adult francise which 
should be empowered to take decisions only by a three-fourths 
majority. 

Simple Proposal 

1 think it is desirable that an experiment should be made 
with the electoral reform as indicated above to see how far 
it is able to promote the two-party system. The proposal 
itself is very simple. There will be the general election as 
at present and ail those who get SO per cent or more of the 
valid votm will be declared duly elected. In those consti¬ 
tuencies where no person gets 50 per cent or more of the 
votes, there will be a second ballot in which the voters will 
have to choose one or other of the two candidates who polled 
the highest votes In the election. In the case of the 
128 seats analysed above, there would have been a second 
election for 104 seats but if the political parties os well as 
the electorate had known in advance that unless a candidate 
got a majority vote, they would have to undergo a second 
ordeal, there would have been a great effort among the parties 
to reduce multiple contests to the minimum and on the part 
of voters to make a better choice of the acceptable candidate. 

1 have no doubt that in the course of two or three general 
elections held under that system, most of the contests would 
be between candidates of two major parties and second baUots 
would be needed only in a comparatively small number cd 
constituenefes. 

Regarding the percentage of votes cast for and the number 
of successful candidates from the various parties for the entlie 
electorate in Uttar Pradesh, It has been reported that the 
Congress obtained 49.52 per cent and won 208 seats, the BKD 
23.33 per cent and 08 seats, Jana Sangh 7.9 per cent of votes 
and 33 seats. Independents 4.29 per cent and 16 seats, Swatantra 
1.2 per cent and 5 seats and CFl (R), CPM and PSP less than 

2 per cent of votes end 8 seats. By the second ballot, the 
voters who wasted their votes on unpopular candidates to the 
first ballot would have an opportunity for reconsideration. 
If our electorate were educated and disciplined, plural consti¬ 
tuencies with proportional representation by the stogie trans¬ 
ferable vote may be the most scientific system but plural 
member constituencies to India will be too large and the 
system of single transferable voting is not possible with an 
electorate ediich is largely illiterate. Under these circumstances, 
the system of double ballot as I have suggested appears to 
be an experiment worthy of consideration. 
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Are Fundamental Rights Amendable ? 

PURSHOTTAM TRIKAMDAS 


AFTER TilE clfciBlon in the Golalcnath caie by the Supreme 
Court that by reason of Article 13(2), the FundamenUil Rights 
are clearly not amendable, the Supreme Court left Uie previous 
unfortunate decisions alone because a lot of titles might have 
been upset. In doing so, the Supreme Court, however, in 
my opinion, was in grave error. The Supreme Court should 
have declared that while whatever had happened, till the deci> 
Sion in the Golaknnth case, as a result of the previous deeistons, 
so far as the future is concerned, even those amoidmentB 
would not be good law. 

One of the amendments, as may be remembered, was to 
introduce Schedule IX and put in hundreds of legislations 
of doubtful validity in the Schedule in order to prevent any 
challenge to those acts notwithstanding Article 13(2). It this 
process had continued, all that Parliament had to do is to put 
every law of doubtful validity under Schedule IX and thus to 
prevent any judicial enquiry into the validity of those laws and 
even the legislative authority under which the laws were 
enacted. 

Wbeti the previous decisions were rendered, many of us 
were extremely untuippy, but after all the decisions of the 
Supreme Court have been declared by Article 141 to be the 
law of the land, I do not propose to go into the process 
by which the previous decisions came into existence, although 
there is a lot 1 could say about it and about the Supreme 
Court sometimes treating high constitutional matters as if they 
are matters between two pai^es, deciding the matters on what 
was argued on either side without carefully considering its 
own responsibility as the guardian of the Owtitution. 

However tlmt may be, those decisions were there and 
Golaknath put them right. After the decision in the Golaknath 
case, the Government of India was obviously in a quandary 
and just did not know what to do to regain what they considered 
to be their unlimited power to amend the Fundamental Rights. 
Unforlunatcly, to their help has come Mr Nath Pai, like a 
Don Quixote, to joust for the supremacy of Parliament. 

If there is one thing in our Cunstilution, which is plain 
for all to see. It is that Parliament in India is not supreme. 
The sovereignty as in all federations has been divided brtween 
various authorities and each of these authorities is supreme 
within the limits of the powers entrusted to it. This talk of 
supremacy of Parliament was also heard rather loudly when 
the question of privileges had come before Parliament. There 
also, while Parliammst may have all the powers to deal with 
their own mcmbi-rs in the House, the question again was whether 
Parliament could ride rough shod over the rights of the citixens, 
enshrined under Article 19 of the Constitution and confirmed 
from interference by Article 13(2) of the Conatitutloa. 

Fantastic Idea 

Before I deal with a purely technical aspect of Article 303, 
1 would like to point out that the very idea of the amendability 
of Fundamental Bights is fantastic. As many people may be 
aware, the Fundamental Rights enabrined have drawn their 
inspiration from (he Universal Declaration of Human Rights 
of December 10. 194H. That model wos before the Constituent 
Assembly. The Universal Declaration, however, contains three 
types of rights. First there arc the piurely inalienable rights 
of citizens living in a ciemocracy. The other category is tbs 
political rights and the third the social and economic rights. 
Very rightly, in the Fundamental Rights, the founding fathers 
included those which are inalienable and which are accepted 
in any free society. They put the politicdl ri^ts in another 
place and the social and economic rights very rightly In Part 
IV dealing with the Directive Principles of the Constitution. 

The founding fathers also realised that the mere enumera¬ 


tion of some of those rights would be an empty freedom unless 
a citizen could go to the courts to enforce it in case ot any viola¬ 
tion. Article 32 was therefore inserted for the purpose. India is 
perhaps unique in this respect. Speaking from memory, I 
believe that the Japanese Constttutloa also has similar safe 
guards. The Two Covenants unanimously adopted in 1866 by the 
United Nations, dealing with the question of Human Rights 
have very rightly Insisted on the right of enforceability without 
which the most impressive rights would be but empty titlM 

The second thought which should have dawned on the pro¬ 
tagonists of the right to amend the Fundamental Rights would 
have been that such a rii^t would entitle Parliament to take 
away the right of approaching the Supreme Court under ArUcIe 
32, as also the High Courts under Article 226. Remove these 
provisions and the Fundamental Rights disappear in thin aii. 
Let those who want to assert the supremacy of Parliament, 
which does not exist, ponder deeply over this aspect. 

If the right exists in Parliament to amend the Fundamental 
Rights, the result would be that Fart III of the Constitution 
would be a plaything in the hands of any party which happens 
to be in majority in Parliament for the time being, even if it 
were only a fleeting majority where members ebange sides 
with the utmost facility. This would of course make the 
enemies of democracy rejoice—1 mean the communists who 
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An unfortunate by-product of the spread of modem 
Industrialism in India has been the relegation of agricul¬ 
tural problems to the background. This need not be so and 
is whckUy avoidable. Those among us who freely quote 
western achievement to strengthen their case for further 
industrialization of India rarely pause to reflect on the 
sense of proportion maintained by the leading industrial 
countries of Europe and by the USA to strike an economic 
balance between agrlculiuial and industrial development 
In the past extreme claims from the industrial interests 
have provoked extreme claims from the agricultural 
interests and this has come in the way of fruitful co-opera¬ 
tion in the country's Interest In this rivalry agricultural 
labour has suffered most. Industrial labour is organized, 
concentrated as it is in urban centres, with very vocal polL 
tlcians to represent its grievances in legislatures as well os 
on the public platform—facilities almost wholly absent in 
the case of agricultural labour. In the context of euch a 
aituation the address delivered by Bwami Sahajanand 
Saraswathi rightly contradicted official propaganda to the 
effect that the ryot ie at present very prosperous under 
boom prices for loodgrains. The fact is that his produce 
is practically commandeered now almost over the whole of 
India for the sake of the town dwellers at prices whldi are 
not more than eighty to hundred per cent above the pre-war 
level, but few ere bothering about commandeering on his 
behiOf the other articles of food, living and cultivation that 
he needs, the prices of which have gone up by three to 
tour hundred per cent 
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are clamoroualy out to aupport the rlaht to amend the Funda* 
mantel Rights. The right to amend the Fundamental Riahta 
would. If the JuatlciabiUty is removed, be like a castrated bull 
and those who believe in a sound democracy and a society 
in which the citizen has his basic rights are bound to be 
tremendously distressed if this obsession of “supremacy of 
.Parliament” ultimately tempts Parliament to attempt to amend 
these Rights. 

I am happy to find that In Parliament itself, there is a 
large section, including many members of the Congress party, 
who are not very happy about the adoption of Mr Nath Pat’s 
BilL The very idea of a whip in a matter of this kind is, 
to my mind, an attempt to railroad a very important matter 
through Parliament and ironically enough, suppress (he rights 
of Members of Parliament in order to bring them into sub¬ 
mission to a chimerical oUsession with the siiitermury of 
Parliament. 

Coming fitwily to Article 368 of the ConsUtuUon, a look 
at It would discount the idea that Part 1 of Article 368 autho¬ 
rises Parliament to amwid the Fundamental Rights by a simple 
maiority vote. In I^rt II, there are numerous matters 
enumerated which are of much less importance and deal largely 
with the rights given to the states under the Constitution. 
Those comparatively unimportant rights require a special pro¬ 
cedure before they can be amended, but Part I of Article 368, 
it Is claimed, cun ride rough shod over the rights—declared by 
the Constitution-makers to be the Fundamental Rights of every 
citizen In our great democracy—^by the whim of a bare majority. 
The enthusiasts seem to forget that Article 368, whether it 
is procedural or otherwise, can also be limited by the Consti¬ 


tution Itself iind the founding lathers have in unequivocal 
terms, under Article 13(2), stated; — 

**13(2). The State shall not make any law wliiclt lakes 
away or abridges the rights conferred bv this Part 
and any law made in contravention uf this clause 
shall, to the extent of the contravention, be void." 

Til this connection, there has been a great deal of contro¬ 
versy regarding what the meaning of the law is. This, in iny 
opinion, is mere hair-splitting since “law” itself has been 
defined in Article 13(3) of the Constitution. 

There ore some, including those who are more communists 
than the communists themselves, who argue that the right 
protecting private property under Article 10 and Article SI 
should never have been included in the Fundamental Rights. 
1 venture to submit that the plea that property should have 
no protection whatsoever is to misunderstand the nature of 
property in u democratic state. There Is no such thing as 
absolute property because a democracy is entitled, in the public 
interest, to tax it or to lay down restrictions regarding the 
possession of it. But to deny to the citizen the right to hold 
and to dispose of property and not to be deprived of property 
without fair compensation is something which is difficult for 
any democrat to understand. Property is not necessarily ill- 
gotten gains. It has evolved with society as such and In many 
cuse-s it is the result of sweat, tears and blood expended on 
J1 by the pioneers, old and new, who are tr.ring to build a 
modem stale. Pniperty, in this country, as in many other 
countries which lielicve in a welfare state, is also a great 
insurance for the rainy day and if we give an unlimited right 
to government to do what It likes with anybody’s property, 
we shall be soon on the way to being enslaved by the state. 


Problems of Engineering Industry 

A SpacM C oi wip o w d w l 


THE ENGINIXRING industry in this country has made pheno¬ 
menal progress in the last few years and is also making a 
significant contribution to our exports. It has, however, still 
problems to face which were referred to in a recent seminar 
held at Bombay by the Engineering Association of India, 
Western Region. It is proposed to highlight here the problems 
discussed and suggestions made by leading men in the engineer¬ 
ing industry at the seminar. 

The industry occupies a premier position in the country 
with an annual output of over Rs 2,000 crotes. In spite of 
this output, the capacity utilisation in the industry is less than 
normal, particularly in heavy structural, textile machinery, 
machine tools, steel castings, wagon building and cable industry. 
*rhe aituation is particularly evident in the case of the machine 
tool industry where even the puUic sector unit, which has 
been maintaining a steady progress during the last ten years 
has been pushed into the red due to lack of demand. It would 
be possible, by judicious use of existing capacity to create 
productive capacity and fulfil the requirements of the other 
user industries during the fourth Plan, without persisting in 
the tendency to create additional and duplicate capacity in 
the public sector. All efforts sboiild be harnessed towards 
optimum utilisation of existing capacity, as envisaged in the 
“Aw>roach” document to the Plan. The view was expressed 
that the output of the steel plants continues to be production- 
based rather than consumer-oriented. With an output of four 
million tonnes of semi-finished and finished steel in 1967-68 
thece has been still an acute .shortage of flat products, parti¬ 
cularly cold rolled sheets, boiler quality plates and other lint 
products. The industriea depending fur their production on 
these seettenf have bm put to considerable hardship. For 
example, H the caae ei CRCA sheets, the limited availability 
has been further curtailed - by their diversion for making 
galvanised sheets. 

f '■ e".' , ) 'It 


The proposed expansion of the flat mill in Rout- 
keia not having materialised in time, the hot dip 
galvanising plant has perforce to bo supplied from the existing 
rolling programme, reducing the availability of prime quality 
sheets. The process of distribution of these items by the 
Joint Plant Committee has also led to a thriving free market 
for these scarce category items. It is a matter for surprise 
that the free market prices of prime quality CRCA sheets and 
black sheets ore higher than the prices at which galvanised 
sheets are available. The Engineering Association made a 
plea last year for allocating larger quantities of seconds and 
defectives, along with prime quality sheets, to the user indus¬ 
tries, instead of chonnelling them through the trade in package 
deals. This was acceeded to, but so far has not been translated 
into action. In ihis context It was pointed out that the exports 
of iron and steel items are expected to reach about Rs 70 
crort'S this year. It was suggested that if, out of the foreign 
exchange earnings of these exports, about Rs in crorcs could 
be earmarked lor imports of such items of steel us are scarce*, 
the present shortages could be effectively reduceii and the 
engineering industry, lot which steel is the vital life line, made 
self-sufficient for raw materials. 

Another problem which has been causing eonccni to the 
engineering industry has iicen the supply of pig iron to foundries. 
This has been highly irregular and scarce. The desired foundry 
grades are not available and foundries have been severely 
handicapped. The shortage bos often been attributed to large 
scale exports in pig iron. In the matter of basic industrial 
raw materials, domestic requirements of industry should over¬ 
ride export demands ami only the surplus, either existing or 
created, should be exported. A few years ago wc had to 
Import pig Iron from the USSR. We are now in a better 
position to export. But the requirement of the foundry industry 
is more vital and It would be more desirable te develop export 
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ij( machintid and un-machined castings rathar than pig Iron. 

Reference was made by a number of speakers to the position 
of raw material supplies to the engineering Industry, including 
not only such materials as various ferrous and non-ferrous 
metals and melal products but also ii large variety of processing 
materials which are necessary as basic raw materials. The 
picture in this respect was gloomy. Besides, the flow of raw 
materials into these industries is not regular, in that occasio¬ 
nally certain raw materiids may be in abundant supply, whereas 
suddenly the industries are confronted with acute shortages. 
This is amply borne out by the peculiar position of supplies 
of pig iron, .sudden glut being followed by total non-uvnilubilit,v 
tor months. ,Similarly as regards steel, while some categories 
of steel are iibuiiduntly available, a large number of categories 
such us certain light siructurals and flat products are acutely 
m s'.ort supply. Similarly a large number of engineering 
industries depend upon both indigenous and foreign sources 
for thuir requirements of a large variety of processing materials 
and components. Due to inadequacy of supplies from Indigen¬ 
ous sources, industries have to depend upon imports. However 
our import regulations being very rigid, it is very difficult 
to get their n-quirements in time and in adequate quantities. 

Impeding Facto*-! 

All tbesi* factors tend to impede production and also compel 
the industries to carry large inventories. However financial 
resources of most industries being limited, it is not possible 
for all these industries to carry large stocks of these materials 
when they are easily available. Even in the cast* of those 
industries which arc linancialiy strong to carry large inven- 
lories, they have to bear large overhead costs such as interest, 
storage costs and wastage of these materials. When the 
Km-ernmeni and the people of this country complain about prices 
of manufactured goods being high, they do not take into 
account the large overheads that the industries have to carry 
due to lower prnrluction on the one himd caused by shortage 
of raw materinls and large overheads on the other hand because 
of large inventories which some factories carry. Therefore 
free imports of such materials and components as are in short 
supply should be allowed, otherwise' shortages arc bound to 
continue and inilustry is bound to suffer from higher cn.st.« 
of production 

In regard to export of engineering goods, it was gratifying 
to note that they were looking up and that the incentives 
riruvided were appreciable, but there are delays In procedure 
III realising them. Applicants have to go from pillar In pos'. 
lor different typi's of incentives to which they are entitled. 
It would, therefore, be advisable to centralise various benefits 
so that one central authority would be responsible for the 
entrepreneurs who apply for such iacentiv«>s. Alternatively 
export incentives should be given in the shape of export 
vouchers which could be used by exporters to obtain their 
requiremenis of raw materials for sale to other importers. 
Formation of consortia to face world competition from our 
exporters is also very necessary to avoid unhealthy competition 
m the same commodities abroad, Further, It is necessary to 
make the development and expansion of the existing public 
and private sector units export-oriented, so that It would be 
possible to eannark n portion ol their additional production 
for export and thereby make available larger foreign exchange 
for the country. 

It was stressed that the continued large-scale development 
of the engineering industry is still a real and major natimial 
need. The present number ol engineering factories Is 14,291 
or 25.1 per cent of the total numlier of registered factories. 
This means that one in every four factories now is an engi¬ 
neering establishment. They give employment to about 1.4 
million workers or nearly 30 lair cent of the total factory 
employment. We hove soon to reach the day when our engi¬ 
neering industries, as in the other industrialised countries, 
begin to contribute one-third of ttw gross domestic production, 
and begin to export one-fourth thereof. Thus, and thus alone, 
will India be entitled to take its rightful place among the highly 
Industrialised countries of the world. 
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FROM THE PRESS GALLERY 

Second Thoughts on Agricultural Taxes 

• Our PurlUnwRUry Cormpondint 


NEW DELHI. Tuesday. 

THE SHARP reaction to Mr Morarjl Desai’a proposals which 
aimed at taxing agriculture has produced the result desired 
by the opposition. The Deputy Prime Minister and Minister 
lor Finance indicated in his reply to the Lok Sabha's general 
debate on the budget Utat the three imposts on agriculturc'- 
(i) the extension of the Wealth Tax Act to agricultural pro¬ 
perties, (ii) the 10 per cent ad valorem excise duty on 
fertilisers, and (iii) the 20 per cent ad valorem excise levy 
on power-driven pumps—would be reconsidered by the union 
cabinet. Mr Desai further pointed out Hiat since the wealth 
tax on agricultural properties would take effect only from 
April 1, 1970, the final decision to go ahead with it or not 
could be taken during the course of the year also in the 
light of the success or failure in formulati^ the provisions 
for protecting the interests of genuine agriculturists. Various 
formulae were being considered for this purpose. The state 
governments would be consulted in the matter. 

Mr Desai, however, asserted that the above three proposals 
had been made by him in the belief that agricultural production 
would not be affected by them. In the cose of fertilisers, 
be pointed out, his assessment was that the proposed excise 
duty would mop up for the exchequer only four rupees out 
of an average increase in farm production (resulting from 
the application of fertilisers) worth about Rs 1S4. In regard 
to power-driven pumps, he stressed that the new excise levy 
had been proposed with a view to equalising somewhat the 
burden on the agriculturists who used dectricity-driven pumps 
and those who used diesel power pumps. A pumping sei 
driven by diesel, Mr Desai emphasised, cost many times more 
than the one in which electric power was used; the farmers 
using the latter types of pumps, therefore, enjoyed an advantage. 
The Finance Minister refuted the charge that the extension 
of the Wealth Tax Act to agricuRural properties by the central 
government was unconstitutional. Under the Constitution, he 
reiterated, only agricultural incomes were to be taxed by the 
state governments. The centre was within its rights to levy 
wealth tax on agricultural properties as well as taxes on farm 
Inputs; both the former and the present AttomeyOeneral had 
upheld this view, he added. 

NMd of the Hour 

Vigorously defending the concessions he had given to 
industry, Mr Desai emphasised that they were designed to 
enable the economy to continue on its path of recovery. If 
further burdetu h^ been imposed on Industry or no relief 
had been granted to it, it would have been suicidal, he said. 
The need of the hour, Mr Desui pointed out, was that idle 
capacity should ba utilised and export effort should not 
be ^owed to suffer. Besides, it was esseDtial to revive the 
capital market so that people could divert tbeir savings into 
investments. 

Mr Desai dwelt at length on the centre-state relations 
and stoutly denied the charge that he was trying to precipitate 
a crisis. In his opinion, most of the differences between the 
centre and the states centred cm the demand by the states 
for larger resources. But this demand, Mr Desai observed, 
could not be met. The division of resources between the 
centre and the states, the Finance Minister pointed out, had 
been laid down in ^ Constitution and had been done in 
accordance with the recommendations of the Finance Com- 
misalon. 

The demands tor Mfecting economies in expenditure were 


ruled out by the Finance Minister. In the case of civil expeu- 
diture, be said, there was very limited scope for economy. 
So far as defence expenditure was concerned be had to go 
by the advice of the Defence Minister who, in turn, was to 
be advised by the chiefs of staff. Mr Desai revealed that 
last year a saving of nearly Rs lOU crores had been effected 
in defence expenditure. This sum had been utilised for acquir¬ 
ing additional equipment. The resort to deficit financing of 
the order of Rs 250 crores, Mr Desai felt, would not upset 
the price level as production w’as expected to increase both 
In the industrial and the agricultural sectors. 

The discussion on the budget started in the Rajya Sabba 
this week. Its course was not much different from that of 
the lost week’s deliberations in the Lok Sabha. Several 
Congress and opposition members asked the government to cut 
wiisleful expenditure on administi-atioq instead of imposing 
fresh taxes to balance the budget Tto need for improving 
the performance of the public sector was also emphaslaed. 
Some members felt that market borrowings could be stepped 
up. The levies on the agricultural sector were scathingly 
criticised. 

Incentives to Exports 

Among the new paints made in this discussion, though 
!< few but signilicant, was the dissatisfaction expressed with 
the incentives for exports of tea and Jute manufactures. Mr 
M. K. Mohta (Swt.) pointed out that hessian exports needed 
a subsidy of Rs 200 per tonne because the industry in Pakistan 
enjoyed a subsidy of 60 per cent in the shape of bonus vouchors. 
He also regretted tiuit cai-pet backing, which had a potential 
of earning foreign exchange worth Rs 175 crores by 1874, was 
being subjected to heavy export duty. In regard to tea, Mr 
Mohta observed that it was necessary lu refund excise duty 
completely as tea exports were encouateritig much stitfer 
competition than had been the cose hitherto. He cited the 
example of Ceylon which through adopting a Judicious fiscal 
policy had become the largest exporter of this beverage in 
the world. 

Mr C. Achutha Menon (CPI) opined that the budget gave 
the feeling that the Plan was being steadily scuttled. No 
serious attempt had been made to mobliisc fresh resources 
and to formulate an effective plan to take the economy forward, 
he complained. Unless development was fostered at a rapid 
pace, he felt, it was impossible to eradicate poverty. Mr 
Menon suggested nationalisation of bonks and the import and 
export trade. He also expressed the view that additional 
resources should be raised for development by ail states through 
levying agricultural income-tax on rich peasants and landlords 
as bad been done by the Kerala government. 

Mr Babubbai China! ((^ng.) stoutly defended the tax on 
agricultural wealth and pointed out Uiat the agricultural sector 
with an income of Rs 15,000 crores per annum—half of the 
national income—contributed hardly four per cent of this to 
the centre and the state governments by way of land tax, 
excise and other levies. There was economic Justification for 
the imposition of wealth tax on agricultural lands and the 
excise duly on fertilizers, he asserted. The resort to deficit 
financing to the extent of Rs 250 crores was criticised by 
several members on the ground that It would occentuate Infla¬ 
tionary tendencies in the economy. But some other members 
observed that the Finance Minister had been cautious in thii 
regard "to the point of timidity.” 

The Lok Sabha passed after a brief debate the Publie 
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Emplojmeat (Requimnent aa to Residence) Amendment Bill 
which sought to extend by another five years the statutory 
base of what arc commonly known as the ‘mulkC rules. These 
rules, which are m lorce in the union territories of Himachal 
Pradesh, Manipur, Tripura and in the Teiengana region of 
Andhra Pradesh, lay down that only people resident in these 
areas lor a prescribed period can be eligible for appointment 
to subordinate services and posts in public employment, (This 
is intended as a measure of protection for the people of 
these backward areas.) The bill, which has already been 
passed by the Itajya Subha, sought further to apply these 
rules to those arcus of Himachal Pradesh which had been 
translerred to this union territory from Punjab in Movemlicr 
1 » 66 . 

Question Hour 

Foreign Debts; The Oiputy Prime Minister and Minister 
for l''inatice, Mr Morarji Desai, rejected in the Rajya Sabha 
on March liJ a suggestion for the declaration of moratorium 
on foreign debts. This country would never disown anything, 
declared Mr Desai. Tne Deputy Prime Min.sler, however, added 
that efforts were being made to get the debts rescheduled. 

Compressors and Pumpe: The Minister of Industrial Deve¬ 
lopment, Internal Trade and Company Affairs, Mr Fakhruddin 
All Ahmed, told the Lok Sabha on March 18 that the government 
had decided to set up u project in the public sector lor the 
manufacture of heavy compressors and special pumps required 
by the fertiliser industry, chemical and petrochLmxul plants 
and Bleel undertakings. The project, estimated to cost Rs 
10.68 crorcs including a foreign exchange component of roughly 
one crore of rupees, would have a capacity of 6,000 tonnes 
per annum. 

HMT: Mr Ahmed told the Rajya Sabha on March 17 
that the Umdustiin Machine Tools, Bangalore, was examining 
the feasibility of setting up an assembly plant in Europe to 
meet the specific requirements of the foreign customers of 
its products with regard to delivery dates and diverse speci¬ 
fications. 

Public Sector llndertukinis: Mr Ahmed also told the 
Rajya Sabha on March 17 that the government was considering 
a proposal for setting up a high level committee for 
co-ordinaUon of the basic problems and issues relating to pub¬ 
lic sector units. The committee would, inter alia, review 
pericKlically the order positions of these plants, particularly 
those of the heavy machine building and the heavy electrical 
units, and consider resource requirements and allocations so 
as to ensure effective utilisation of the installed capacity. 

Gold Output: The Minister of .State for Finance, Mr 
P. C. Setlii, told the Lok Sabha on March 17 that various 
steps, including exploration of new reefs In the Kolar gold 
fields cuiircssion urea were being token to raise production 
of gold. Sanction, had been given for the schemes for increasing 
the prodw-tion of the Nundyroog mines from 20,000 tonnes 
to 25,0(10 tonnes of ore per month and for the rc-opening of 
the ore-rich noith folds of the Campion reef mine which had 
been closed down as u result of rockbursts. The question 
of resuming mining operation in the southern ore body of 
the Campion reef was also being considered. It was expected 
that these measures would bring down the cost of producing 
gold. 

State Overdrafts; Mr I*. C. Sethi also told the Lok Sabha 
on March 17 that the governments of Andhra Pradesh, Assam, 
Bihar, Kerala, Mysore, Nagaland, Orissa, Rajasthan and Tamil 
Nadu were currently running unauthorised overdrafts on the 
Reserve Bank. Their oveidrafls as on Match 10, 'i960, were: 
Andhra Pradesh Rs 7n lakhs; Assam Rs 847 lakhs; Bihar 
Rs 739 lakhs; Kerala Rs 643 lakhs; Mysore Rs 1.037 lakhs; 
Nagaland Rs 180 lakhs; Orissa Rs 537 lakhs: Rajasthan Rs 
2,486 lakhs end Tamil Nadu Rs 2,368 lakhs. 


Central Fanns: The Minister of State for Food, Mr A P. 
Shindc, informed the Lok Sabha on March IS that two more 
central agricultural farms were Ukdy to be set up shortly. 
They would be located In the Raiehur district of Mysore and 
in the Cannanore district of Kerala. Already central farms 
have been established In Orissa, Rajasthan, Punjab and Haryana. 
The question wfiether more such farms should be set up during 
the fourth Plan period was under the consideration of the 
government. 

MIG Aircraft: The Minister tor Defence Production, Mr 
L. N. Mishra, told the Rajya Sabha on March 13 that the 
production of Mig aircraft was proceeding according to schedule 
and by 1072 the indigenous content in the aircraft would be 
more than 00 per cent. The USSR was supplying information 
on research and development to improve the aircraft and 
modifications were being made accordingly. 

Ruioilan Assistance The Minister tor Foreign Trade and 
Supply, Mr B. R. Bhagat, told the Lok Sabha on March 12 
that the Government of the USSR had agreed in principle to 
assist in the export of products of Russian-aided projects in 
India to third countries. Olfers of assistance in our export 
efforts received from the western countries were not entirely 
comparable, but these countries also intended to help us in 
improving our exports. 

Luxury hotels: The Minister for Tourism and Civil Avia¬ 
tion, Dr Karon Singh, told the Lok Sabha on March 12 that 
the goveinment had approved proposals for starting three 
luxury hotels in Bombay with US collaboration os part of 
the eiforts to promote tourism. One of these hotels would 
be a collaboration between Oberoi Hotels and the Shercion 
Group of Hotels. The second would be a collaboration between 
Tatos and the IntercontinentaL The third proposal was a 
collaboration between ShJv Sagar and the Hiltons. 

Kutch Oil Exploration: The Minister for External Affairs, 
Mr Dinesh Singh, denied in the Lok Sabha on March 11 that 
Pakistan was prospecting for oil in the Kutch area where 
differences had arisen on the delineation of a rocky feature. 
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F.I.CC.L SESSION 


PH: Discipline Can Reduce Curbs 


THE PRIME Minister, Mrs Indira Gandhi, while inaugu¬ 
rating die 42nd annual session of the Federation of 
Indian Chambers of Commerce and Industiy on March 
15 in New Delhi called upon the detains of industry 
to exercise self-discipline among themselves to avoid 
governmental oontrols. 

She stated that in the absence of seU-dlscipline it become 
necessaty for the government to apply controls to regulate 
the use of scarce resources and to protect the consumer, 
oepeclally when competitive conditions did not prevail in many 
■ertors of industry. She maintained that the government’s 
approach to controls was not doctrinaire. "We do not believe 
in controls merdy for the sake of controls. Nor do we accept 
the view that controls axe bad in themselves." Mrs Gandhi 
indicated that the government was not unaware of the pro¬ 
blems being faced by industry sui^ as the scale of taxation, 
slackness in the caidtal market, etc. She, however, assured 
the Industry that the government was always prepared to 
respond to reasonable, desirable and practical suggestions. 

The Prime Minister pointed out that basic and strategic 
industries requiring significant investment in foreign exchange 
should be carefully planned and subjected to licensing as 
priority had to be ^ven to allocation of scarce resources. She 
said that when the foreign exchange needed for maintenance 
Imports became marginal and the Interests of small and village 
industries wero looked after, there might not be anv need 
for industrial licensing. 

Referring to the fourth Plan, Mrs Gandhi said the broad 
approach would be to confine detailed planning to key sectors. 
She asked industxy to devote greater attention to the foimuia- 
tion of programmes and to make a continuous study of demands 
in our country and abroad with a view to adjusting production 
patterns for domestic and export needs. She said that fht- 
prosperity of industry was inter-linked with agriculture and 
effo:^ would be continued to stimulate agricultural productivity 
and intensify research on commercial crops. Mrs Gandhi told 
industry that the time was now ripe to strike out more 
vigorously to capture markets in rural areas, especially for 
consumer goods. It was essential that industry should evolve 
completely new techniques of the marketing ot its products for 
tha purpose, die said, 

PRESIDENT'S ADDRESS 

Mr G. M. Modi, President, Federation of Indian Chambers 
of Commerce and Industry, in his address to the Mnuai Session 
of the Federation, stated that, we could look back with some 
satisfaction to the past year. Agricultural production has been 
larger; industrial output has increased by about 6 per cent; ex¬ 
ports have enlarged considerably. This improvement in the eco¬ 
nomic situation did not come merely through chance. It was the 
result of deliberate effort on the part of both the government 
and the people. Apart from the bumper crop, the reduction 
in the rates of interest, the provision of larger credit by Ihc 
financial institutloas for investment and exports, and the 
«ndeavour made by industry to find new markets abroad, oil 
contributed to the improvement in the situation. Extracts 
fxom hia speech are given below. 

"1 am one of those who believe that the key to our eccmomic 
.progress Is tbs development of agrlaulture. I must eomptiment 
the . government for measures that have been taken to put 
agriimltuie on a aound footing. ThOM measures have ushered 
to a 'green revolutlan’. The Udh-yldding vorietiea of seeds 
have made a radical improvement in our agriculture. Now 


that we have made some headway in (oodgrains production, 
it is necessary that research for developing new strains n 
cash crops like oilseeds, sugarcone, cotton, jute etc., is int u- 
sified. Our progress in other aipfcultural inputs like irrigation, 
tertUlsers, and agricultural machinery has been rather alow. 
Today we Irrigate only about tme-ififth of the cropped area. 

Industry is recovering from the set-back it got in 1M7. 
Expansion was halted. This created large u-.iemployment, 
pqrticularly among fresh technologists. The Federatiim Is 
undoubtedly concerned about this problem. We advised our 
constituents to absorb as many ot these technologiBts ag possible 
and provide them in-plant training and thus Imlp In solving 
at least a part of the problem. 

Unattractive OpportynMes 

Many investment opportunities have, become unattractive 
because of controls on prices. These controls were devl^ 
in conditions of shortages. But in spite of controls, or should 
I say because of controls, shortages have continued. Unfortu¬ 
nately, an impression hoe been created that the area of control 
may be widened and not narrowed 

Our import policy docs not always conform to the 
requirements of indigenous development. A number of items 
for which there is sufficient production capacity, or which can 
be substituted by donestic items, have been imported. This 
point was highU^ted in a seminar on “Import Substltutitm" 
organised by the Federation last October. 

Restraints on sise of our companies con put us at dis¬ 
advantage in world market. Already the size of our companies 
is small and therefore our cost of production is high, 

llie main reason, however, which has hampered our indus¬ 
trial development is the slackness in capital market The fall 
in company formation was primarily due to shortage of finance. 
Capital raised by companies against consents, in the private 
sector, has declined from Rs 102.6 crores in 1965-60 to only 
Rs 56.1 crores in 1968-69. 

The need for taxation would have been considerably less 
if the Rs 3,500 crores which are now invested in public sector 
undertakings had been able to earn an adequate return. In 
1067-08 these undertakings, on the contrary, made a loss ot 
Rs 35 crores, net of depreciation. We do recognise that public 
undertakings have a Intimate and, indeed on important place 
in our economy. But, unless the resources are properly utilised, 
the economy will not get the necessary dynamism. 

I would like to submit that the final oiijcrtives ot govern¬ 
ment and the business commimity are the same. We both 
aim at a faster rate of development I ossure you, on behalf 
of the Federation, that we shall fully co-operate with govern¬ 
ment in the great endeavour of nation-building.” 

THE RESOLUTIONS 

The following three resolutions were passed bv the 
Federation of Indian Chambers of Commerce and Industry at 
its 42ad annual session held in New Ddhi between March 15 
and 17. 

s 

Ntw Factors in Economic Growth 

In the opinion of the Federation, business^ trade u ntnne and 
government must take note of the many new factors that bavo 
emerged both on the national and international scenes and 
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opprotiriutoly revise Iheir attitudes, policies and actions so 
that the protess of economic development can be accelerated 
and social stability strengthened. 

First, the Indian economy, with the'growth In Industries 
and recently in agriculture*, is not only stronger but has grown 
out of the underdeveloped to an intermediate stage; Secondly, 
in the w<ikp of the intensive application of science to industry, 
business operations have necessarily to be on a larger scale; 
Thirdly, there seems to be some disiUuslomnent in developed 
countries in regard to aid to developing countries: Fourthly, the 
'.<risis in International monetary relations is sought to be over- 
I'ome by developed countriu thrmigh restrictive trade policies. 
Ila\'ing regnn) to these and related factors, the Federation urges 
uDon. 

‘ Business in India (a) to cater effectively to the demand 
in rural areas for new goods and services, (b) to be increasingly 
\'lgilant about and to adopt new techniques of production and 
management .so as to bring about modemlsatlon and reduction 
in costs, (c) to look upon the development of infrastructure 
by government as an imperative component for growth, and 
(d) to as.sLst in the improvement in tte quality of education 
which alone can prom^e the wider appUcatiem of science to 
industry and agriculture. 

Trade unloa In India to finniy recognise that (a) the 
surest guarantee for improvement in the standard of living of 
workers lies in greater production and productivity; (b) greater 
use of modem machinery will Increase and not diminish employ¬ 
ment opportunities; (c) the trade union movement con develop 
on healthy lines only if they (trade imiuns) do not function 
merely as wings of polllicul parties. 

Government, at the ceatra and In the itutee (a) to remove 
all controls and impediments to investment, production and 
distribution and thus enable industry in India to grow up to 
international standards, (b) to reduce taxation on' corpora¬ 
tions and individiiais who are capable of saving at a higher 
rate th.'m Government so as to increase national savings and 
investment, (e) to help exports to expand and Imports to reduce 
tlirough .appropriate fiscal measures and removal of procedural 
difficulties, (d) tu concentrate on improving the working of 
the existing public sector undertuklngs so as to make them 
produce larger output and cam higher returns, (e) to welcome 
private foreign investment and know-how as effective agencies 
for narrowing the technological and halance-of-payments gaps 
and to expedite the dispnsid of applications for collaboration 
and investment. 

Fundimental Rights 

Tlw Federation views with grave concern the move to 
nincnd the Constitution of India to empower Parliament to 
amend the constitutional provisions rdatlng to Fundamental 
Rights. The Federation is of the view that the Constitution 
of India which enshrines the fundamental law of the land is 
paramount and supreme and the rights and freedoms 
guaranteed in Part III of the Constitution are fundamental 
and sacred. The Federation strongly feels that they should 
he guarded against excessive powers of state by excluding 
the Jurisdiction of the executive and of the legisloture. 

The FcdcralUm in this connection would like to recall 
the solemn assurances given in the Constituent Assembly by 
the late Prime Minister, .tawaharlul Nehru, and the then 
Law Minister, Dr Ambcdknr. to the effect that Fundamental 
Rights guaranteed b>' the Constitution were the foundatliHi 
of the whole structure. If the bill to amend the Constitution 
is passed, the said Fundamenlnl Rights - would' be rendered 
nugatory aut would be changeable at the will of the ruling 
group for the time being. The Federation is convinced that 
then Is ho futUBoatton for unsettling the law as upheld by 
the highest Judicial authorlly, vl*.. the Supreme Court of 
India and any such effort u'Ould shake the faith of citiaais 


in the democratic principles embodied in the Constitution of 
India. 

In particular, the Federaticm would like to point out that 
if the lii^ts to property guaranteed by the Ctonstilution were 
allowed to be disturbed at the sweet will of the government, 
the task of economic development would be confronted by 
serious difficulties Rowing from the resulting waning enthu¬ 
siasm and even positive reluctance of entrepreneurs, especially 
those from abroad, in risking their capital for investment in 
industrial vmtures in the country. The Federation, therefore, 
records its strong objection to any move to onpower Parliament 
to amend the provisions relating to Fundammtal Rights, and 
makes an earnest plea to all euncemed, viz., goverrunent, 
Members of Parliament and citizens of this country to ensure 
that the suggested move does not become effective. 

National Integration 

The size of our country our heritage and our diverse- 
cultures are valuable assets. Otur national genius can find 
fullest expression only in uidty--both economic and poiliRcal. 
The Federation is, therefore, concerned that during the last 
few years divisive trends have come to the fore In the country. 
Language, religion, state boundaries and river waters have 
become causes for violent thoughts and action. PoliticaF 
parties are not unwilling to use fisslparous forces for their 
own ends at the expense of naUonal unity. The highly political 
"sons of soil” movement, It is unfortunate. Is receiving tacit 
or even open support from some authorities. The proliferating 
‘Senas' are a dangerous extension of the same movement 

The Federation notes with concern that even in respect 
of a basic cennmodity like food, the country Is still not treated 
as one. The increasing tendency towards canalised Imports 
discriminates against established trade channels. Of late, an 
alarming trend has also come to manifest itself in the purchase 
policy pursued by practically all state governments. State 
governments by executive decisions have accorded preferences 
to units, both large and small, located within the slate. Some 
of them have openly issued Instructions to government depart¬ 
ment .s and autonomous boards to buy only local products. 
Another disturbing feature is that more and more State 
governments are discriminating against units in private sector 
in the matter of purchases in preference to units set up under 
the aegis of state governments. Besides, a variety of barriers 
impede the free flow of goods throughout the coirntry. Sales 
tax rates and procedures have little relation between one State 
and another. The same holds good about motor vehicles laws 
as well. 

The narnm- and parochial attitude of state governments 
goes against the very spirit of the Cmtstitution. In fact. 
Article 301 of the Constitution dearly stipulates that subject 
to certain prmislons “trade, commerce and intercourse through¬ 
out the territory of Indio shall be free”. . The Federation, 
therefore, strongly urges that the constitutional provisiona 
should be enforced in letter as well as in qdrit. A unlfoim- 
purehase policy should be adopted and strictly enforced by 
ail state governments. Sales tax and other state laws and 
regulations should be streamlined to bring them in line with 
each other. 

In the opinion of the Federation, only acederatod and 
broad-based economic development con remove flu grlevaneea 
of the comparatively less-developed areas and those of the 
vulnerable sections of the society. A growing economy can 
provide a major bulwark tot unity at the classes ta wdl as 
the masses. In this behalf, political acceptance of -the natloeel 
economy as one and Indivisible udt Is an Imperative of'the 
hii^t order. n>e Federation wisbM to retiwate that business 
by Its very nature knows no frontiers. As sudi, Its iatsrsst 
in the integrity cf the country Is deep and vlUL The FederiUoii, 
fherslMe, pledges Its wholetearted anpport for all g ovs t pawnt 
petictss and pngramaMs dlrseted towards addedag nsMaBal 
tartegcatiML 
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WINDOW ON THE WORLD 

The ABC of Speculation 

JOSSLEYN HENNESSY 


I 

A fRENCH VIEW 

LONDON 

WU£N INTERNATIONAL traden took frigbt in November lust 
unit "ussaileii” the Iranc, there wah no serious pressure at 
internal denumd in France, so that olficial circles, who kuoiv 
no better, and manj' economic commentators, who ought to 
have known better, blamed “gnomes and speculators" lor tbe 
attack on Ute franc. Reporting this here on January 17, 1 
said Uiat 1 hoped that someone would work out, if possible, 
the total of liquid nou-assigned funds available in the world's 
free markets for purely speculative purposes, and I gutsseil 
that they would be found to be so small a percentage ot U:e 
funds crossing frontiers that, of themselves, they would cause 
scarcely a ripple in exchange rates. The vast majority of 
available funds are earmarked for the export and import ot 
goods or services. It is, 1 said, the most elcmentaty, sensible, 
economically and socially justifiable precaution on the part of 
the owners of these tunds to engage in forward exchange 
operations to avoid being caught out by a devaluation or a 
revaluation. 

Since writing this, 1 have read a report on this veiy subject 
in the latest issue of the Bulletin (published in French) of 
the National Federation of French EmidoyerB (31 Avenue Fierro 
1 da Serbie, Paris), which seems to me to deserve the widcsl 
publicity, particularly among the officials of most Ministries 
ot Finance and Commerce, who usually seek every opportunity 
of blaming the results of their own policies on “speculators" 

Forward exchani^ deals, says the French Employers’ BuUe* 
tin, are a ummai and essential port of international trade 
and commerce, but the risks of changes in exchange parities 
in the currencies used in exporting and Importing have boosted 
operations in forward exchange markets. The industrialist or 
busine.<ismaa who has contracted a debt in a foreign currency 
in the course ot a normal commercial or financial transaciion 
is naturally anxious to avoid exchange risks, if only to enable 
him to moke more realistic forecasts for the future of his own 
enterprise and its activities. He therefore buys ahead currency 
for the amount that he will have to pay up on a due date. 
Or he sells ahead to cover himself against the risks ot deva¬ 
luation of a cuirency in which he has future payments due 
to him. These are normal precautions and cab by no stretch 
of imagination be calletl speculation against his own or a 
forei,in currency. 

. Opposite Eflhct 

They are. Indeed, the exact opposite of speculation, because 
they tend to smooth out the ups and downs tn prices resulting 
from speculative or other movements on the fmeign exchanges. 
They bolster the safety of international trade and are indis- 
pensible if it is to continue and to expand. It need haroly 
be added that if international traders were as cimlidint in 
the lixity of exchange rates os they were in tbe era of the 
gold standard the forward exchange market would never have 
assumed the size and the importance that it has since gold 
was abandoned. 

Tbat forward exchange deals In French francs assumed 
greater proportions after the May-June, 1968, riots and strikes 
than before was the natur.il consequence of the ensuing weaken¬ 
ing at the French economy. Cktuld the franc stand the substantial 
rite in domestic mmey supply following the wage increases? 
Could exporters make up for production-time lost, sufficiently 
and quickly enough, to pey for French imports? 

After the May-June crisis ever increasing numbers ol 
foreign exporters to France Insisted tbat Frmtch importers 
should main their eontraeta in foreign currencies and no longer 


in French francs us before. It was this development, which 
originated outside France, that compiled French importers in 
turn to cover themselves on the forward market against risks 
which had not previously existed. Nor were their forward 
operations inspired by any quest for speculative profits. The 
volume of these forward deals was in reality a return to 
normal, because it was natural that an enterprise, having 
contracted a debt to a foreigner in a foreign currency, arising 
out of normal foreign trade transactions, should protact itself 
against a devaluation of the franc. 

The French Employers' BuUetln remarks acidly that the 
limitation on forward exchange deals imposed by tbe French 
government on December 4 would in no way diminisli this 
torm of insurance but would only transfer tiie optrulion from 
the French forward exchange market to a foreign market, with 
the results tbat (a) French banks and atbitrage dealers wuukt 
lose the business and (b) the cost ol imports would be increased 
and Uierefore raise domestic prices. If a'foreign expotter now 
contracts in French francs, he will cover his exchange risk on 
his own market, and tie will raise his selling price to tbe 
French importer to allow for tbe cost of this currency insurance. 

Such forward foreign exchange deals cost their shadow on 
the balance of payments, instead of appearing in tbe accounts 
of the Bank of France, the currencies bougnl remain in tbe 
accounts of tae bunks which have acquired them on hi half 
of their customvvs. Oeducted in advance from the ofLcial 
reserves, they are none the less part «>l the reserves of the 
French economy, although it may be thought nrlUiciid not to 
count tlicse private reserves in the ufticiui reserves of foreign 
exchange which act as guarantee of French payments abroad. 

II 

60VERNMENTS RESPOMSUU FOR SPECULATION 

The French Employers’ Bulletin next makes tbe elementary 
point that international trade would be impossible without 
credit. What is called "leads and lags” in the UK, l.c., the 
shortening or lengthening of the periods within which an 
importer pays up, or postpones paying, can induce trasfers of 
capital. Here, again, so long as these credits arise out of the 
needs ot trade, there is no speculation in “leading” or “logging”. 
Since international trade depends on credit, a goverment wtdeh 
sought to limit credit would simply reduce correspondingly 
the opportunities of its nationals to buy or sell abroad. If 
trade is to expand, individual enterprises must be free to judge 
the extent of credit that they consider realistic to grant to 
their overseas buyers or to obtain from their overseas keUers. 

It is up to the different governments, each responsible for 
Its credit policy, to determine the vdiune of its credit creation 
in accordance with (1) the internal needs ol tbe economy, 
(2) tlic course of its balance of payments, (3) the needs of 
its international trade, and (4) the ne^ for co-operation 
between the International monetary authorities and central 
banks. The France Employers’ Bulletin points out that if 
French enterprises have granted more credit than hitherto to 
their overseas customers, while this may mean that France’s 
reserves of foreign exchange may be replenished less rapidly, 
they ate, on the other hand, fociUtating French exports, the 
sale ot whirii has become more difficult following the decline 
in the competitiveness ot French prices. This, again, is not 
speculation but the financing of French exports. 

The Bulletin next insists that the convertibility ol the 
franc makes It perfectly legitimate for foreigners to withdraw 
any ciqiital that they may have in France. After all, tbe franc 
is either convertible, or it Is not 

Some withdrawals of capital have been caused by the 
conversloo Into fdrelga ourranciM ot assets la France belonging 
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to foreigners. As long as the franc clalmi to be a convertible 
currency, the Bulletin insists that if the confidence of foreign 
holders lu it is diminished, they have a perfect right to demand 
the conversion of titeir assets into any other currency that 
they think saier. At the same time, the Bulletin takes the 
opjjoriunity to congratulate itself that the franc is not a reserve 
currency like the pound or (be dollar, because this means that 
the tisk of sudden witlulrawals of foreign assets is lesr serious 
than ior tlu^ USA or the UK. 

The only speculation which the French employers are pre- 
puteJ la condemn is that made in search of a profit by liquid 
funds, uiiaii.-iciic’d to commercial transactions. At the same 
tune the Bulletin js careful to point out that up to November 25 
•such speculation for pioin was, like all the other types Usted 
above, perfectly legal, tiecause in freeing the exchanges on 
September 5 tile guveriinient hud deliberately chosen to subject 
the* franc to all forms of confidence in it 

To sum up. is speculation blameworthy^^ Should exchange 
controls be imposed to try to prevent it? 

The basic fact is that if any currency is to perform its 
luncUon as a means of valuing goods and services and enabling 
them to be exchanged, it must inspire confidence, both internally 
and extemully. 11 the mismanagement of the economy arouses 
doubts about the value of the means of exchange, the holders 
of a currency have innumerable means of getting rid of it 
other than by buying a foreign currency. They can buy gold, 
antiques, pictures, jewellery, house, etc. The effect of this Is 
to diminish the liquid funds available for constructive invest¬ 
ment in industry and in other undertakigs which multiply 
wealth. 

India’s Gold Reserves 

Although lioarding in India Is partly due to immemorial 
custom, partly to the luck of understanding of investment 
opportunities on the part of the musses, and partly to the 
liui-duri of tu.xes which diminishes the rewards of enterprise, 
there can be little doubt that distrust of the rupee’s stability 
is also an imporlant clement. If the Government of India 
inaugurated policies that enabled jicopte to make money and 
to keep the rewards of their efforts, and were to launch an 
educational campaign among the masses explaining how much 
richer tiicy would be if they switched their savings from gold 
or silver into capital uivestmcnt, however modest, which would 
multiply Iheir ownership of goods and choice of services, the 
outpouring of hoarded metal might eventually attain such 
proportion!, that India would be a net lender of funds abrood 
from an embarrassing export surplus like that of West Germany. 

Hut before that could happen, New Delhi would have to 
cure itself of its obsession with “profiteering” and “speculailon". 
One of its fir.st moves should be to follow the postwar example 
of the governments of Europe by abolishing exchange control. 
They did nut, of course, achieve this overnight, but by a 
gradual (but quickening) liberalisation of the items subject to 
exchange euiitrol. Nor have the governments of Europe had 
occa.don to regrei this course. Europe’s postwar recovery was 
based <m it and. tcmixirary crises apart, they have stuck to it. 

If New Delhi were to adopt the same policy of freeing the 
wchuiiges, the rest would follow, because the government would 
be compelled to nniiage the economy in such a way as to 
preserve the value of the rupee. New Delhi is, of course, 
far from unique in imposing exchange control. Scores of other 
governments in Asia and South America fail to realise that 
by exchange and other controls (hey set up barriers to inter¬ 
national trade, which imixide their own nationals from creating 
wealth. 

Ill 

The some issue of the French Employers' Bulletin contains 
an interesting analysis of (he distributirm of the surpluses of 
twentyslx leading French industrial enterprises between (l) 
wages and salaries, (2) dividends, and (3) taxes. 

A comment made in the annual general meeting of the 


Uglne Kuhlmann Company which bu tbo saamd lugoit wages 
bill m France, throws light not only on the eomparty’s own 
problems but on the significance of the table that i 
reproduce below. The chairman said that the serious 
disturbances of May and June had created a grave imbalance, 
the exienl of which it was as yot too early to assess. The 
company's efforts In the months to come must concentrate on 
making up as far as possible for the delays in production due 
to the strikes. It must increase production and productivity 
Moreover, the substantial wage increases authorised by the 
state would cause (either directly, or indirectly through the 
effects on the easts of raw materials, services, etc.,) an 
increase in tii# company's own costs of production and upset 
the basis of the company's operations. The causM of the 
profound deterioration in France's economy in 1067 included 
the increases in costs and the fall in profit margins, the shortage 
of labour, concern over price rises and international competition, 
and goverurnentei administrative hiterferences. 

Although France Increased her exports in the third quarter 
of 1068, the increase was insufficient to re-estabUsh the balance 
of payments. The main revival in the eccmoiny has not so 
far come from investment but from Increased consumption 
following the pay rises granted to buy off lost year’s general 
strike. French costs have risen substantially in relation to 
those of her foreign competitors. The government is aware 
that Its efforts to enforce price controls and exchange control 
can only be temporary measures, and is seeking to reduce 
the budget deficit and to contract credit 

The French Employers' Bulletin ends its review of tbe 
current situation with the Delphic observation that tbe pos¬ 
sibility of “a brutal setback” in the economy “must be taken 
seriously”. In other words, keep your fingers crossed against 
another devaluation of the franc. 


DISTKlBUnUN UF WAGES, SALAUES, UlTIDENDS AND 
TAXES OF 26 LEADING FRENCH ENTERTBISES. 

(Millions of francs) 


Wages/Salaries 

Dividends 

Taxes 

Saint-Gobain 

4»6 

54,7 

238,6 

Houssel-Uclaf 

127 

12,8 

78,7 

Pechlney 

189,8 

71.4 

183,8 

Ugitie-Kuhlmann 

666,2 

63,7 

420.8 

Shcll-Francalse et Sell-Berre 
Societe Nationale des Petroles 

219,6 

23 

106,3 

D’aquitainc 

153 

98,9 

122,7 

Automobiles Peugeot 

741 

19 

681 

Citroen 

1071,9 

0 

783 

Simea 

497,6 

0 

310,5 

Au Printemps 

83,3 

15,7 

32JS 

Prtsunic 

Compagnie Francaise 

13,7 

4.8 

6,1 

D'entreprise 

74.6 

0 

16 

Lafarge 

85 

27.8 

146,7 

COE 

201,4 

35,.1 

202,2 

CSF 

354,7 

U 

126,7 

Merlin-lierlii 

148 

3 

72,4 

Radio-Technique 

65,7 

11,3 

108,2 

Inter-Technique 

27,9 

0,9 

20,7 

Ferodo 

154,6 

8.6 

673 

Compagnie Electromecanique 

192,8 

3.6 

125.9 

Brissonneau et Lotz 

69,2 

1.8 

33,2 

Rateau 

48,6 

1.1 

31,7 

Pennaroya 

81,7 

10 

66.6 

Le Nickel 

114,2 

14,5 

75 

Papeteries Darblay 

Societe Navale Delmas- 

49,2 

2 

26.6 

Vieijeux 

92,2 

2.7 

7.4 

Compagnie des Sal ins du Midi 

18,2 

2.8 

13 
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**Noii^' Says de Gaulie Again 

E. B. BftOOK 


VIENIIA: 

the most important long-term de»eliqpjMB»t at pieeent If 
President Nixon’s discovery during bis diort European tour 
of the strong reluctance ot many Europeans to accept the 
necessity of Structural reforms of the international monetary 
system. 

Mr Nixon failed to get anything oUicr than a negative 
response even to the minimal step of an early distribution 
of International Monetary Fund Special Drawing Bights. These 
SDRs were the outcome ot the Fund's annual meeting at 
Rio de Janiero in 1987~Bn aUocation of automatic credit lines 
which could be used multllaterally and which are Intoided to 
serve as reserves in balance of payments difficulties. So tar 
only 60 per cent out ot a required 80 per cent of the IMFs 
111 members have ratified this scheme. 

Although the French might find help in this scheme in 
defending the existing parity of the franc they have always 
been cool, If not obstructive, to the Idea and have consistently 
favoured a return to the gold standard. At the Rio conference 
the French worked in a lot of-safety clauses to the agreement, 
very much with the approval of the Germans. Neither of 
these countries has changed its attitude in the meantime. 

As a result, although the USA—with Britain, one of the 
proponents of the Special Drawing Rights idea—slill hopes 
officially to get the SDRs going by the end of this year, 
alternatives will be examined for a negotiated move towards 
greater exchange rate flexibility. 

Probable Development 

The most probable development in this line at the moment 
appears to be a unilateral move, or threat of it, by the United 
States to suspend the gold backing of loreign4ield dollars. This 
would imm^ately leave other countries to decide what, if 
any, parities they would maintain against the dollar. The 
USA has been confirmed in its impression that the Europeans 
idace unreasonable burdens on the United States in supporting 
parities and is now likely to act on this conclusl(m. 

International monetary reform will in aU probability now 
be handled in multiple bilateral talks between the maior trad¬ 
ing countries rather than, as formerly, by tbp Group of Ten 
deputies—the procedure adopted for Special Drawing Rights. 

The scope of the discussions wiU be wider then originally 
designed. Elexible border taxes and interest equalization levies 
are as likely to be discussed as exchange rata flexibility. Ex¬ 
tension of international liquidity and credit facilities, control 
of foreign direct and portfolio investment, restraints on multi¬ 
national companies and coordinattem of domeatle stabilization 
poUdiez will also be considered; all of which suggests that in- 
temationM financial controls and auivorta will undergo a fairly 
thorough overhaul with Europe riaklng the loss ot some of its 
American cover security in the process. 

Inside Europe itseU the most constructive suhieet at the 
present time is the continued movement towards mergers in 
the continent’s ear industry. The merger ot Flat with Renault 
was largely obstructed by the extremely nationalist French 
government. The French atmen, however, formed a company 
four years ago With Germany’s NSU, makers of hl^i-powered 
ears using the Wankel rotary engine which eliminates cylinders, 
pistons and connecting rods. This Franco-Oennan arrange¬ 
ment is likely to be followed fairly soon by <»e assodatiag the 
NSU with ttw Italian Fiat company. 

Meantime, in an auto-merger agreemnt that could have 


wide rasBOleaiiaiBs, a Vdkswagn subsidiary. Auto Union, 
malmr ot the Audi ears, has Jinked with the NSU. The latter 
has also been suceessfiil in licensing the Wankel engine for 
manufaeturw in many other countries, Induding some outside 
Europe, 

This merger move could result in getting Europe's two 
biggest car makers, Fiat and Volkswagen, to discuss co-ope- 
ratiem in which case a European car industry alliance could 
be created not dissimilar in size and Influence from the USA’s 
General Motors. 

Although at the moment the air is full of rumours that 
France may, after all, be obliged to devalue the franc and 
newspapers are featuring the “new bout of gold fever" In 
Paris it ronalns uncertain that any devaluation will take place. 
Whether one likes it or not, what President de Gaulle says in 
France usually happens there and he ia quite reliably reported 
to have sold "non" once again to any idea of devaluation. 

Weak Unions 

French trade unions are small, weak and often divided 
and it is very doubtful If they have French public opinion 
behind them now as they did last May. The French govetn- 
matt has decided that a four per cent wage increase In two 
instalments is aU Uic franc and the economy would stand 
this year and it is fairly certain titat it aU the French workers 
will get. 

The wage burden on west European Industry is lowest 
in West Gemany, Belgium and Holland, la Frmice It is five 
per cent heavier, in Britain 10 per cent and in Italy 15 pec 
cent. But, as British experience shows, the cost of wattes 
imperils an economy less than the uncertainty caused lor 
frequtmt and spasmodic strikes-and in this the British and 
the Italians carry a much heavier burden than the French. 

The principal anxiety to Paris is the increasing trade 
deficit due to remarkably heavy purchases abroad, despite 
restrictions on the purchase of cars, textiles and household 
goods from other countries and in spite of measures to assist 
exports. France has, in fact, more to fear from the actlvltlM 
of its middle class citizens than from its workers In the 
economic field. The same hoarding instinct that traditionally 
makes them stock up gold coins is now Inducing them to buy 
commodities far in excess of current needs or the posaibiUiy 
even to use tbem. De Gaulle’s principal task is not so much 
to maintain order as to calm petit bourgeois lean. 
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We do not make or fly J«tt or Rockets 
yet we are interested in iongths. 


The problem was to produce lengths alter lengths of nylon yam 
free from any defect. Our customers wanted nylon yarn suitable for high¬ 
speed warp knitting machina where as many as 110 lakh metres of 
yam is converted into cloth every hour and up to four widths of fabric 


are knitted simultaneously.A breakage of yarn in any one of the widths of 
fabric causes damage in other three widths also and the production is 
stopped on all the four widths Only a perfect yarn was the solution. 

After months and months of cease- 
less effort, research and experi- 
mentation, our experts found the 

answer We produced 40 denier ' A 

Extra Dull Nylon Yam and gave it 

a trial run on one of our customers’ CU|[ • 

machine. The result was most 
gratifying for all • (Modipon as well as 

the customtfs). Modipon yam travelled withou^^^^^^BHHp^Sm 

breakage on the warping machine on an average a 

distance greater than that between Modinagar and London.^^^BH^r 

Nylon yarn is our business We can make it do what our cunomere 
want At Modipon we engineer yam according to specific end-use 
requirements 


modipon MAKES BETTER 


NYLON YARN 
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TUK PKIMK Minister's address Ui the ‘12nd onnuid sessiun 
nf the Federation of Indian Chambers of Commerce and 
Industry last week. I was sorry to note, started on a graceless 
note. She said that she had some hesitation in accepting the 
invitation to inaugurate the session since she had a feeling that 
these meetings of the Federation were becoming merely sessions 
lor ventilating complaints. If the august lady, nevertheless, 
did decide ultimately to honour the Federation by attending its 
session and addressing it, it was because, said Mrs Gaudlii. 
she did attach importance to co-operation between the businos-, 
community and the government and felt that this annual 
session of the Federation might be a renewed opportunity lor 
bringing greater understanding and purposeful cU'Kiperation 
between the government and industry. 

1 confess I find this patronising pose taken up by the 
Prime Minister singularly irritating. Perhaps Mrs Gandhi 
was right in a way in implying that the Prime Minister 
addressing the Federation hud become a ritual which was apt 
to be annoying. But then it is a ritual which both the govern¬ 
ment and business conununity have worked themselves into 
and the annoyance certainly could be mutual. This does not 
mean ttiat the Prime Minister is doing a favour to the business 
comimmily by sparing some of her no doubt precious lime 
for speaking or listening to it just as the business community 
is not conferring any benefit on her by inviting the Prime 
Minister to address it. Thus, exchanges of ideas or even words 
do have a place in the democratic processes of government 
and just as Mrs Gandhi, in her capacity as the Prime Minister 
of the central government, finds it necessary to go through 
so many public engagements of varying degrees of importance, 
slic could easily have taken the inaugural session of the 
Federation in her stride without making such a pointless fuss 
about it. 

• • 

1 suppose ttuit even Mrs Gandhi would have found some 
pleasure in at least one part of the proceedings of the inaugural 
8es.sion of the Federation. This was when she was requested 
to present awards, instituted by the Federation, to three 
companies and three individuals for their meritorious per¬ 
formances in various creative fields ol national significance. 
The Jay Shree Tea and Industries Lbnited (which, incidentally, 
tielongs to the Birla group), received the award for agriculture 
on the strength of the highest yield per acre of tea in one 
of its tea gardens on the Anamalai IliUs in Tamil Nadu. The 
citation referred to the estate concerned having achieved the 
highest yield in lhi‘ country. It seems to be also true that 
the record set by the Kaltayar Estate (ivhich is the tea garden 
In question), is also an international record. 

Another interesting award went to Mukand Iron and Stool 
Works Liimited, Bombay, for outstanding performance in the 
export trade, the exports of this company having increased 
both steadily and spectacularly from year to year. The New 
Central Jute Mills Uniited, Calcutta, won an award for pioneer¬ 
ing work in promoting family planning in the neighbourhood of 
Its factory us well as among its workers. 

Three mote awards went to individuals, with Messrs 
Godrej and Boyce Manufacturing Company, ^mbay, scoring 
a “double". 1 hope 1 am not offending any of the Prime 
Minister's sensibilities when I say that, as a woman, she 
might perhaps have found particular aatiafaction in the fact 
that one ol the Godrej “twins" happened to be of her own 
sex. Mrs Aloo Mowdawalla received an award for the excel¬ 
lence of her work in spreading family planning among the 
employees of her company, while Mr K. N. Naorojl was given 
the award for hia contribution to the maintenance at good 


industrial relations in his company. The remaining award, 
which was for research in science and technology, went to 
Mr S. C. Gupta, Director. National Sugar Institute, Kunpur, 
for his important contribution to Import substitution by 
evolving a process which eliminates the use of sulphur in the 
■iiimuCacture of white, crystal sugar. 

Before leaving the subject of the FlCCl award, I would 
suggest that the J^ecutive Committee ol the Federation may 
consider instituting an award also for excellence in economic 
journalism. This, in my view, would be consistent with the 
basic purposes and the general scheme of the awards already 
Instituted. I may add that 1 would have no objection to annual 
awards also being given to the Member of Parliament who has 
done most during the year for promoting the cause of industry 
and trade or for the minister (Including the Prime Minister, 
or chief ministers) of the central or stale gciveriimmts who 
has contributed most for the industrialisation of the country. 

in case it so happens that the new awards suggested here 
are instituted and ‘hat the Prime Minister happens to win one 
of them, it would become necessary, of course, to invite the 
President ol India to present the award to this particular 
winner—^in which case the President may also be requested 
to inaugurate the session, thereby sparing Mrs Gandhi the 
mental conflict to which she has confessed. The President’s 
speech, on a turmai occasion like this, will, of course, be a 
statement made on behalf of the Government of India, which 
would mean tliat the Prime Minister would still be able to 
get her words and thoughts into the address without having 
to go through the job, wltirh she seems to find irksome, of 
pimsonuUy delivering it utter listening to the Pi-esldcnt of 
the Federation ventilating such complaints us the business 
community may have against government policies. 

• » 

I was one of those who hud Iclt at the tinw that the 
Chief Ministei of Maharashtra should have submitted the 
resignation of his Ministry as atonement lor the failure of ht> 
administration to protect the law-abiding citizens of Greater 
Bombay from the violcnre of Shiv Sena gangs fur days on 
end. 1 also felt—and 1 still feel—that the police chief—^If 
nut also some of his key lieutenants—ought to have had some 
lienaltics imposed on him as much for the unprepaicdncss of 
his cEtaldislimont lor the Shiv Sena outbreak as for ‘ts 
ineffectiveness in dealing promptly with the storm when it 
did break out. 

As against this, it is some satisfaction to me 
that the executive of the Maharashtra Pradesh Congress 
Committee has at least thought It necessary to come out in 
outright condivnnation of the Shiv Sena and all that it stands 
for. I am, however, rather troubled by the remark attributed 
to Mr V. B. Chavan (who was present at the relevant meeting 
of the MPCC) that the Shiv Sena represented an “Ideological 
danger" which hud to be fought at the ideological level. U 
this i.s how Mr Chavan feels about it. he ought to give up 
his place in the union cabinet and go to Bombay to lead an 
ideological crusade against the Shiv Sena, As the Home 
Minister of the Government of India, his present and primary 
duty is simply to deal with this violent movement ns a threat 
to law and order and, therefore, calling for police action, both 
preventive and punitive. That Mr Cbuvan’s attitude was not 
too clear on this point for most of the period when certain 
sections ol the people of Bombay were being held to ransom 
by what he himself had castigated at one time as 
a “pernicious, fascist movement", was one of the moir perturb - 
ing elements of that tragic occasion. 


VJB. 
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To Plug The Drain Of Foreign Exchange 

use 

RAYON - GRADE DISSOLVING PULP 

based on Kerala Bamboo 

produced and marketed 

by 

THE GWALIOR RAYON SILK MFC. (WVG.) GO^ LTD., 

(Pulp Division) 
BMakoetm-KoMede 

Gram: 'WOODPULP*. Calicut. Phone: 3971-74 


Mg. Agts: Birla (Gwalior) Pte Ltd, Calcutta 
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Much 21,1M6 


THE UNITED COMMERCIAL BANK LIMITED 


■aditeted OfOce: U, BRABOUBME ROAD. CALCUTTA-l. 

Report of the Directors 

The Olractora have iileanue in submitting to the Shareholders their Twentysixtb Annual Report and Balanue Sheet 
and Prolit & Liom Account the Bank tot the year ended 31st December, 19(i8. 


The net prolit lor the year, alter providing lor taxes and lor all known and anticipated charges, 

and including Rs. 1,01,267>=94 brought lorward from the previous account amounts to Rs. 66,30,983 »6T 


An interim dividend was paid at the rate ol U per cent, subject to deduction ot tax, which absorbed Rs. 16,80,000/'. 
The Directors have transleried Rs. 17,00,000/' to the Reserve Puiid, Rs. 22,40,000/- to Special Reserve and appropriated 
Rs. 28,50,000/' tor Bonus to stall leaving an unappropriated balance ol Rs. 60,9833:07 to be carried lorward. 

The Directors recommend the payment ol a llnal dividend at the rate ol 8 per cent, subject to deduction ol tax, 
making 14 per cent lor the year which will be paid out ol the Special Reserve and which will absorb Bs. 22,40,000/'. 

The Bank's business during the year showed satislactoiy progress. 

As against 28 branches opened in 1987, during the year under review 47 branches were opened in India, 28 at 
banked centres and 21 at unbanked centres. At tte end of 1963 the total number ol branches stood at 323—253 in hankad 
centres and 61 in unbanked centres in India—and 9 in foreign countries. 

During the year the Bank participated in the formation of the State Bank of Sikkim sponsored by the Government 
ol Sikkim by subscribing to 20 per cent ot its capital. Under the collaboration arrangement, one IMrector is to be nominated 
by our Bank and the Managing Director ol the State Bank ol Sikkim has been appointed with the consent ol the Bank. 

During the year, the Agricultural Finance Corporation Ltd was formed by commercial banks, with an authorised 
capital ol Rs 100 crores and a subscribed capital ol Rs 10 crores, fo participate actively and extensively in the development of 
agriculture. The Bank has subscribed to the capital of the Corporation to the extent of 775 shales of Rs. 10,000/- each 
on which hail tiie amount has been called up and paid. 

Mr y. M. Malatlai and Mr. M. Nopany resigned from the membership of the Board during the year. The Board 
has accepted with regret their decision to retire and wish to place on record their deep appreciation of the very valuable 
guidance and counsel given by them during their period ol utllce. 

Under Article 80 ol the Bank’s Articles of Associalion Mr. C. S. Pande has been appointed as a Director to till up 
the vacancy caused by the resignation of Mr. M. Nopany. 

Under Article 92 of the Bank's Articles of Association Mr. Shrenlk Kasturbhai, Mr. .R. M. Bangur, Mr. S. T. 
Sadosivan and Dr. B. R. liattiangadi retire by rotation, and, being eligible, offer themselves for re-appointment. 

The Banking Laws (Amendment) Act, 1988 for providing for the extension of social control over banks came into 
force with effect from Ist February, 1969. For the purpose ol Section 20 of the Banking Regulation Act, 1949 as amended. 
Advisers and members ol Advisory Committees are considered as Directors. Consequently a number of Advisers have resign¬ 
ed their membership of the Local Advisory Committees. As a result of these resignations, some of these Committees stand 
dissolved. The Directors express their gratitude to the Bank's Advisers and Advisory Committees for their valuable help and 
guidance and place on record their deep appredaUou ol the role played by them in the development of Bank's business. 
The Bank proposes to reconstitute such Committees in order to secure local patronage and guidance. 

The Directors have also to report to you changes in the general management of the Bank. Mr. S. K. Pandya, 
Mr K. R. K. lyoigar. Deputy General Managers and Mr. L. R. Suneja, Assistant General Manager retired from the Bank's 
service during the year. Tte Otrectors place on record their appreciation ot the valuable services and outstanding contri¬ 
bution made hy them to the progress of the Bank during the long period of their service. Mr S. J. Utamsing has been 
appointed as the Qenerai Managn and Mr. V. R. Oesai and Mr. D. P. Sarin have been promoted as Deputy General 
Managers. 

The Directors desire to record with appreciation and ■'ratitude the sustained support the Bank has received from 
its shareholders, depositors and clients aUke in its progress. 

The Directors also place on record thrir appreciation of the ^rvices ol the General Mana^ and the Officers and 
Staff of the Bank during the year. 

The Shareholders are requested to appoint Auditors for the currait year and to fix their remuneration. Under 
Section 30(1A} of the Banking Regulation Act. 1949 every banking company is required to obtain the previous approval 
of the Reserve Bank of India before appointing Auditors. An application has bMn mada to the Reserve Bank of India under 
the said Section seeking its approval to the re-appointment of the retiring Auditors. 


Calcutta, 
gtb March. 1989. 


R.&SHAH 

Cbataman. 
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Balance Sheet as 


CAPITAL AND UABILTEIES 

Dec. 31, 1008 

Dec. 31, 1967 

1. CAPITAL: 

Rs. P. 

Rs. P. 

Rs. 

Rs 

Authorised Capital: 8,00,000 shares of Rs. 100 each 

... 8,00,00,000 00 


8.00,00,000 


issued Capital ; 0,00,000 shares of Rs. 100 each 

... 6,00,00,000 00 


6.00,00,000 


Subscribed Capital: 0,00,000 shares of Rs. 100 each 

... 5,60,00,000 00 


5,00,00,000 


Amount Called up; 5,60,000 shares at Rs. SO per share 

2,80,00,000 00 


2.80,00.000 

2. RESERVE POND AND OTHER RESERVES: 





(a) Reserve Fund 

... 3,66MOOO 00 


3,49,50,000 


(b) Share Premium Account 

40,00,000 00 


40,00,000 


(c) Special Reserve 

22,40,000 00 


22,40,000 


(d) Development Rebate Reserve 

9,10,000 00 

4,38,00,000 00 

9,10,000 

441,00,000 

3. DEPOSITS AND OTHER ACCOUNTS: 





Fixed Deposits 

...1,22,62,63,621 53 


1,07,98,14,882 


Savings Bank Deposits 

... 45,18,76,230 32 


39,15,70,248 


Current Accounts, Contingency Accounts, etc. 

., 72,78,74,117 02 

2.40,58.13.988 87 

67,09417,573 

2,15,13,7240.7 

4. BORROWINGS FROM OTHER BANKINO 





COMPANIES. AGENTS, ETC.: 





(1) In India 

3,45,40,476 40 


3,86,96,715 


(hicludes borrowing from Industrial Develop¬ 
ment Bank of India of Rs. 3,10,34,476»40 (Previ¬ 
ous year—Rs. 3,70,61,715 =>12} and from Agricul¬ 
tural Refinance Corporation of Rs. 20,85,000=:00 

(Previous year—Rs. 1S.00,000=>00)] 





(U) Outside India 

87,43,715 48 

4,42,93,191 88 

27,34,632 

44441447 

PARTICULARS: 





(1) Secured by part of Investments and 





Advances per contra 

3,37,49,476 40 


3,86,86,716 


Gi) Unsecured 

... 1,05,43,715 48 


27,84,533 


• 

4.42,93,191 88 


4,14,31447 







Carried over 


2,88,19,07.160 78 


2484943.780 
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Bank, Linuted 

at 31st December, 1968 


ntorEBnr and assets 


Dec 31,1968 


* CASH Ra. P. Rs. P. 

In hand and with Reaerve Bank of India and Slate 
Bank of India (including foreign currency note&) 18,70,31,676 32 

2 BALANCES WITH OTHER BANKS: 

On current account: 

(i) In India Rs. 34.04,442 99 

(d) Outside India Hs. 6,18,87,762 18 6,72.42.205 17 28,42,93,881 69 


Dec 31, 1967 
Rs. Ra. 

18,90,72,643 


78,67,430 

9,81,16.877 6,56,84.00V 


3 MONET AT CALL AND SHORT NOTICE 


4. INVESTMENTS: (at below nuiiket vulue) 

(i) Securities of the Central and State Oovetn- 
ments and other Tru.stee Securities, Includmg 
Treasury Bills of the Central and State 


6A3,45,700 00 
33,30,39,881 89 


Governments 

... 72,87,16,395 

94 

6040,43,377 

(ii) Shares: 




(a) Fully Paid Preference Shares 

7,24412 

50 

2,35483 

(b) Fully Paid Ordinary Shares 

66,71,619 

70 

56,44426 

(c) Partly Paid Ordinary Shares 

30,36,872 

50 

1,45.375 

(iil) Debentures or Bonds: 

54.98.665 

00 

40,98,665 

(iv) Other Investments: 




(a) Securities of Foreign Governments and 




Foreign Trustee Securities 

246.66,504 

35 

1.0.S 92454 

(b) Unit Trust of India (Initial Capital) 

4,50,000 

00 

4,50,000 


(v) Gold 
ADVANCES: 

(Other than bad and doubtful debts for which 
provision has been made to the satisfaction of 
the Auditors) 

(i) Loans, Cash Credits, Ovei drafts, etc * 

( 1 ) In India Rs 85,62,89 794 93 

(Includes Rs. 3,77,64,476=40 (Previous Year 
Rs. 4,32,91,715 =>12) and Ri. 21A5,000»'00 
(Previous Year—^Rs. IS.OO.OOOsOO) relating 
to medium-term advances m respect of which 
finance has been obtained ffom Industrial 
Development Bank of India and Agricul¬ 
tural Refinance Corporation respectively as 
per cemtra.] 

(U) Outside India Rs 9,51,69,922 67 


77,17,64,269 09 


05,14,29,717 60 


(II) Bills Discounted and Purchased (excluding 
Treasury BUU of the Central and State 
Governments) 

(1) PoyabU in India Rs 27,04,98,729 88 

[Includes an amount of Rs, Nil (Previous 
Year—Rs. 1,75,00,OOOsOO) of Usance Pro¬ 
missory Notes lodged with Reserve Bank of 
India for advances under Section 17 (4) (c) 
of 'Die Reserve Bank of India Act] 

(Ui Payable outside India Ra. 11^0,62,369 61 


8A4,96A72 

1,01,23.88,434 


26,04,03,266 


5A0.B2,390 

S1A8,19,000 


62,42,10492 


9248,91,462 


Caixlad over 


38,88,61,099 49 1,43,9940417 09 

2,93.53,94468 77 


9,4242,454 

85,4646,720 146,70,14.154 
2.30,40.44,046 
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The United Commercial 

Balance Sheet as 



CAPrtAL AND UABaniES 


Dec. 31, 1988 

Dec. 31, 

1967 




Ra. P. 

Rs. P. 

Rs. 

Rs. 


Brought forward ... 


2,52,19,07460 75 


2,26.29,03.790 

9. 

BILLS PAYABLE . 



3,62,76,975 27 


2,81,38,679 

(t. 

BUXS POE COLLECTION BEING BILLS 

BECEITABLE u per tmOn: 







(1) Payable in India 

. 

18,56416,729 63 


17A1A3498 

• 


(il) Payable outaide India 

... 

5,87,93,471 21 

24,44,26,200 84 

5A9,17,278 

234)1,00.476 

1. 

OTHEE LIABIUXIES 







(1) Branch adjuatinenta 


5,43,46,462 17 


7,03,90A09 



(ii) Unclaimed Dividends etc. 


32,44,926 43 

5,75411,388 60 

27,30,194 

7,31,20,703 

«. 

ACCEPTANCES, ENDOESEMENTS AND OTHEE 

OBLIGATIONS per contra: 


2141.07,330 40 


26,34,01.769 

9. 

PBOFIT AND LOSS: 







Profit as per last Balance-Sheet 

.. 

1,91,287 94 


3,41,973 



Add Profit for the year subject to bonus 

... 

83,39,715 73 


88,99,295 



H 

Less Appropriations made; 

i 

85,30,983 67 


89,3U68 



To Reserve Fund ... Rs 

17,00,000 00 



18,20,000 



To Interim Dividend ... ... Bs. 

10,80.000 00 



16,80,000 



To Special Reserve ... ... Rs. 

22,40,000 00 



22,40,000 



To Bonus to staff ... ... Ra. 

28,50,000 00 



30,00,000 





84,70,000 00 

60,983 67 

A 

87,40,000 

1A1.868 









Carried over 

... 


8,0743.64,045 88 


8AS,7IA1A45 
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Mardi 21,1969 

Bank, limited 

at 31st December, 1968 

PBOPEBIT AND ASSETS 


Brought forward 

rABTlCVLABS'OF ADVANCES: 

> (i) Debts considered good in 
respect of which the banking 
company is fully secured 
(ii) Debts considered good fw 
whidt the banking company 
holds no other security ttum 
the debtors’ personal security 
<iUl Debts considered good accur¬ 
sed by the personal liabilities 
of one or more parties in 
addition to the personal secu¬ 
rity of the debtors 

(Iv) Debts considered doubtful or 
bad, not provided tor . 


(V) Debts due by directors or 
officers of the banking com¬ 
pany or any of them either 
severally or jointly with any 
other i)ersonB 

(vi) Debts due by companies or 
firms In whidi the directors 
of the banking company are 
interested as directors, part¬ 
ners or managing agents or, 
in the case of private com¬ 
panies, as members . . 

(vil) Maximum total amount of 
advances, including tempo¬ 
rary advances made at any 
time during the year tp direc¬ 
tors or managers or officers 
of the banking company or 
any of them either severally 
or Jointly with any other 
persons 

(vlii) Maximum total amount of 
advances, Including temporaiy 
advances granted during the 
year to the companies or 
flans In which the directors 
of the banking company are 
mterested as directors, part¬ 
ners or managing agents or, 
in the case of private com¬ 
panies, as members 
(lx) Due from backing companies 

6. mLS KECEIVABLE BEING BILLS FfHC 
COLLECnON as per conln: 

(I) Payable In India 

(II) Paimble outside India 


Carried over 
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Btetha, Mn 

erdal 

Balance Sheet as 


I) (1 1 11 


CAPITAL AND LIABILITIES 


Dec. 31,1968 


Dec. 81, 1887 



Rs. P. Rs. P. 

Rs. 

Rs. 

Brought forward 

' 3.07,13,64,0« 58 


2,85,7841445 


Re. 49,06,517 SO 


Rs. 16,54,235 83 


lU. 63.11,18,533 83 


Rl. 2,14,23,378 44 


Re. 26,57,18,079 29 


delivered. 

Notea:(l) There is a liahlUty for outstanding bills, not certified 
by the architects, in respect of the Bank's buildings. 

(2) Provision in full for gratuity accruing on retirement 
of staff has not been made, 

(3) The Income-tax assessments in India for the years 
1940 to 1058 have been reopened as the Income-tax 
Officer has differed with the method adopted in the 
past by the Department for allowing Double Inconua- 
tax Relief. Tax liability for the years 1959 to 1863 
have been calculated by him according to the new 
method. The Bank has disputed the action of the 
income-tax Officer. No provision has been made 
in the accounts In respect of the demand lor reopen¬ 
ed assessments which may ultimately be fixed by 
the Department. Tax provisions for the years 1864 
to 1968 have been made on the basis adopted all 
along in the past and previously accepted by the 
Department 

(4) No further Information was available during the 
year about the assets and Uabilltles In Pakistan as 
on 27th August 106.5, hence they are incorporated In 
the Balance Sheet at their net book value. 


lu. CONTINGENT LIABILITIES: 

(i) On Partly Paid shares 

(U) Claims against the banking 
company not acknowledged as 
debts 

<iU) Guarantees given on behalf of 
customers and Correspondent 
Banks 

(iv) Bills of Exchange Rediscount¬ 
ed (including Bs. 2.00.73.824=:= 10 
with the Industrial Deve¬ 
lopment Bank of India) 

(v) Forward Exchange Contracts 
outstanding for the pur¬ 
chase and sale of Bills and 
TelegrapUc Transfers of 
which up to 28-2-1009 
Rs. 5,13,71.501=89 have been 


Total Ba. 


8.0743,84,048 58 


2,B8.78414M8 
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AND ASSRtS 


Dm. 31.1968 


Dm. 31, 1867 


Brought forward 

Rs. P. 

Rs. P. 

2.7738,14.869 61 

Ra. 

Rs. 

233,41.44352 

7. CONSTITUENT’ LIABILITIES FOB ACCEPTANCES. 
ENDOB8EMENTS AND OITOEB (»UOATION8 
per eontre 


21,11,07,336 40 


2634.01,789 

A PBBMISES LESS DEPBECUHON: 





Coet u pet taut beleoee-iheet 

2,50,60,576 85 


2,45,12,487 


Additlooe (Be. 81,10,418as67) LeM deducthme 
(Re. Nil) during the jrear 

31,10,415 67 


5,48,110 


Leee depredation writtoi oft to date 

2A1.70.062 52 
35.83,497 14 

2.4537.498 38 

2,50,60,577 

31,40334 

2.19.19343 

9. FUBNITURB AND F1XTUBB8 LESS 

DEPBECIATION: (Indndlar vdilelee aad egnlpneBt) 





Cost as per last balance -aheet 

Additions (Rs. 62,79,«3a83) Leas deducUoni 
(Ra. 2,eo,667 s23) during the year 

3,29A0,364 87 

60,09A26 60 


2,74,66345 

54,92320 


Leae depreciation written off to date 

330,69,191 17 
1,78,18,486 94 

2,1130,704 23 

33939,305 

132,18,501 

1,76.43.804 

Id. OTHER ASSETS, INCLUDING SILVER; 

(1) lund and Buildings: 

Cost as per last balanco'etieet Rs.. 44,34.906 45 
Additions (Rs. 21A1.671 b07) 

Leas dedueUons (Rs. Nil) 

during the year Rs. 81A1A71 07 



U41316 

2433,091 


Ro. 66,26,777 52 



4434,907 


Leas Transfer to Premises 

account Rs. 24,04,623 71 



••• 


(II) Interest accrued on Investments 

(III) Advance paymoat of InoomMax after set off 

4233.153 81 
8238318 35 


44,34307 

5933334 


of amounts on assessments under Section 140A 

2.1238,706 10 


88.03.445 


(hr) Stamps and Stationery 
(v) Silver 

1,12,143 10 


99328 


11. NON-BANKING ASSETS ACQUIRED IN SATS- 
FACraON OF CLAIMS: 


338.91,911 38 


23332.104 

Lend and Buildings (at cost) 


8,11,728 88 


4,19308 

12. PROFIT AND LOSS . 


,,, 




ToUlIU. 


3A7,13A«A46 81 


SA8,7B.91A4S 
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The United Conunercuil 

Bakmce Sheet as 


EXPENDITOliS 


Year ended Year ended 

Dec. 31, 1B68 Dee. 81, 1967 




Bs. p. 

Rs 

1. 

Interest paid on deposits, borrowings, etc. 

7,73,70,214 52 

7,16,23,028 

2. 

Raiarlcs and allowances and Provident Fund 

949.11.602 65 

4,5846,594 

8. 

Directors’ (Rs. 72,000) and Local Committee members* lees and allowancis 

1,03,550 00 

1,05,690 

4. 

Rent, Taxes, Insurance, Lighting, etc. 

65,47,418 86 

57,85,775 

5. 

Law charges 

1,28,775 92 

1,08,548 

6. 

Postage, Telegrams and Stamps 

26,54,506 18 

22,18,764 

7. 

Auditors’ lees tor statutory and periodical audits 

8,65,148 06 

2.54,851 

6 

Depreciation on, and repatn to, the Banking Company’s property 

34,24,092 86 

87,95,890 

9. 

Stationery, Printing, Advertisement, etc. 

46,87,408 86 

40.06,013 

10. 

Loss from sale of, or dealing with, non-banking assets 

••• 

• •• 

11. 

Other Expenditure 

65,91,561 77 

57.18,973 

12. 

Balance of Profit subject to bonus 

83,39,715 73 

85,89,295 


Note: Purticulars of total remuneration Be. 94,305=00 relating to the 
Chairmnn (Chief Executive Officer);— 


(i> Salary Rs. 72,000 (il) Allowances Bx. 6,000 (ill) Contribu¬ 
tion to the Provident Fund Rs. 6,000 (iv) Monetary 
Value of Perquisites (Free Quarters, Motor Cor and 
Medical Aid) Rs. 10,205ss00. 


Total Rs. 16,30,33,989 43 14,70,37.875 


The above Accuunis have been drawn up in accordance with the provisions of Secticm 29 of the Banking Begulaliuti 
Act, 1949. 



R. B. SHAH 



Chairman 


M. P. BIRLA 

T. S. RAJAM 

SHRENIK KASTURBI 

a N. BANGllR 

S. T. SADASlVAN 

a a HATTIANOADI 

A. C. MITRA 

R. N. SEN 

KAGHUNATH SINGH 

LALA RAVI S. RAMSABNDAS 

C. D. SHAH 

C. aPANDE 


IMneton 
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Bank, Limited 

at 31st December, 1968 



(iM provision made during the year 
IHOOIIE for bad and doubtful debts and other 
usual or necessary provisions) 

Year ended 

Dec. 31, 1868 

Year ended 

Dec. 31, 1967 

1. 

Interest and Discount 

Bs. p. 

13,18,78,790 93 

Rs 

11,98.68,043 

2. 

Conunission, Exchange and Brokerage 

2,93,14.260 14 

2.92,66,611 

3. 

Renta 

18,06^31 74 

18,14,171 

4. 

Net profit on sale of investments, gold and silver, land, premises and 
other assets (not credited to Reserves or any particular Fund or Account) 



6 . 

Net profit on revaluatian of investments, gold and silver, land, premises 
and other assets (not credited to Reserves or any particular Fund or 
Account) 



6. 

Income from non-banking assets and profit from sale of, or dealing 




with, such assets 

24,046 62 

60 

7. 

Other receipts 

... 

... 

8. 

Loss 

... 

... 


Total Rs. . 

18,30,23.089 43 

14,70,37,878 


S. SUBRAHMANYAN 
Chief Aoeonatut 


Calcutta, 

8th March, 1088. 


S. J. UTAMSING 
General Manager 

Aa per our report annexed. 
G. P. KAPADU & CO. 

K. N. GUTGOTIA ft CO. 
RAY & RAY 

Chartered Aceontanto 


REPORT OF THE AUDITORS 

TO THE MEMBERS OF THE UNITED COMMEECIAL BANK LIMITED 

We have audited (he attached Balance^heet of the United Commercial Bank, Umited, os at 31st December, 1968, 
and the Profit and Loss Account of the Bank for the year ended upon that date, annexed thereto, in which are Incorporated 
Branch retunu, except of Karachi Branch, audited by Statutory or other Auditors and certified returns of Karachi Branch as 
of 27th August, 1969 (vide Note 4 to the Balance^heet) for which exemption from provisions of Sec. 228 of Companies 
Act, 1856 has been obtained from the Central Government under clause (1) (d) of Rule 4 of the Companies (Branch Audit 
Exemption) Rules, 1061. The reports on the accounts of the Branches audited by other Auditon have been forwarded to 
us and dealt with in preparing our report in tlu manner considered necessary by us. 

We report that: 

(a) we have obtained all the information and explanations which, to the best of our knowledge and belief, were 
necesaary for the purpose of our audit and have found them to be satisfactory; 

(b) the transactions of the Bank which have come to our notice have been witiun the powers of the Bank: 

(c) in our opinion, proper books of account, as required by law, have been kept by the Bank so far as appears from 
our examination of those books, and proper returns adequate for the purpose of our audit have been received 
&om the Branches of the Bank; 

(d) the Bank's Balance-sheet and Profit and Loss A>-count, dealt with by this report, are in agreement with the 
books of account and the returns; 

(e) in our opinion, and to the best of our information and according to the explanations given to us, the said 
accounts give the information required by the Companies Act, 1098, in the mann«r so required for banking 
companies and, oa such basis, the said Balance-sheet gives a true and fair view of the state of the affairs of 
the Bonk aa at 31st December, 1968, and the Profit and Loss Account gives a true and fair view of the profit for 
the year aided upon that date. 

O. P. KAPADXA & CO. 

K. N. GUTOUTIA St CO. 

RAY & RAY 
Chartered Aecountante 


8th March, 1988. 
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COMPANY MEETINGS 

THE UNIIED COMMERCIAL BANK LIMITED 

Statement of the Chairman, Nr. R. B. Shah 

The Annual General Meeting of the Shareholders of tiie United Commercial Bank Ltd., will be held 
at the Registered Office of the Bank at 10, Braboume Road, Calcutta, on Wednesday the 9th April, 
1969 at 4 P. H. The following is the full Statement by the Bank’s Chairman, Mr. R. B. Shah, 
circulated to the Shareholders with the Directors* Report and Accounts for the year ended 3l$t 
December, 1968. 


During the course of 1968 the Silver Jubilee of the United 
Cutnniercial Bank was celebrated in the tnajor cimtres in 
which it operates. You may recall that the first of the func¬ 
tions relating to this event was held in Calcutta Inst year with, 
appropriately, Mr C. D. Birla presiding. At other centres, we 
were fortunate in enlisting the support of the outstanding 
personalities and personages who graced the functions with 
tbcic presence. To them as also to the constituents and friends 
of the Bank who, in participating in these celebrations, offered 
evidence of their good-will. I must first express my gratitude. 

The Silver Jubilee Ye.ar of Ucobank was, coincidentally 
enough, the year in which the Board was reconstituted so as 
to <-onfurm to the stipulatlomi in this regard under the then 
Bunking I.aws (Amendment) Bill. Since my last report to you, 
Mr Yovimlra N. Mafallal and Mr Mohanlal Nopany retired from 
the Board and I would like to place on record our appreciation 
of their wise counsel and guidance. U should also be recorded 
here that the housu's of Mafatlal and Nopany have been asso¬ 
ciated with Ui'obunk since its very inception, and that they 
have greatly assisted in the development and progress of this 
institution; and 1 am sure that this abiding association will 
continue. The Board also welcomed during the year Mr C. S. 
Piinde, Secretary-General of the Indian Chamber of Commerce, 
Calcutta, who was appointed a member in June 1968. 

IIKFOSITS 

The deposit growth of commercial banks was maintained 
during the year under review. Deposit resources of your Bank 
rose Iroin its ill0.14 crores to Rs 240.58 erores, an increase of 
nearly 12 pur cent that compares favourably with the experi- 
eiue of commercial banks taken us u whole. Increases have 
occurred uratcr all relevant heads, though I should add that 
the rate oX growth in Savings Deposits has, as has l)een the 
case with the banking system generally, slowed down. Possibly 
this is because there is a tendency on the part of depositors 
to lake advantage of the higher rate of interest available on 
lime (ieposits—llcobank's Fixed Deposits rose by Rs 14.65 
crores uguinsl Rs 12.19 crores in 1967. 

I.iaL'10 ASSRTS AND LIQUIDITY RATIO 

The liquid asscl.s of the Bank, as constituted by Cash in 
Hand, Balance with Banks and Money at Call and Short Notice, 
ainouiitcd to Rs 32.;t6 erores representing 13.4 per cent of 
deposits as against Rs :tl.:*8 crores (14.5 per cent) at the end 
of the previous year. The Ikiuidity ratio as such as comprisetl 
by Cash in Itaiul and bank balances. Money at Call and Short 
Notice and unencumbered Government securities was higher 
.It 43. 7 per cent against just under 13 per cent last year. Your 
Bank, in common with other commercial banks, made consi¬ 
derable additions to gilt-cdgcd holdings for reasons which I 
shall later be stating at length 

1NVESTMF,NT8 

The investments of the Bank increased bv Rs 14.75 crores, 
with the bulk, or Rs 12.67 crores, being under the head of 


Central and State Government securities, including Treasury 
Bills. 

ADVANCES & BILLS 

Although expansion in bunk credit reached record propor¬ 
tions in the 1967-68 busy season, credit conditions were gene¬ 
rally ea.sy during last year. Indeed, I may mention, in this 
context, that in the case of yoiir Bank the credit ratio consis¬ 
tently hovered at a level lower than normally is the case. It 
i.s clear that the busy season expansion of I'ommercial banks 
a.s a whole was mainly duo to the advamxjs for food procure¬ 
ment extended by the State Bank of India and its subsidiaries. 
Hence, in the case of Ucobank, for the second year in succes.sion, 
the rate of increase in advances slackened. Advances, includ¬ 
ing bills purchased, rose only by Rs 7.30 crores against 
Rs 9.07 crores in the previous year and as much as Rs 2a 
crores in 1966. In the light of the satisfactory and .substantial 
accrual of new deposits, the credit ratio inescapably declined 
to 60 per cent at the end of 1968 as compared to 64 per cent at 
the cud of the previous year. This trend of reduction in the 
credit ratio in recent years, from 70 per cent at the end of 
1965 to 60 per cent at the end of 1968. would obviously be 
reflected in a slower growth in operating income. 

VBOFIT & LOSS ACCOUNT 

As just noted, there was a reductiou in the proportion of 
higher earning assets. Accordingly, in order to ensure that 
there was remuneraUve utUisaUwi of resources, the Bank 
increased its holdings of gUt-edged, but the increased earnings 
therefrom could scarcely match what would have been fetched 
by an expansion in credit. Since, however, there simultaneoasty 
continued to be an increase in the operating costs, the profit 
of the Bank inevitably showed some slight erosion. Moreover, 
Ucobank, in compliance with the official objective of spreading 
the banking habit opened 47 branches against 28 in 1967. 
Such accelerated programme of branch expansion and normal 
Increments were responsible for an increase of Rs 71 lacs in 
Salaries and Allowances, while the larger accretion of time 
deposits caused a rise of Rs 57 lacs in Interest Paid on Deposits. 
The working results of the Ucobank also for 1968 were condi¬ 
tioned, us 1 shall have cause later to point out, by extension 
of social control over banks as also by directives that as conse¬ 
quential measures, the Reserve Bank issued to the banking 
system. The profit of the Bank is placed at Rs 83.40 lacs 
against R* 85.89 lacs. The total reserves of the Bank stand 
augmented at Rs 4.38 crores with the transfer of Rs 17 lacs 
to the Reserx-e Fund and Rs 22,40 lacs to the Special Reserve 
for payment of dividend. 

PRIORITY SECTOR ADVANCES 

1 should like to introduce here a paragraph on the opera¬ 
tions of the Bank which are not readily to be seen in the 
accounts, though they form an integral part of them. In parti¬ 
cular, the achieving of targets of lending under social control, 
or the progress towards Uam, needs to be observed. Thus, in 
the field of experts, limits sanctioned lor packing and post- 
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IHIV* liaan during tiw fmt bgr Ba 8 crorae to 
8s 12 ctom. Tblf ol.oaunt ta ia addltiso to tba regular 
purdiaaa of auport billa^. !u tba eaaa of agrlcultun, s«nettnn i»^i 
UmiU taava now reaebed a lavel of Ba 1^ croraa. Aftar the 
end of tba year antler review, a further sum of Ba 46 lacs baa 
been sanctioned tot anarglatng of walls in Gujarat These 
agricultural advances are under the category of nii«i»tQnr« to 
the priority sector, but it may be noted that tbe Bank’s tradi¬ 
tional link of credit to plantations, amounting to Rs 6 crorea, 
(smtinues to be extended. In particular, it is heartening that, 
id the Good-affected dlatricta of Bulsar and Navsari, Ucobenk 
was able, in a brief period of a month, to extend Rs 5 lacs as 
loans direct to some 240 agriculturists. 1 should also mention 
the special assistance whicta was extended by Ucobank in the 
Good-riven districts of Surat in the West and Jelpaiguri in 
the East to tiw extent of some Rs 60 laca Such assistance 
went direct to smell traders and industrialists. Thirdly, sanc¬ 
tions for loans to small industry had been built up by tbe end 
of 1068 to over Rs 12 crores. Lastly while on the subject of 
priority sector loans, 1 think the Bonk's responsibility for 
assisting its own staff may usefully be considered at this stage. 
Ucobank offers loons to staff for acquisition of motor cam, 
scooters and cydos as also for purchase and construction of 
houses. Loans sanctioned under the latter head had amounted 
by the end of 1868 to Rs 1.24 crores, a not laconsiderable sum. 
Such financial assistance for meeting the personal needs of 
individuals, especially lor purchase of durable consumer goods, 
is now also available to the Bank’s constituents. 

STAFF 

As I had mentioned last year, it was loyalty and bard work 
of the staff of Ucobank past aitd present, which bad contributed 
not a tittle to tbe giant stride that the Bank has been able to 
take in its first 25 years. In recognition of such services, 
Ucobank paid the Bank’s staff last year a special bonus which, 
in the aggregate, called for a distribution of over Rs 10 lacs. 
Such distribution has to be seen in tbe light of the already 
discernible erosion in proGts. X had thought that, despite the 
trend of the declining bank proGtabillty, a special occasion tike 
Silver Jubilee should be suitably observed by payment of such 
bonus. But it should be clear tiutt such a bonus, as paid last 
year, cannot and should not form part of the normal bonus to 
be paid on Bank's working. This obviously would have to bear 
a relation to the proGts generated in each year by each indivi¬ 
dual bank. 1 am sure tiiat Bank staff will realise the loitic of 
this argumoit and omtinue to give their best to tbe organisa¬ 
tion in miabllng it to meet tbe challenges of future years. In 
particular, 1 look forward to receiving from tbe staG the co¬ 
operation, that it has so readily extended in the past, in 
assisting in the smooth functioning of our Organisation and 
Methods Division by offering their own suggestions and imple¬ 
menting programmes for improving efGdency and productivity. 

A beginning has bean made, already, towards decentralisa¬ 
tion of duties and responsibilities by appointment of Area 
Managers who would now be guiding the Managers of branches 
in their respective areas with a view to development of busi¬ 
ness' and toning up of internal routtn& It is proposed to make 
some further app^tments of Area Managers to due course. 
In the same way, with the increase to the number of branches, 
and with, perhaps, the need for more autonomous functioning 
within particular xones, it may become necessary to appoint 
more Regional Managers, carrying with them a larger responsi¬ 
bility for the regions under ttielt care and guidance. 

Lastly on staff matters I should take this opportunity to 
refer to the retirement during lost year of Mr 8. K. Pandya 
and Mr K. R. K. ^engar. Deputy General Managers, and Mr 
L. B. Suneja, Assistant General Manage. These thm senior 
executives had assisted loyally and efficiently to the develop¬ 
ment of the Bank's business during their long association, and 
I would record here our Ugh vpreeiattoo of their services. 
Since then, Mr 8 . J. Ptamsfaig has hesn appointed General 


Manager: Mr V. R. Desal and Ur D. P. Sarto have become 
Deputy General Managera; and Mr S. Subrahmanyan has assum¬ 
ed chvge as Chief Accountant The incumbency of such posts 
of responsibility by younger blood with long experience with 
the Bank may be expected, I am conGdent to imbue the opera¬ 
tions of Ucobank with a new sense of dynamism. 

ECONOBOC REVIEW 

For a second successive year India had the beneGt of a satis- 
iactory set of foodgralns crops. Indeed, at one stage, to the 
granary of India comprised by Punjab and Haryana, deliveries of 
wheat by agriculturists posed a serious problem of storage 
and transport. The break-through to agriculture or tbe emer¬ 
gence of the green revolution can now be conGrmed as having 
tuken place. For, the gaina to agricultural production of the 
lost two years ore to be ascribed to three or four speclGc 
factors. Firstly, there is a range of new agricultural inputs 
such as pesticides, better seeds hybrid varieties, high yielding 
varieties and fertilizers which are being increasingly produced 
or made avaiiahle. Secondly, over and above the role to agricul¬ 
ture of tbe major and minor irrigation works, we have had the 
emergence of a particular concentration of interest in tbe 
harnessing of subsoil water. More and more shallow and deep 
tube welia are being sunk, and mon and more of these wells are 
being energised. Thirdly, there u also the fact that India has 
begun to produce varieties of agricultural implements and 
equipment. Lastly, the farmer himself to fuU knowledge of 
the prosperity that the adoption of this new strategy will bring 
to tom, is b^g enabled to make increasing use of this poten¬ 
tial by greater availability of financial resources. In briet 
India is no longer wholly at the mercy of tbe monsoons. 

The satisfactory crops withal, with a view to ensuring more 
than merely short term stability to the prices of agricultural 
products, Government decided upon continuance of foodgralns 
imports on a massive scale for the third year to succession. 
However, the quantum has been reduced from 10.4 million 
tonnes in 1966 to 8.7 mllUon tonnes and 5.7 million tonnes in 
1867 and 1968 respectively. Meantime, within the country, 
food procurement was stepped up to order to build up buffer 
stocks for what 1 may call equaUsation of prices over a cycle 
of years. It has been estimated that, at the end of 1968, aggre¬ 
gate stocks of foodgralns with Government would be of the 
order of 3.5 million tonnes and by the end of June 1966 tbe 
level of such stocks, it is anticipated, will rise to 5 million 
tonnes. Thus, given foodgralns production at a level around 
95.6 million tonnes and continuing Importa, India experienced 
in 1968 for tbe first time in years the phenomenon of relative 
stability in prices. During 1908, the index number uf whole¬ 
sale prices moved within narrow confines. 

The fact that there was a second successive satisfactory 
crop year wos responsible, as 1 bad suggested in my speech 
last year, for the generation of demand for consumer goods 
other than merely cotton textiles from the newly emergent 
consumer, the rural dweller. This to turn led to a revival to 
industrial production in the second half of 1968-69. Were it 
not for a disastrously small raw jute crop, the indices of todua- 
trial production would have recorded on even more gratifying 
increase. 

The Economic Survey tor 1968-69 mdies the point that, des¬ 
pite the recessionary trends since, say, 1866, there have been a 
number of industries which “continued to grow at fairly rapid 
rates even during these yean.'* The examples cited are electri¬ 
city generation, refining of petroleum, basic toduatrial chemi¬ 
cals and fertilizers. However, the highlight of the year past is 
that the recessionary forces themselves are seen to be on their 
way out. IndusfHal production had riaan at over 8 per cent 
per annum from 1861 to 1964. The recesalon evidenced Itself 
in the growth rate declining to 1 per cent to 1966 and In out¬ 
put actually decUntog in 1867. It ia now anticipated that the 
rate of growth of industrial output to 1968 will be between 6 
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per cent and S per cent Figures availab^ lor Uw first 9 montlis 
of 1968 indicate the resumption of pron^ced growth in indus* 
tries relating to machinery except electrical, rubber products, 
beverages and tobacco, paper, mining and quarrying and cotton 
and woollen textiles. There is no reason why this growth 
pattern should nut continue, and in other sectors ol industry 
as well. 

RECUVEBT FROM RECENSION 

Whut of the year ahead? The authorities appear to have 
the confidence that the level of foodgrains production ol the 
last two years will, unless drought or floods of calamitous 
proportions intrude, be the irreducible minimum. Indeed, my 
own view would be that the agriculturist, having seen for 
himself during these past two years the prosperity within his 
grasp through the utilisation of the new inputs, will on his own 
accord and by his own initiative make possible a sustained 
increase in foodgrains, if not in the total of agricultural, pro* 
duction. it would follow that the fresh generation of purchas* 
ing power with the rural population will quickoi the demand 
for an ever increasing list of consumer goods such as electric 
fans, sewing machines and transistors not to speak of the whole 
range of cosmetics. As I have argued before, such increase in 
demand lor consumer goods will necessitate increase in basic 
industrial production since, otherwise, the raw materials for 
the consumer goods industry will not be available or will 
prove to be in short supply. That is to say, the recovery from 
recession or a revival in industrial production should, during 
1869, be even more pronounced than was the case last year. 
The continued burgeoning in agricultural production, the rise 
in industrial production generally and the fact that expendi¬ 
ture on the Fourth Plan during the first year of that quin¬ 
quennium will be (save Bokaro) on short gestation projects 
should ail moan that, although tte Deputy Prime Minister has 
budgeted lor deficit financing to the tune of Rs 250 crores in 
1068-70, we should have another year ol stable prices. Indeed, 
since the high prices ruling for raw jute during 1967-68 will 
act as a spur to larger sowings for the 1968-69 crop year, the 
potential bumper crop in raw jute should imply even a decline 
in the index of wholesale prices. I mention this because the 
general index of wholesale prices was affected during 1968 
by the rise of 7.5 per cent in the pric» of bidustrial raw 
materials, itself mainly the result of an increase ol as much as 
67 per cent .in the price of raw jute. 

NATIONAL CREDIT COUNCIL 

The Banking Laws (Amendment) Act came into force from 
1st Febru.ary 1069; but the banking system had by and large 
anticipated the organisational and other changes which were 
required so that individual units would conform to the stipula¬ 
tions ol the new Act. While the Bill itself, os published in 
December 1067, largely included the new emphases that the 
tonklng system should have regard lor, there vrare further 
indications from time to time of the changes in attitudes and 
policies which wuuld be entailed. Thus, for example, it was at 
the first meeting of the National Credit Council that a specific 
.stress was placed upon banks’ role vis-a-vis the priority sec¬ 
tors comprised tiy small industry, agriculture and exports. In 
furtherance ol Us objective ol giving directions about credit 
aUocations as between the different sectors of the economy, the 
NCC constituted, during the year, a set of 5 Study Groups. 
Moreover, at the second meeting of the NCC, for the first time 
on attempt was made to project deposit growth as well as to 
allocate the credit disbursements ol tbe banking system as 
between the existing pattern ut advances and the credit needs 
of the three priority sectors. Banks have devised various 
schemes, on their own and individual initiatives, for enlaripng 
the flow ol credit to small Industry, agriculture and exports. 

IMPEDING FACTOBS 

At this stage, I should like to mention certain factors 
which are impeding rapid increase in the Hnsneing of ♦><««» 


three elements. Fixitly, while banks gnetsily do Ididc upon 
the creditworthiness of the small industrialist as the basic 
criterion, the snag has been that smaU induetxy Is itself in a 
bad way owing to the two years and odd of secesaton. Not only 
.has this implied a sparseness in new loan ai^iUcatiana, a 
greater obstacle has been that even with bank finance, lesump- 
Uon or revival ol production is not always certain of achieve¬ 
ment There is, 1 fear, the tendency for the small industrialist 
who has been in trouble to divert the proceeds of a loan alter 
it has been obtained to purposes otfaw than for production. 
While such diversion is understandable, unless banks as a 
matter of poUcy decide that a large portion ol the credit ex¬ 
tended to the small industrialist be clean in nature, I appre¬ 
hended the poBsibiUfy ol the smaU industrialist not being in a 
pusition, where bunks’ supervisioa as to end-use of credit 
limits Is strict, to draw upon his loan or to increase production. 

Secondly, loans lo the agricultural sector ore necessarily 
seasonal, sometimes even wnen they refer to equipment. It 
is no doubt true that figures relating to outstandings of finance 
.to the farm sector will not be found, as at the end ot 1968, 
|to have shown any cmuiderable improvement. But regard 
I must be had for tbe fact that banks had previously not had 
p the experience ol, nor the organisation lor, farm Lnanc-ng 
in any worthwhile measure. Alter ail, the new agriculiuxal 
inputs have but recently come on the market or are available 
in signiflcant quantitioi. In the case of your own Bank, I 
may state that a beginning has already been made in the 
extension of assistance to tbe rural sector in a variety of 
ways. Such assistance has taken the form ol, lor example, 
investment in debentures ot Land Mortgage Banks, loans to 
State Electricity Boards for rural electrification and energising 
of wells, and advances direct to the fanner in respect ol 
purchase of inputs as well as equipmmit, besides help lor land 
development schemes. Also, Ucobonk joined with other banks 
to establish the Agricultural Finance Corporation, which is 
engaged in finance of agriculture on its own or in participation 
with other commercial banks principally in projects Involving 
considerable finance and which consequently it may not be 
possible for any individual bank to take up. Since its formal 
establiahment in tbe middle of last year, tbe Corporation has 
already made an impressive start in extending such assisiance. 

1 have every confidence that, with the experience gained last 
year and in tbe light of such rural branch expanalon as has 
taken place, it will be pmsible in the years to come to step 
up more swiftly the quantum of assistance to the rural sector. 
1 may add that the intensification of farm fmancing will also 
be helped by assessment and extension ol credit on a project 
area basis rather than to individual agriculturists at several 
branches ol tbe Bank. 

Thirdly, as regards export financing, it js true that there 
has been a substantial increase as indeed is attested to Iqr the 
sharp rise in exports during 1868-89. But the newcomer is 
at a disadvantage—he does not possesa tbe contacts abroad 
nor, quite often, is he aware of tbe complexities of the export 
documentation without which bank financing is impossible. 
The Indian Chamber ol Commerce has broui^t out a booklet 
Intended to help out the aspiring exporter; but It will be 
quite some time before he is technically competent to avail 
ol bank finance. 

• 

One of the contributory factors leading to tbe Govenunait 
decision to extend social control over the banking system was 
the feeling in certain quarters Uiat banks were tending to 
concentrate their assistance to luge and established industry 
to the neglect of the small-scale industrialist or the agriculturist. 
At the same time, there had also been a feeling that loans 
at prime rates were available only, to larger borrowers with, 
once again, the small man being compelled to bear a higher 
rate of interest on his borrowing. 1 have. In my last year’s 
stotemmt, given expreulon to my view that banka In fact 
had not neglected small Industry, agriculture and exports, i 
would like to develop this point. , 

V(hat matters is not the rate of Interest charged or even 





EASTERN ECONCfMIST 


629 


tbe drWKlBgt mads by maU iaHuatriaUata; wbat have 
to angage ia ia la m a lt i n g laadily available and in good time 
the naourcea that tbe amall industrlaliat or agriculturist may 
stood in need ot. Thus, it ia not the oulstandmga of loans 
granted to amall Industry which has eignlficance; it Is rather, 
tlM limits dctuaily sanctioned and the expedition with which 
apphcations have been disposed of—favourably. Even so, in 
tbe matter of farm loans, it is obvious that the need for bonk 
finance is s e asonal in character. It is the peak of Lmits which 
have been approved rather than the ouutending which nhniiirt 
be an index of banks' assistance to the rural sector. As for 
exports, it IB obvious that tne quantum of bank finance that 
can be availed of depends partly on the exportable surplus 
that this country might have but mainly on tbe ability or 
capacity of the exporter to find out markets and nuke i> 
sales in a competitive market; and nere, too, it is the tou.l 
of transactions financed rather than outsonuings which has 
significance. 

Tuis brmgs me atresb to the vetitraJ quesUou of banks' 
role vis-a-vis the priority sectors. Is there either necessity 
or justification for stipulalmg that the rate of inietest to be 
charged on advances to small industry and farms should be 
lower than what would be the level bused on tbe banks’ cost 
of operatmg such accounu? for example, the agriculturist is 
sought to be enabled to obtam bank finance at approximately 
one tioft of what ne would have had to pay to the village 
money-lender. That differential need not be ao great while 
yet oUering succour to tne agriculturist. The trouble seems 
to be that we are not considermg first tfaiiigs first. 

AVAILABIUTX OF FACIUIIES 

i should imagine that what hanks should be required tu 
do in regard to small industry is, in addition to making 
available credit limits of adequate size, to provide a range 
of advisory services which would enable him to improve his 
productive operations and, at the same tune, find markets for 
tbe goods that he manufaaures. In a word, the banks’ prime 
responsibility would be to foster production by the new entre¬ 
preneur m small mdustry us wed as to facilitate the sale of 
such manuiuctures. In the case of the farm sector, it is the 
spread of banking services which is of fundamental importance, 
For, it 18 surely obvious Uiat an agriculturist wiU prefer to 
obtain lus needs of finance from a bank 11 he could so do 
witn little fuss and at a great saving vis-a-vis the interest 
that is being mulcted out of him by the village money-lender. 
This is why rural branch expansion is important—it ia 
important, certainly, because it will help to monetise the rural 
sector and mobilise the resources which, with the shift in 
incomes, ore presently lying idle. The question of greater 
assistance being tendered by the banking system should really 
be thought of from precisely the diametrically opposite point 
of view—^thut is to say, the farmer approaching the bank 
because the facilities are available at hia door st^. 

1 thus seek to emphasise that the National Credit Council’s 
references to alleged neglect of priority sectors has to be 
rectified only in the sense that such facilities are increasingly 
made available for higher production by small industry and 
for higher yields and output from the lann; it must certainly 
not mean that such operations are to be put through by the 
banking system to its own detriment, involving a loss which 
would cripple its own capacity to continue to finance the indus¬ 
trial and economic development of this country. 

WO(HNO CONSmUENTB 

However, what is important is that despite these limitations 
banks have been atriving to woo theae three classes of consti¬ 
tuents. Not every individual hank may be able to achieve 
paiiieular sectoral targets. It is obvious ^t, for example, 
with recession affecting West Bengal more than any other 


State, the demand lor credit from small industrialists would 
accordingly be less—ana, consequently, tbe capacity of hanks 
woose acuvities arc concentrated in West Bengal to lend tu 
small industry would be automatically affected. Sundarly, in 
toc event ut unseasunanic weatner in a State, a bonk which 
has a preponderance of branenes in that particular State would 
find it aimcult to acmeve its target of loim fmance. So 
also, since exports, ouier than plantatum piouucis, tend to 
be cuncoitrated m the hinierland served by Calcutta, Bombay 
and visaxuupaiuam, banks whose mam ueld of acUv«ty ts 
cisewnere nugut tmd it diblcuil to uctiievu taigets of export 
linance. In brief, there cannot be rigidity as to targets lor 
inuiviuuni bailies. Wiu\t is important, and wbat alone is 
important, is that the banking system in general is consemus 
of Its new responsibihty and is striving to discharge its duties 
tnereunder to tne best of its ability. 

- But, whether it is assistance to smuU industry—to the 
exttml that it cannot be or is not covered by tbe Keserve 
Bank guarantee scheme—or farm financing, it is obvious that 
the risk potmiUal in banking operations will somewhat increase. 
Jf'uriiieimure, proportionately as well os in absolute tcims, 
banks’ lending to the pnority sectors is bound to increase, and 
possibly at a swift poce when banks embark upon on intensive 
plan for establishment of rural branches, bt this light, prudence 
requires that reserves, both pubUsoed and iimer, be strengiluned 
to meet emerging losses. But the capacity of banks to add 
to reserves has been eroded in recent yearn with the inctaase 
m operating costs not to speak of the cost of the deposits 
themselves. Besides, priority sector loans do affect banks' 
profltabiUty, a fact that Govemmoit itself recognised with its 
provision of a scheme for a subsidy 1.5 per cent on export 
financing which the banks put through at 6 per cent. But 
even this quantum of subsidy is insufficient. Besides, although 
refinance is available from the Reserve Bank at Bank Rate 
or even at concessional rates, the fact is that the generally 
easy money conditions which obtained during 1965 precluded 
the banks from utilising such refinance laciiities. Particularly 
was this the case during 1U68 since the average coal of degwsil 
money—and deposit growth ran considerably ohead of e.vpan- 
sion of advances—at 4.3 per cent was cheaper than any funda 
obtainable from the Reserve Bank or any other agency. Olh.r 
things bemg equal, therefore, tbe prospect is for bank profits 
to be eroded in proportion to an increase in their lending to 
the priority sectors. 

BANK ntOFlTAIULnrX 

The Banking Commission, about which 1 shall have more 
to say, will find that banks’ profitability was further adversely 
affected during 1968 as one of tbe consequences of the new 
monetary policy as signalised by the reduction of the Bank 
Rate from 6 per cent to 5 per cent on 2nd March 196B. For, 
at the same time, not only was the celling im advance rates 
brought down by half per cent to 9.5 per cent; shortly there¬ 
after It was made clear that the Reserve Bank expected tbe 
banks to bring down their lending rate, whatever 11 might 
be, by half per cent in regard to 80 per cent of their advances. 
While earnings were thus reduced with immediate eflect, 
savings arising from lower interest rates on term deposits 
could materlMise only as and when such deposits matured and 
came up for renewal In consequence, with bank earnings 
eroded by the effective reduction of half per cent covering 
80 per cent of their lendings tor a full ten mon^ during 
1068 but with savings on deposits staggered over a period 
certainly of months and sometimes of years, profit margins 
stood reduced. 

If, simultaneously, there had been an improvement in the 
productivity of bank labour, perhaps this decline in profit 
might have been made good. In the event, I have to strosi' 
that banks have an addition^ responsibility, in the new era 
of social control, to educate bank labour as to tbe need foi 
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an improvement In productivity. OvwUme cbariw Juve to 
be reduced to the unavoidable mintmuiB. ^or, it is only by 
such improvement in product!viV Uut .eaminga of tuUicioat 
magnitude can be g<mcruted both Xor guarding ogoinit the risks 
inberent m iinancing of (he priority sector and for eiabling 
emoluments to bunk labour to be maintained. 

The prospect, again, is that operating costs of commercial 
bonks will continue to rise since, as part of their new respon. 
sibiiity under social control, they will be embarking upon a 
branch expansion programme so as to monetise the ruroi sector 
as swiftly us possible. .Cidculations made go to show that it 
is unlikely that deposit accrual over the first few years with 
the bulk of the rural branches will be sufficient to cover the 
operating costs of even the smallest sized branch with a 
minimum of personnel. Here, 1 have to repeat that relevant 
and appropriate provisions of the Bank Award should not 
te made applicable to banks' brunches in towns with a popu¬ 
lation of less than 10,000. It is only then that the loss inberent 
in rural area branches can be reduced to a magnitude which 
can be met from the profits of branches in the urban and 
industrialised areas. Is^t us remember, in this context, that 
tile obicctive of banks is not so much to mop up new resources 
from the rural areas; the objective, on the contrary, is to 
bring bank finance to Ibe door-step of the agriculturist and 
to wean him uwiiy from the village money-lender and his 
exorbitant rates of interest. That is to say, rural branch 
expansion will not necessarily mobilise deposits for the use of 
urban branches; such resources, instead, will be used imme¬ 
diately, though perhaps only seasonally, in enabling the fanner 
to take advantage of the new agricultural strategy. 

Furthermore, this endeavour cannot be halted If only because 
such bringing of the small towns and villages within the ambit 
of the organised money market is a pre-requisite to swifter 
economic growth of tiic country us a whole. What, therefore, 
we have to strive to do is to discover how earnings can be 
incroased and economics devised as regards expenditure. 

BRANCH EXPANSION 

While on the subject ui liratich expansion, 1 would like 
to draw utlcntioii to two lurlber aspects. With the best will 
in the world, I suspect that banks will have ki make haste 
slowly in Uic establishment particulorly of rural branches. 
In this rogarii, sites, us well as residential accommodation for 
tlie Bunk Mimnger, me hard to come by; ond when available, 
landlords have a tendency lo ask unreasonably high rents. So. 
whelhiT It is negotiating with the landlord about more 
reasonable rent or just finding a suitable site, the excursion 
into an uiibimked small town or village proves more time 
consuming than might have been expected. On the other hand. 
It is not as if banks possess on their employment registers 
such excess or surplus of personnel as to admit of their ready 
and immediate transferability to man a large number of new 
oflices. 1 urn glad to find that a National Institute of Bank 
Management is now being set up for the training of banks' 
executivcs/oflicers; and 1 believe that the banks themselves 
will have greatly to augment facilities for training of staff 
before they make their great leap forward into the rural sector. 
Besides, branch expansion can work ivell only to the extent 
that there is a concuniitniit delegation of responsibility. This 
requires training of staff not only to assume but also to 
discharge that rt'spunsihility. Since we in India have so far 
shown little signs of being picp<ired lor this kind of decentra¬ 
lisation, wc have to get over one mure hurdle that stands in 
the way of branch expansion. 

As for the licensing policy of the Reserve Bank, securing 
of sanction for new branches at unbanked areas offers no 
problem; but the Reserve Bank does make the stipulation 
that, in centres with a population of less than 100,000, no new 
branch will be approved if the site is located within HIO metres 
of an already existing bank branch. 1 venture to submit that, 


in many or nuMt of such asudi towns, the oaBimerelel eentte 
occupies but a brief expanse, possibly no mote than t siatfe 
main road, although the residential population might be mom 
extensively distributed. J suggest that this is a needless stipu¬ 
lation. With Social Control, banks have already assumed 
responsibility for spreading the banking habit as widely snd 
as quickly as they can. No rule of thumb can detetmlne 
whether a city can support on “X" number of branches hosed 
strictly on population, For, deposit growth does not depend 
on numbers alone. 

BANKUfG SUKVEir 

'I'he decline in bonk profits as reported by almost sU the 
major commercial banks—with the significant exception of the 
State Bank of India—bus to be viewed in the light of another 
year of satisfactory growth in banking operations. Deposit 
resources of commercial banks ruse by Rs 442 crores as between 
tile lust Fridays in December 1B67 and 1968 as against Rs 386- 
crurcs in the corresponding period of the previous year. 
Similarly, the totol of advances expanded by Rs 338 crores as 
compared with Rs 263 crores. These, however, are only the 
year-end figures and do not reflect the remuneralivo utilisation 
or otherwise of resources during the course of each of these 
years. The blunt fact remains that although the credit ratio 
(if commercial banks was higher at 72.73 per cent on the lost 
Friday in 1968 against 72.43 per cent on the last Friday of 
1967. bank earnings could not be maintained. The reasons 
ti.eictoi 1 have given earlier: (a) the new structure of 

interest rates as applicable from 2nd March 1968 was responsible 
for an immediate reduction lu the quantum of earnings but 
only a staggered and somewtiai deferred savings in ttie interest 
paid on deposits; and (b) lending to the priority aectors, 
despite the subsidy available on export financing, Involved a 
loss. The deposit growth of last year, it is pertinent to point 
out, IS nearly double the deficit financing incurred during 
1968-60 - although the periods do not correspond, the comparison 
has its validity. For, I believe that the sustained mobilisation 
of new deposits is in the main a reflection of new accruals 
mopped up by banks from their branch expansion schemes. 
Since bunks are committed to further intensification of branch 
expansion, and since agricultural production during the current 
crop year is almost certain lo yield not less than 95 million 
toiine.s of foodgrains, the upward trend in deposit growth is 
likely to be maintained. Meantime, the curient laxity in 
demand (or credit should be made up in part by finance 
required by the priority sectors. Moieuver, I expect that, with 
the revival in industrial production during the latter half of 
J 968-69, the Industrial demand fur bonking finance, especially 
to build up inventories now in the process of being depleted 
owing to step up in production, will manifest itself by, perhaps, 
the middle of this year. 

Gn.T-EDGEU 

In the light of the relatively easy money conditions during 
the year, and with Bank Rate being reduced some time before 
the 19ti8 slack season started, the success of the Government’s 
borrowing programme for 1968.69 was assured. Following the 
pattern of recent years, Uie Central Government put through 
its borrowing effort in two tranches the second of which 
specifically included a loan intended tq secure the support of 
the banking system. In the event, leuUsatlons from the two 
tranches of subscriptions aggregated to Rs 321 crores as com¬ 
pared with Rs 300 crores for which credit had been taken in 
the budget. Accordingly, with the gilt-edged market in fine 
fettle, and banks experiencing an improvement in the market 
value of their gilt-edged holdings vis-a-vis the book 
values, acquMtlon of gilt-edged by commerdBl banks 
amounted to Rs 113 crores In 1668 against Rs 84 
crores in the previous year. At this juncture, I should add 
that the higher absorption of gilt-edged was owing in part to 
the open market operations of the Reserve Bank of India. 
These operations were so conducted as to induce a cuetalned 
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demand for idlt-edged from the banking qpitem, which con¬ 
sistently availed of the Reserve Bank’s facilities. Moreover, 
the etigibility of State Government loans tor investment of 
Provident Ptmda up to a ht|!her proportion ensured that these 
securities also ruled at steady, it not appreciating, prices. 
Thus, Reserve Bank policy with regard to open market 
operations was an important factor in the monetary develop- 
mecits of 1968. In this regard, too, with the continuance of 
deposit growth with banks, and current slackness In demand 
for bank credit, conditions should be conducive for the Central 
Government being able to exceed ita target tor market 
borrowings In UMI9-70, which itselt is higher than the previous 
year by Bs 26 erores (net). Accordingly also, the gilt<dged 
market should be presenting a firm front. 

BANKING GOBOOBSION 

Bank profitability is a question that, indirectly, die Banking 
Commission wUl no doubt examine. It may be recalled that 
Mr Morarji Desal had promised the appointment of a Banking 
Commission comprehensively to investigate into the working 
o! banks when he Introduced the bill heralding social contnl 
in December 1967. However, it was only late in January this 
year that its appointment was announced by Government. 
Subsequently, the terms of reference have also been published. 
The Commission started functioning on Ist March and U is 
expected that It will submit its report by the end of next year. 
1 should like, if I may, to touch on one or two of the terms of 
reference. Firstly, the Commission has been asked to make 
recnnnnendations ‘'for improving and modernising the operating 
methods and procedures and the management policies of com¬ 
mercial bonks.” To my mind, the specific issue in particular 
wtilch the Commission has to come to a finding about is on 
the role of automation in banking operations. There need be 
no apprehension that automation will involve retrenchment; 
indeed, on the contrary, there will he a greater demand for 
apceialised personnel to man the machines. But, having regard 
to the expanse of this country and the rapidly increasing 
number of personal accounts with but small average balances, 
and having further regard to the fact that banks’ coverage of 
the rural areas will soon begin on o massive scale, it seems 
to me that continued efficient operation dictates the necessity 
for an increasing use of machines. It will only be then 
that banks will be able to cope with the swelling volume of 
transactions. An incidental benefit may be that, with the 
improvement in productivity, banks' profitability would take 
a turn lor the tetter. Serondly, in its examination of the 
adequacy of the available surplus >nd reserves of bonks, the 
Commission will doubtless be also called upc^ to give its views 
on how best that surplus can be enlarged. 

Unfortunately, one fundamental factor affecting banks’ 
earnings lies outside of the purview of the Banking Commis¬ 
sion's terms of reference. I have in mind here the role of 
interest rates. It is not that 1 wish to engage In a debate on 
whether we should have a cheap or dear money policy. 1 
believe it is time that Government as distinct from the Rc- 
serce Bank of India became clear in its mind about the need 
for an orderly structure of interest rates covering the economy 
as a whole rather than merely that aspect constituted bv 
organised banking. That is to say, already, the money market 
rates are mote or less linked with Bank Rate. But what, may 
1 ask, of the interest offered by Government m its Bmoli 
savings schemes, and the tax-free interest available on Post 
Office Savings Bank deposits? If banka are to go into, the 
small towns and villages, they may be unable to compete 
with the Post Office Savings Bulks, given the present structure 
Of interest rates. Perhaps it may be possible for Government, 
at any rate, to direct the ComnlsstoD to moke recommenda¬ 
tions on the minimum margin as heiwen esUings on deposits 
ratM and floors for lemUag-ntes in order to ensura on ade- 
quaey of baidt profitabiU^. Its rocommendatians could take 
the fimi of preecrtMagHfOcs u'bMmen -Baflk -Beto,’an tlie 
one bend, and OBOiags on deposits rates nd floors for advances, 


on the other. In such a sltuaflon, the directive stipulating a 
maximum on advance ratee would, naturally, be rendered re¬ 
dundant and unnecessary. 

But 1 would stress that the fart that the Banking ConoiAla- 
Sion has been appointed idiould not stand in the way of Am 
tenklng system moving ahead, in the long interim before the 
report is submitted. There is a clear role of the banking system 
in facilitating a revival of the capital market no less than In 
the completion of its projects by the private sector in the 
Fourth Plan. There is, again, the responsibility assumed by 
banks to move out brlsUy into the rural areas. It is for .the 
monetary authorities and the banks themselves to ensura that 
these responsibilities are discharged smoothly. In a word, .the 
great task of banks in fostering development needs as a pra- 
condition the ensuring of adequate profitability for strengthen¬ 
ing of reserves. 

NEW SERVICES 

It is my view that banks should not merely think in terms 
of a reduction in deposit rates or an increase In lending rates 
as the only means whereby they vriU be able to restore levels 
of profitability adequate tor the assumption of their new 
responsibilities. It seems to me that a vista of new opportii- 
nilics has been created. In the first place the impending aboli¬ 
tion of the managing agency system should oblige us to think 
in terms of undertaking services such as would in other coun¬ 
tries be performed by Issue Houses. There is a range of techni¬ 
cal, advi.wry and promotional services, from the drawing up 
of proji ct reports to placement of shares with the p utoie , which 
banks < an usefutiy mate available. While a sharp incraara in 
exports has taken place to the main because of efforts iiy 
established exporters, the diversity to the range of prodiMts 
In which we shall be having an exportable surplus suggests that 
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a liirther boost would be possible U only studi manutacturers 
and emergent exporters are given expert advice as to pro* 
nedures and tectanicallties involved. Indeed. In addition to the 
efforts of manufacturers and exporters to fliid contacts abroad, 
the Indian banks couidi with the co-operation of their world¬ 
wide correspondents, be in a position to offer promotional 
guidance. In this context, the overseas correspondents could 
also help in the investigation of posstbiliUes tor the production 
in India of components and small parts for export to the 
manufacturers abroad. Thirdly, the increasing complexity of 
various laws—whether as relating to income-tax or estate duty, 
company affairs or sales tax—should surely open our eyes to 
the practicability of banks offering astistanoe in these regards 
to their ouistituents. Lastly, hand in hand with branch ex¬ 
pansion programmes, banks might consider whether it will not 
be remunerative while at the same time offering a new fadlity 
to the rural constituent if silos and wardiouses, for storage of 
the harvested crops and fertilisers and seeds alike, axe built 
and maintained the banks. The advantage would be mutual: 
the farmer finds that his problem of stnage has been elimi¬ 
nated; the bonks for their part are more assured of thMr 
security. I intend that Ucobonk should take up some of 
these new aspects of banking operations at an early date. 
far a start, on attempt will be made to provide the promo¬ 
tional assistance to the exporter; the specialised advisory 
services in the nature of Issue House functions to the new en¬ 
trepreneur; and guidance as to income-tax, company affairs 
and executor and trustee services to any constituent who may 
seek them. 

THE BUDGET 

I am of the view that the rote of banks during 1968 in assis¬ 
ting industrial production may be even greater in view of the 
budget proposals for 1969-70 of Bfr Morarjl Desai, Deputy Prime 
Minister and Finance Minister. For, tte fact of the matter 
is that with the best will in the world Idr Desai has been unable 
to imbue his budget proposals with the attribute of production 
orientation. I date say that Mr Desai has been moved by 
caution thus to restrict developmental outlay during 1968-10, 
and that the same caution has prevented him from further 
suid) measures of relief and concession which might have by 
themselves ushered in a new era of intensified industrial 


growth. The figures as are availaUe would saem to indicate 
that lower receipts under fordgn ato. coupled wiOi certain 
increase in revenue expenditure owing to merger of Dearness 
Allowance with salaries etc., reduced the available rcsourcas 
tor developmental outlay. Even then, as I bad predicted lost 
year, the recourse to defidt financing is shown lower at Rs 260 
crores against Rs 290 crores originally budgeted. Hm Deputy 
Prime Minister may possibly have penAltted an increase in 
expenditures if price indices had shown distinct signs of de- 
clhiing rather than presenting a picture of no more than 
stability. For,tsuch stability in the price structure was achiev¬ 
ed at a time when, for a second year, a aecord foodgralns crop 
had been harvested and when impmt of foodgralns at S.7 
mlUion tonnes, was not inconsideraUed Thus, Is a sense, Mr 
Desai has apparrotly chosen to mark time during 1869-70. 
when developmental outlay as proposed will be no more th o" 
Rs 1903 crores. Even for sudi outlay, there wlU be need for 
recourse to deficit financing in an amount of Rs 280 crores. 

BANKS* RESPONSmiLEnr 

However, the restriction of its developmental outlay hy 
the Central Govemnent does not necessarily imply that the 
rate of growth of production in the private sector will slow 
down during the year. On the contrary, and I emphasise this 
point afresh, the prospect of a third g^ year of agricultural 
production should mean that, with the continued generation of 
mass purchasing power, the demand tor consumables will show 
a further substanial increase. Indeed, Ur Desai, in his budget 
speech, has made the pdnt tiiat riring levris of investment can 

“achieved without inflatltm imly on the basis of a growing 
volume of production of essential consumer goods.** In turn, 
the Improvemait in agricultural productivity has to be accom¬ 
panied by “greater efficiency and expansion of capacity in 
consumer goods industries.” As such, with the possibly sub¬ 
stantial Inmrovemait in output by consumer goods iBiiii«trW , 
and in view of, the Impact it will make upon the demand for 
the output of the basic industries, I expecd that the hnnHwg 
system wilt, during 1969. be called upon to shoulder consider¬ 
able responsibility in financing of such ventures. There is no 
doubt that the banking system is equipped to discharge that 
responsibility efficiently and swiftly. 


0«r Neat ef tnaaUmm morieni feelglieen effera feat, 
rafular mi NapawNaMe aarvlca h at w aa a 
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Dr Bliarat Bun 


COROMANDEL FERTILISERS LIMITED 

The Statement of Dr Bharat Ram, Chairman of the Board of 
Directors, on the occasion of the Seventh Annual General Meet¬ 
ing of the Shareholders held on 13th March 1969. 

Ladies and GauUemeo: 

It Is u great pleasure tu welcome you to the Seventh Annual General Meeting ol 
Coromandel Fertilisers. 

Your Compai^y’s lirst year ol operation was marked by a generally successlul start-up 
ol the plant at Visakhapalnam. It was niurred,,howcver, by an inconsistent electrical 
power supply to the plant, several rail trails port shortages and an unprecedented monsoon 
lailure in our prime marketing area. The effect ol these conditions continues tu be lelt 
but steps have been taken to overcome the difficulties and to prevent them becoming 
critical in the current year. Prospects appear improved tor stabilised production and ex¬ 
panded sales ol Qromor products. 


As indicated in the Statement ol Accounts circulated to 
you earlier. Coromandel’s linancial condition remains satis- 
lactoiy. In late 1967 the construction phase ol the plant was 
essentially complete. To meet added needs lor construction 
capital during 1967 a Rs 9 crore linoncing consisting ol Bs 
1.09 crore equity shares and Rs 3.91 crore debt was negotiated 
and drawn doum. Increased working capital requirements were 
met by short term arrangements with several linancial insti¬ 
tutions. Further seasonal needs tor lunds are being covered 
with lacilitles allorded by existing lenders. The operating loss 
ol Rs 3.87 crore noted in the Annual report was as anticipated 
in view ol production slart-up in mid February 1968 coupled 
with lull depreciation and linanclng charges. Belure considering 
depreciation coats, the loss was only Rs 20 lacs. The prospects 
lor prolitability during the fiscal year 196J/68 depend upon 
a number of factors, many outside ol the direct control of 
Company management. Although it is difficult to forecast, 
we are looking forward to sulwtantially better production, 
marketing and distribution conditions and improved linancial 
performance in the current year. 

On December 10, 1967 our giant plant at Visakhapatnam 
was inaugurated by the Deputy Prime Minister, Shri Morarji 
Desai and a farmer, Shri Grandhi Ramamoorty Setty. Produc¬ 
tion of urea began the some month loUowed by output ol the 
first ton ol complex 23-28-0 lerUUser in early February 1968. 
I believe we can say that there were fewer technical start-up 
problems than might ordinarily be expected in a plant of this 
type. Design capacity rates ol production in each of the 
major manufacturing units were reached within a lew months, 
with the plant running at about 80% ol capacity In September. 
Maintaining these rates consistently proved to be impossible, 
however, largely because ol power and freah water problems. 
Frequent and severe power fluctuations caused major losses in 
production as well as damage to equipment and catalysts. 
Water needed in the factory was rationed causing some further 
production curtailment. A steady improvement in both seivlces 
supplied by State and local authorities has resulted in better 
operations and increased monthly production capability. Yet, 
oome concern is still present regarding reliability of the power 
supply. It must be stated, in passing, that Coromandel’s 
experience is not imlike that of other fertiliser operations in 
India. It is a fact that U induatiy in India Is to soon reach 
a competitive and economical level, a vast improvement in the 
area of supply of services must be made. Only with such 
Improvements can an industrial facility, Coromandel or any 
other, sustain capacity production. 

Imported rock phosphate and sulphur were nadlly available 
on long-term contracts. Adequate auppUea of these materials 
and naphtha for ammonia production axe aosured for the current 
year as wdl. 

Coromandel’s rdatlmu with Its eniplqyees ccmtlnued to 


be satisfactory and no labour difficulties were encountered. 
A planned program to replace American technicians with Indian 
personnel has been followed. This program has recently 
been accelerated. It has been particularly pleasing to note 
the rapidity with which the manpower recruited here have 
been able to assume responsibility within the organisation, 

1 previously mentioned that the drought in Andhra Prodesh 
had adversdy affected sates in Coromandel's principal market- 
ing areas. To this natural calamity was added an over-supply 
of imported fertilisers, especially those containing phosphate. 
Accordingly, sales of the Company’s products fell short of 
original forecast!, and stocks were carried over beyond the 
main planting season. Promotional programs by Coromandel 
and sales efforts by E.I.D.—Parry are etfectlvely creating 
popular acceptance of Cromor. Expansion of the marketing 
area to States adjoining Andhra has begun although the focus 
of sales will continue to be in this State. We look forward 
to a growth in sales this year in ail areas where marketing la 
being carried out. Demand for fcrtilisi'rs I'emains strong 
despite being highly dependent on rainfall. 

To facilitate sales ami to level out movement of product 
from the plant to the market place, greatly increased field 
warehousing has been undertaken. The seasonality of fertiliser 
off-take dictates we provide product to the cultivator from 
locations nearer his farm. Our experience regarding covered 
rail wagon availability has not been satisfactory but we feel 
that better rail service should be possible in the coming months. 

In October 1967 the Government of India issued a letter 
ol intent to Coromandel which approved in principle an expan¬ 
sion program outlined by management. Further progress 
towards such an expansion has been delayed for several reasons, 
including the need to analyse operating characteristics of the 
existing factory units. A study is now under way that will 
determine the feasibility of moving forward with enlargement 
and diversification of the factory at Vlsak. 

it Is with regret that the resignations of two members 
of the Board of Directors were accepted during 1968. Mr 
David B. Barlow and Mr V. K. Hao’s services were valued 
greatly and wc wish to express our gratitude for their contri¬ 
butions to Coromandel. Three new Directors were appointed 
in the same period: Mr T. G. Hughes, Mr M. A. Abbasi and 
Mr M. G. Menon. 

It is fully recognised that unusual demands have been 
made on the men and women ol Coromandel during the initial 
year ol Company operation. In conclusion, permit me to express 
the Company’s appreciation to these employees for their splcndm 
efforts and loyalty under these circumstances. 

Nefe: This deea not purport to tw s record of the proceedings 
of tto’AiuHul General Heeting. 
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THIS IS AN ANNOUNCEMENT ANP NOT A FBOSPECTUS AND PERSONS INTERESTED ARE REQUESTED TO APPLY 
FOR A COPY OP THE PROSPECTUS FOR FULL DETAILS FROM THE COMPANY'S REOISTERED OFFICE, BANKERS 
TO THE ISSUE, MANAGING BROKERS, BROKERS AND UNDERWRITERS NAMED BELOW.'— 

iMue of 15,000 Cumulative Redaematde Preference Sharei of Ra. 100/* each at par and 85,000 Debentures 
of Rs. lOOA each at par. 


THE SURAT ELECTRICITY COMPANY, LIMITED 

REGISTERED OFFICE, KILUOK HOUSE, HOME STREET. FORT, BOMBAY. 


SHARE CAPITAL. 

AUTHORISED: 

70,000 Equitjr Shares of 

Rs. lOOA each. .Rs. 70,00,000 

5,000 Cumulative Preference Shares of , 

Rs. lOOA each.Rs. 5,00,000 

1,20,000 (unclassified) Shares of Rs. lOOA each. Rs. 1,25,00,000 

Rs. 2,00.00,000 


SUBSCRIBED AND PAID UP: 

70,000 Ordinary (Equity) Shares of 

Ra. lOOA eadi fully paid up ... ... Rs- 70,00,000 

5,000 61% (Free of Income-tax) Cumulative 
Preference Shares of Rs. lOOA each 
fully paid up. ... ... ... Rs. 5,00,000 

Rs. 75,00,000 


PRESENT ISSUE: 

15,000-8.5% (Free of Company's tax but subject to deduction 
of taxes at source at the prescribed rate) Cumu¬ 
lative Redeemable Preference Sharps of Rs. lOOA 
each at par lor cadi PAYABLE Rs. SOA on 
appUcatlcm and Rs. SOA on aUotment and 

85,000-71% (Subject to tax) Debentures of Rs. lOOA each 
at par for cash PAYABLE IN FULL ON 
APPUCATION. 

BOARD OF DIRECTORS: 

NABIE AND ADDRESS: (KICOFATION. 

Mr. Panusahwoi Alyer. 

Na 581. 18th Road. Khar, Bustnasa 

Bombay^. Executlvn 


Sir. Bameah Bamaaial Saniya. 

71. ‘Casa Grande’ Little Gibbs Road Cotton 

Malabar Hill, Bombay-6. Merchant. 

Mr. Navnitlal Chunilal JaverL 

215. Marine Drive, Bombay-l. Merchant. 

Mr. Manila! Vlrehand. 

Megh Prasad Bungalow, Cotton 

Nepean Sea Road, Bombay. Merchant. 

Mr. Premalhnmar Lalltmohan 

Ardesbir Kutwal Road, Opp. Ghandhi Baug, Advocate. 
Nanpura, Surat. 

Mr. Hhnatlal KantUal Shah. 

“KantUal House”, 14, New Queen’s Road, Merchant. 


Uombay-4. 

Mr. KantUal Maganlal Kapadla. 

381, Linking Road, Khar, 

Bombay-S2. Business. 

MANAGING AGENTS: 

Killlck Industries Limited, 

Killlck House, Home Street, Fort, Bombay-1. 

UNDERWRETERS: 

Nanw and Address: 

life Insurance Corporation of Inftta, 

‘Yogakshema’ Madame Cams Road, Bombay-1. , 

Unit Trust of India, 

Bombay life Building, 45, Veer Nariman Road, Bmnbay-l. 

The Industrial Chredit and Investment Corporation of India Ltd., 
163, Backbay Redamatimi, Bcanbay-l. 

Champaklai Devldas, 

Agokhan Building, Dalai Street, Fort, Bombay-1. 

The United C3>mmercial Bank lid.. 

Ucobank Building, D. N. Road, Bombay-l. 

BANKERS TO TBE ISSUE: 

The Bank of Baroda Ltd., ’ 

Apollo Street, Bombay-I. 
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Tbe Chartered Bank, 

Mahatma Gandhi Road, Fort, Bombay>l. 

The Bank of India Ltd., 

70-80, Mahatma Gandhi Bd, Fort, Bombai'-t. 

The Central Bank of India Ltd., 

Mahatma Gandhi Road. Fort, Bomfaay-l. 

The Bank of Maharaahtra Ltd., 
t5/47, Apollo Street. Fort. Bombay>l 

The Indian Overseas Bank Ltd., 

Uphinstone Building, 2/10, Veer Nariman Road, Fort, Bombay-1. 

The United Commercial Bank Ltd,, 

ITcobank Building, D. N. Road Bomb8,v-l. 

MANAGING BROKERS. 

Champuklal Devidas, 

Agakhan Building, Dalai Street. Bomba}-! 

BRfMURS: 

Champakial Devidas. 

Agakhan Building. Dalai Siwvt, Bomba.v-1 
Narandas & Suns. 

Union Bunk Building, Apollo Street, Bombay-i 
Harkisondas Lukhmidass, 

Stock Exchange Building, ApoUo Street, Bombay-l. 

Lewis & Jones, 

Bank of Baroda Building, ApoUo Street, Bombay-1 
R V. Shroff & Sons, 

Stock Exchange Building, ApoUo Street, Bombay-1 
Keshavdas Pronjiwundas, 

Stock Exchange Building, Apollo Street, Bontiiay-l. 

Jamnadas Morarjee & Company, 

8-10, Dalai Street. Fort, Bombay-1. 

Jamnadas Khushaldas & Company, 

Share Bazar, Bombay-l. 

Paterson & Company. 

11/12, Second Line Beach, Madras-l. 

Chitra & Company, 

322/323, Linghl Chetty Street, Madras-t. 

V. S. Krishnaswami & Company, 
lOfl, Armenian Street. Mudras-l. 

Place. Siddons & Gough (Private) Urnlted. 

(I Tomns Range, Calcutta-1. 

Stewart & Caropany, 

14, India Exchange Place, Calcutta-l. 

Harbans Singh Mehta & Company, 

33, Regal Building, Parliament Blxwt, Now DelU-L 


P. Roy Company. 

S/S, M. M. Rond, Jn. Panchkuin Road, New Delhi-1. 
Chinubhai Chimanlul Didal. 

Fatehbhai's Haveli. Rntnnpole, Ahmf>dabad.I. 

Chellam & Company, 

1V95, Big Bazar Street, Coimbutore-t. 

1’. B. Alzuipurkar, 

Sultan Bazar, Hj-derabad (AJ*.) 

LOCATION OF THE COMPANY’S UNDERTAKING: 

The Company is engaged in the generation and distribution 
of electricity to coiwumers within the Area of Supply coveted 
by the Electric Sanctiun, which comprises (a) the area con¬ 
tained within the limits of the City Municipality of Surat 
including Hope Bridge over the Tapti River, and (b) so much 
of the area subjerl to the control of the Surat District Local 
Board a.s lies on the left bank of the TapU River, .md Is within .a 
radius of 3 miles from the Surat City. Municipal Offices. 
The electricity distributed by the Company to its consumers 
within the area of supply is partly generated at its own power 
.station and partly purchased in bulk from the Gujarat Electri¬ 
city Board. Bulk supply is delivered to the Company at three 
points within its Area. The overall area served by the (Company 
is about S0.5 s<i. kilometres ( 19,5 sq. miles). 

EXISTING A PROPOSED ACTIVITIES. 

The Company does not intend to acquire any new business 
•lut of the proceeds of Ihe issue but will utilise the tot— 
financing capital expenditure on power distribution facilities 
within the area of supply of the Company. 

DATE OF OPENING A CLOSING OF SURSCRIPTION UST: 

The subscription list will open at the commencement of 
banking hours o:i Tuesdaj, the Isl day of April 1909 anil 
win close at the close of banking hours on Tuesday, the i6th 
day of April 1989 or earlier at the discretion of the Directors 
liut not before the close of banking hours on Friday the 4th 
day of April 1989. 

PROSPECTUS A APPLICATION FORMS; 

Application forms along with copies of the Prospectus 
can be had from the registered office of the Company as well 
.IS from the Underwriters. Managing Brokers, and Brokers, 
whose names are mentioned alx)ve and from the main 
of the Bankers ti> the Issue al any iif the places mentioned 
below: — 

The Bank of Baroda Ltd.. Bombay/Ahmedabad/Surat/Banga- 
iore/Calcutta/Delhi/Hyderabad/Indore/Madras. 

The Chartered Bank, Btanbay. 

The Bonk of India Ltd.. Bombay. 

The Central Bank of India Ltd., Bombay. 

The Bank of Maharashtra Ltd., Bombay. 

The Indian Overseas Bank Ltd., Bombay. 

The United Commercial Bank Ltd., Bombay. 
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Trade Winds 


NO CUT IN BANK RATE 

MR L. K. Jha, Governor of the Reserve Bank, while address* 
Ing the iunrheon meeting of the Federatloi ot Indian Chun- 
bers of Commerce and Industry, ruled out the possibility of 
any reduction in the Bank rate In the new year. He warned 
the people not to t>c misled by false rumours and speculation. 

aNALISATION OF IMPORTS 

Mr G. M. Modi, the outgoing President of FICCI, and others 
opposed the Idea of routing all imports through STC as an¬ 
nounced some time ago by the then Minister for Commerce, 
Mr Dinesh Singh. They felt that it would be harmful to the 
country. Mr P. L. Tandon, Chairman of STC, however, indi> 
cated at the meeting ot the Federation of Indian Chambers of 
Commerce ond Industry that there was no immediate move 
to canalise bU imports through the STC. The corporation, 
he added, would for the present concentrate on increasing 
exports routed through it. 

f.l.C.CI. OFFICE-BEARERS 

Mr Ramnath Podar has been unanimously elected presi¬ 
dent of the Federation of Indian Chambers of Commerce and 
Industry for 1909-70. Mr D. C. Kothari was unanimously elect¬ 
ed vice-president. The following were nominated to the 
committee of the Federation: Mr Ramanbhai B. Amin, Mr G. M. 
Modi, Dr R. C. Cooper, Mr Pratap Bhogilal, Mr Ratansimuljl. 
Mr K. Eswatan and Mr Pran Prasad. 

A fifteen-member standing advisory committee consisting 
of the following was constituted by the committee: Mr Ranmath 
Podar, Mr D. C. Kothari, Mr Babubhat M. Chinal, Dr Bharat 
Ram. Mr S. L. Kirioskar, Mr Ramanbhai B. Amin, Mr L. N. 
Birla, Mr G. M. Modi, Mr G. D. Somani, Mr Pravlnchandra V. 
Gandhi, Mr S. S. Kanoria, Mr Madanmohan Mangaldas, Mr 
C. C. Chokshl, Mr Harisbaiikar Singhania and Mr M. V. 
Arunachalam. 

Karlier, the general body of the Federation elected the 
following members to the committee for the three-year term 
in the 15 vacancies caused by rotation: Member-bodies-- 
Industry; Mr K. P. Goenka. Mr S. S. Kanoria, Mr I. M. Thapar, 
Mr Premchand Jain and Mr Viren J. Shah. Trade: Mr Madan¬ 
mohan R. Ruia, Mr B. P. Poddar, Mr Surottam P. Hutheesing, 
Mr M. L. Khaitan and Mr S. P. Godrej. Associate members: 
Mr K. Dhandhania, Mr Arvlnd Narottam, Mr Ambalal Kila- 
chand, Mr Ramkrishna Bajaj and Mr S. K. Dutt. 

The other members of the committee are: Mr Babubhai M. 
Chinai. Mr S. L. Kirioskar, Mr L. N. Birla, Mr B. P. Agarwalla, 
Mr D. C. Kothari, Mr Nandlal Kanoria, Mr Pravlnchandra V. 
Gandhi, Mr K. N. Mnokerjee, Mr Maddi Sudnrsanam, Mr Pra- 
tapsingh Mathuradas, Mr Madanmohan Mangaldas, Mr Bhupen- 
dra Kumar Sethi. Mr S. M. Dahanukar, Mr G. K. Devarajulu, 
Mr K. K. Birla, Mr G. R Khaitan, Mr Ilarishankar Singhania, 
Mr M. V. Arunachalam, Mr Harish C. Mahlndra, Mr H. P. 
Nanda, Mr C. V. Hariwul.'i, Lala Charat Ram, Mr Maheshwar 
Dayal, Mr G. K. Bhagat, Mr .1. 11. Doshi, Mr A. Nagappa 
Chettiar, Mr A. K. Jain and Bhal Mohan Singh. 

F.I.CCI. AWARDS 

To mark the 4(1 years of its career, the Federation in 
1007 decided to institute awards in the following fields of 
wider social responsibility. Agriculture, Export Promotion, 
Family Planning, Industrial Relations and Research In Science 
and Technology. 

There are two categories of awards: individuals unc 


companies. A jury consisting of Dr P. B. Gajendragadkar, Vice- 
Chancellor, Bombay University, Dr O. S. Kothari, Chairman, 
University Grants Commission, Mr K. R. Oamle, Chairman, 
Union Public Seihrice Commission, Mr Kasturbhai Lalbhai 
and Mr A, Ramaswaml Mudallar decided to make the following 
awards; Agricnltiire: Jay Shne Tea and Industries Ltd, 
(Kallyar Estate, Colmbatoie).—Company Award, Egport Il»- 
methm: Mukand Iron & Steel Works Ltd., Bombay.—Company 
Award. Family Planning: i) Smt Aloo Mowdawalla of 
Messrs. Godrej Se Boyce Mfg. Co. Pvt. Ltd., Bombay.—Individual 
Award, ii) The New Central Jute Mills Ltd., Calcutta.— 
Company Award. IndnsMal Relathna: Mr K. N. Naorojl 
of Messrs. Godrej & Boyce Mfg. Co. Ltd., Bombay.—Individual 
Award. Research in Scienim and Tbehiwlogy: Mr S. C. Gupta, 
Director, National Sugar Institute, Kanpur.—Individual Award. 

The institution of the awards is an expression of the 
Federation’s conviction that in the better organisation of mate¬ 
rial and human resources, the initiative of individual and of 
corporate enterprise is of crucial importance. Such initiative 
undertaken on a free and farsighted basis provides the 
key to development. The awards were presented fay the Prime 
Minister at the inauguration of the Federation’s annual session, 
held at Vigyan Bhavan, New Delhi on March 15. 

TRIPARTITE TRADE DEAL 

A tripartite trade deal was concluded In New Delhi 
on March 10 between India, Tunlaia and Bulgaria. This is 
Said to bo the first of its kind. According to the agreement 
India will export to Tunisia, tea and some other commodities 
including manufactures against exports by that country of 
phosphate to Bulgaria. Bulgaria will on this accoimt supply 
urea to this country. The valiU! of the contract is Rs 3.40 
crarcs. The payments will be in non-convertible rupees. The 
tripartite arrangements were discussed between India and 
Bulgaria during the bilateral trade talks at Sofia on October 1 
last year. The present tripartite deal was signed by the State 
Trading Corporation. 

NEW TRADE CONTROL OFFICE 

An Import and Export Trade Control office has been opened 
at Ahmedubad from March I, 1909. The office, headed by a 
Deputy Chief Controller of Imports and Exports, has jurisdic¬ 
tion over the whole state of Gujarat, except for those districts, 
which were included in the regions formerly known as 
Saurashtra and Kutch. In respect of Saurashtra and Kutch 
(excluding Kandla Free Trade Zone), however, applications 
from registered exporters under the import pdllcy for reidstercd 
exporters will be made to the Deputy Chief Controller of 
Imports and Exports, Ahmedabad. With regard to the ap^- 
cations from registered exporters from the Kandla Free Trade 
Zone, they will continue to be dealt with as before. 

IND0.U.A.R. TRADE CONTRACTS 

Following the discussions between the Indian and UAR 
trade delegations in Cairo In January, 1960, it was agreed 
that the two governments would recommend to the traders and 
trading organtsations that standard gold clause be included 
in the cxintracts for import and export of goods between ttie 
two countries as under; “The price specified in this contract 
is based on the current par vMue of the Indian ruipee (one 
Indian rupee now is equivalent to 0,116489 gramme of fibs 
gold. In the event of any change in the par value of Indian 
rupee (excepting when such change, occurs as a result of 
revision ot the official price of gold), the amounts still due 
lor the goods already delivered under the contract and the 
prices of goods still to be ddivered under the contract will 
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be odjuited in pnportluu to the change In the par value of 
the Indian rupee. 

INDO-FRENCH ECONOMIC COMMISSION 

The diacuaslons of the Joint Indo*French Economic Com* 
miulon concluded on March 11, 1969 In New Delhi, with a 
decision to extend the validity of the Indo-IVench Trade 
Arrangement up to the end at 1969. The lormid documents 
in this regard were signed between representatives of the two 
countries latw. 

COMMISSION ON INTERNATIONAL DEVELOPMENT 

The Commission on Inteiiutional Development, which is 
making a wide-ranging review of foreign aid policies and 
practices, will continue durli^; March and April the series 
of meetings in less*dev^ped countries which it began In Chile 
in January. The Commission’s chairman, Nobel Peace Prize 
wiimer, Mr Lester B. Pearson, has Invited 33 African and 
19 Asian governments to send reprmentatives to meetings at 
which he and some of his coUeaguos will hear their views on 
economic development and aid. Meetings for this purpose 
will be held in Abidjan, Kampala, Bawalpindi, New Delhi 
and Singapore. Mr Pearson will be in New Delhi from April 3 
to 9. This round of regional meetings has been preceded 
by a regular meeting of the Commission in Borne, from March 
IS to 15 and will be followed by personal visits of Mr 
Pearson to two donor governments, Australia and Japan. In all, 
Mr Pearson will be away for six weeks. The formation of the 
Commission on International Development was announced by 
World Bank Pre^dent, Robert S. McNamara, on August 19, 
1968 when Mr Lester B. Pearson, former Prime Minister of 
Canada, agreed to prraide. 

ROYAL COMMISSION ON CO-OPERATIVES 

The Royal Conomission on Co<qperatlve Movement, Ceylon, 
paid a short visit to the Vaikunth Mehta National Institute 
of Co-operative Movement, Poona, recently. The Royal Com¬ 
mission was headed by Dr A. F. Laldlaw as its chairman. Mr 
S, S. Puri, 1.CB., Joint Secretary, Planning Commission, was 
one of its members. The Conunission was impressed by the 
work of the Institute and also paid a visit to the Janata Saba- 
kari Bank Ltd, Poona. 

STATE BUDGETS 

Himachal Pradesh 

Fresh taxation designed to yield Rs 1.40 c'roret has been 
proposed in the Himachal Pradesh budget for 1960-70 presented 
by the Finance Minister, Mr Karan Singh, in the Assembly 
on March 12. The new proposals Include taxes on timber, 
apples, fruits and vegetables. A levy of toll tax on vehicles 
crossing Important bridges, increase in royalty from minerals, 
and duty for manufacture and export of indigoious spirits 
and beer are also proposed. According to the proposals, u 
nominal fee is likely to be charged on outdoor patioit tickets 
and for treating animals. The state government also proposes 
to start a lottery. Mr Karan Singh stated that an estimated 
revenue income of Rs 19.74 crores and an expenditure of 
Rs 31.71 crores have been proposed during 1969-70. TUs leaves 
a deficit of Rs 11.97 crores. 

Orissa 

Mr R. N. Singh Reo, Chief Minister of Orissa, presented 
to the OriaSa Legislative Assembly on March 12 the state’s 
budget to 1969-70 which dlsdoacd a revenue deficit of Rs 
12JB crores at the existing rates of levies. With a deficit of 
Rs 18.65 crores in the CBfdtai account, ttie overall deficit in 
the budget at existing rates of taxation is estimated at Rs 


26.93 etores. Presenting the budget, Mr Singh Deo, who also 
holds the Finance portfolio, announced a number of additional 
resource mobilisation measures, estimated to yield Rs 2.76 
croree during the ensuing year to reduce the anticipated deficit. 
The Chief Minister said tiiat the state’s budget for the current 
year, 1966-69 was likely to dose with a surplus of Rs 28 lakhs 
<»j the assumption that an ad hoc assistance of Rs 12 crores 
would be available from the union government. He said, 
when the estimated yield of the additional resource mobili¬ 
sation measures was taken into account the state’s revenue 
deficit for 1969-70 came down to Ra 23.18 crores. With an 
opening credit balance of Rs 25 lakhs, the accounts for the 
year were, therefore, likely to dose with an overall debit 
balance of Rs 22.93 crores. Total revenue receipts during 
1969-70 have been estimated at Rs 106.73 crores and expmiditure 
on revenue account was expected to be Rs 117.06 crores. 

West Bengal 

West Bengal’s budget estimates for 1969-70 presented in 
the state assembly by the Chief Minister, Mr Ajoy Kumar 
Mukberjee, on March 10 revealed an overall defidt of Rs 35.30 
crores. induding Rs 19.78 crores on revenue account. During 
the next year revenue receipts are to be Rs 2,34.77 crores 
against a revenue expenditure of Rs 254.56' crores. Since there 
would be a surplus outside the revenue account of Rs 7.08 
crores, the net deficit on revalue account would be Rs 12.72 
crores. As the year 1969-70, would start with a negative 
opening balance of Rs 22.83 crores, the total deficit in the 
next year’s budget is expected to be Rs 36.36 crores. The 
capital expenditure during 1069-70 is put at Rs 38.99 crores, 
which is mostly to be met from loans. Next year, the West 
Bengal governroe.it hopes to raise Ra 76.38 crores from loans 
and pay off Rs 51.01 crores on previous loans, leaving a net 
amount of Rs 24.37 crores for development expenses. Receipts 
from the contingency funds and public accounts are put at 
Rs 360.12 crores against the expenditure under these beads 
at Rs 348.75 crores. 

Jammu & Kashmir 

A Rs 9Ji0-crore deficit budget, estimating revenue receipts 
at Rs 68.21 crores and expenditure at Rs 67.4] crores, was 
presented to the Jammu and Kashmir Assembly by the Finance 
Minister, Mr G. L. Dogra, on March 10. The estimated expen¬ 
diture of Rs 07.41 crores includes Rs 7.20 crores due for 
payment to the union government on account of interMt 
charges. The receipts Include an amount of Rs 5.65 crores 
as sanctioned increase In the grants-in-ald cm the basis of the 
interim award of the Finance Commission. The Finance Minia- 
tor said after taking credit for the additional resource 
mobilisation, the gap on the revenue account would still be 
Rs 8.20 crores. Resource mobilisation effort includes the 
launching of a scheme of totteries which is expected to yield 
obout Rs 10 lokbs. The Finance Minister estimated receipts 
on capital account at Rs 19.93 crorea. An equivalent amount 
has been provided for diabursement under this section which 
includes Rs 4.20 crores to be paid to the union government 
towards repayment of principal against Rs 3.89 crores falling 
due on this account excluding arrears. On the expenditure 
side on revenue account provision has been made tor committed 
expenditure on the three annual plans. 

Bihar 

The Bihar government’s budget to 1960-70, placed in the 
state assembly on March 13 by the Chief Minister, Mr Harlhar 
Prasad Singh, showed a deficit of Rs 41.72 crores. The Chief 
Minister said that os it would not be possible to have the 
budget paaaed before March 31, 1968, It had become necessary 
to seek a ”vote-on-account" to meet the expenditure during 
the tint alx months of the next financial year. The following 
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are the details in crores of rupees: IMVaaue recdpts 180.79; 
revenue expenditure 211.88; deficit on revenue account 31.13; 
capital receipts 211.50; capital expenditure 222.09; deficit on 
capital account 10.59; total deficit 41.72. The budget did 
nut contain any taxation proposals to meet the deficit. The 
Chief Minister stated that pending concrete proposals to be 
forinulaled by the Finance Conunittee of the govenunoit which 
was studying tne existing tax structure and measures lor 
mobilisation of additional resources, Uie government Intended 
to take some economy measures. He said that effective stejis 
would also be taken to enhance receipts from agricultural 
income-tax, sales tax, state excise duties and other taxes by 
improving the efficiency of the machinery lor assessment and 
coUectiou of taxes. Uc announced that the government also 
proposed to start lotteries to mobilise additional resources lor 
economic development. 

ITALIAN TRADE TEAM 

A number of proposals for Italian collaboration in joint 
ventures in India have emerged as a result of the discussions 
that the 31-member Italian trade and business delegation has 
hud in this country. The leader of the delegation, Senator 
I'aolo Berianda, revealed in New Delhi recently on the con¬ 
clusion of the delegation’s visit, that the prospects for expanding 
liido-ltaliun trade and co-operation were bright. One of the 
members of the delegation, who is a leading manufacturer of 
shoes, has already drawn up a project for collaboration with 
a Madras firm, Srinivas and Co., for processing of leather and 
manufacture of the uppers of shoes In India. While Indian 
raw materials, equipment and manpower will be used, such 
mactiinery us is not available in India will be supplied by 
the Italian collaborator. In addition, the Italian company will 
provide the know-how. The products of the Madras venture 
will be exported not only to Italy but also to other countries. 
The Madras factory will be equipped to manufacture 15,000 
pairs of shoes every day. Another proposal for collaboration 
is to sot up a unit for the manufacture of carburettors with 
lliilian assistance near Poona. Italy will also collaborate with 
the Fertiliser Corporation of India for setting up a urea pl^pt 
in Ceylon. Senator Berianda stated that other possibilities 
under cuiisidcration Included manufacture of axle boxes for 
railways and some machine tools for special use. The Italian 
delegation did not, however, appear to evince the same intereat 
in imixirt of Indian equipment and services for Italian industries. 
In fact, the Commerce Secretary, Mr K. B, Lall, told the 
delegation that this country could provide material and expertise 
in fields like construction, tobacco-based industries, food pro¬ 
cessing and supply of raw materials for the Italian steed industry. 
Asked fur its reaction, the Italian delegation said the suggestions 
would be given due consideration. The delegation thought that 
Indian industry had not taken adequate steps to publicise Its 
products abroad and sell them at competitive prices. 

EXP070 

It has been dceidi'd to give multi-media publicity support 
to our participation in Fa:po’70, which is scheduled to be held 
at Osaka, Japan, in Mtirch, 1970. Extensive use will be made 
of films, visual publicity material, radio and TV programmes 
to project the image of modern India. The emphasis will 
be on unfolding a picture of this country with our rich 
cultural heritage, unity in diversity, Uie overaU effort and the 
possibilities of helping other developing countries on the basis 
of mutual advantage. Our cultural links with other Asian 
countries will be stressed. These decisions were taken at a 
meeting of representatives of various publicity organisations 
which was held recently under the chairmanship of the union 
Minister of State for Information and Broadcasting, Mr 1. K. 
Gujral. The Minister stated that participation In Expo*70 
should be taken as a challenge and every effort should be 
made to project the correct image of the country. He added, 
that he would Uke every member at the Indian pavilion. 


whatever bis or her status, to receive an intensive briefing 
before going to Japan. 

UIPZIfi SPRING FAIR 

Trade organisations of the German Democratic Republic 
revealed keen interest in many of our products on display in 
the Leipzig Spring Fair, according to information reaching 
here. A wide range of engineering products, such as macMne 
tools, baud tools, steel products, tipper, automobile parts, wire 
ropes, diamond cutting tools, medical and surgical instruments, 
drugs, pharmaceuticals and chemicals, tyres, tubes and paper 
products, besides textiles, coir, jute and linoleum manufactures, 
food products and handicrafts were on display. Our parti¬ 
cipation m the Fair was arranged by the Indian Council of 
Trade Fairs and Exhibitions. Nearly 100 firms and organisations 
from this country took part in the Fair. Among the distinguished 
visitors to our pavilion were the Deputy Prime Minister of 
German Democratic Republic and the Minister of Economy of 
the Government of Iraq. 

GERMAN FOOD AID 

The Federal Republic of Germany will put at the disposal 
of tile Government of India 90,000 tons of wheat or wheat 
products. This grant has been made in accordance with the 
decisions of the Ministerial Council of the European Economic. 
Community on March 4, 1989. Out of the total, 64,b00 tons 
will be subject to bilateral arrangements and 28,000 tons w.U 
be the German contribution to the multilateral EEC grant. 
On the basis of the world market price and incidental costs 
the total value of this grant aid is approximately Rs 4.3 crores. 
An agreement between the German and Indian governments 
concerning the bilateral food aid is envisaged, and there will 
also be a treaty between the European Communities and the 
Indian government concerning the multilateral part of the 
transaction involving 80,000 tons of wheat or wheat products. 
This German and EEC food aid is part of the International 
Grains Agreement 1967 (Kennedy Round). The Food Aid Con¬ 
vention wtiich came into force on July 4, 1968 provides foi 
an annual amount of 4.5 million tuns of foodgrains to be 
given as grant aid to developing countries over a period of 
three years from 1989. 

AMERICAN EXPRESS 

A 2S-per cent increase in the quarterly dividend on American 
Express Company common shares was approved by its board 
of directors at its meeting recently, according to an announce¬ 
ment by Howard L. Clark, Chairman and Chief Executive 
Officer. The board of directors authorised payment of the 
new quarterly dividend on April 1, 1969. In, 1988 the company 
split Its shares three-for-one and increased the dividend by 
71.4 per cent. The newly declared dividend is three times 
that being paid prior to 1960. With the January 1969 dlvidoid 
paymoit, American Express Company observed the 100th conse¬ 
cutive year in which dividends have been paid to its holders 
of common shares. The board also authorised payment on 
April 1, 1969 of 57.5 cents pbr share on Its 2.30 preferred 
shares series, and 37.5 cents per share on the 1.50 preferred 
series. 

INDIAN OIL CORPORATION 

The Indian Oil Corporatitm made a profit of Rs 10.83 crores 
last year against Rs 6.26 crores in 1968-67, according to the 
amiuul report of the Corporation. IOC also Increased its 
dividend by one per cent in the year under review. The 
report stat^ that IOC’s marketing division now held the first 
position in the marketing field In India. All the three state- 
owned refineries—Gauhati, Barauni and Gujarat—processed 
more crude oU than la ^ previous year, 'nie corporation 
exported 380,188 tonnes of petroleum products against 18,772 
tonnes Uie previous year. The coiporaUon also increased Its 
sales by 32 per cent. 



Ibrch 21, 1960 


EASTERN ECONQMiBr 




BELAXtSG 


Yes. You oui provided you entrust 
your persons! mstters such ss pay* 
ment of insurance premia, house 
rent, children's school fees, club 
bills and the like to the expert 
hands of PNB. 


All yon have to do Is to opw a 
Savings or Current Account with 
us and give standing instruotlmis to 
deal with these matters. We will do 






the coffee that tastes so good 

/$ ar«0/starftflra(foiMrAtotfts/0ni(»Af«s(tf's/AS(intc<#M* ; 


SASTERN ECONOMIST 


Mapch 21, INB 


We file 
it under 


C for Coffee— 
Nescafe, of course! 
Delicious, refreshing, 
it’s Instant Coffee— 
so quick and easy to ^ 
prepare in the office !i 






March 21,1969 


EASTERN ECONOMIST 


641 


Company Affairs 


UNITED COMMERCIAL BANK 

HR R. B. SHAH, Chairman, the United Commercial Baidr Ltd, 
revealed that during 1968, the Silver Jubilee year, the depoelts 
al the bank touched a figure of Rs 240.68 croree as against 
its 215.14 crores at the end of 1967. In his statement circulated 
to the' shareholders in connection with the annual general 
meeting to be held on April 9, 19W, he added, that there has 
been a tendency with the depositors to take advantage of 
higher rate of interest available on time deposits. Advances of 
the bank, including bills purchased, increased only by Rs 7.3U 
L-rores against Rs 9.07 crores in the previous .year and as much 
ds As 25 crores in 1966. Consequently the credit ratio declined 
to 60 per cent at the end of 1968, as against 70 per cent at the 
and of 1965. The chairman added that the bank bad given 
priority to certain sectors for advances. In the field of exports, 
lor instance, limits sanctioned for packing and post-shipment 
finance increased during the year by Rs 5 crores to Rs 12 crores. 
This, however, was ha addition to the reguiar purchase of ex¬ 
port bills. Similarly in the case of agriculture, sanctioned 
limits were reached at a level of Rs IJiO crores. Alter the end 
of the year under review, a further amount of Rs 46 lakhs has 
been sanctioned lor energising of wells in Gujarat. The chair¬ 
man added, that credit to plantations amounting to Rs 6 crores 
continued to be extended. This bank also offered special 
assistance to the extent ox Rs 60 lakhs in the flood-etfeoted 
districts of Surat and Jaipaiguri. 

Mr Shah pointed out that while the banks were generally 
prepared to advance more money to the priority sector, the 
smaU iudustrlaUst found himself in a bad way owing to two 
years of recession. There had, therefore, been few applications 
for loans. Secondly loans to the agricultural sector were essen¬ 
tially seasonal even in the case of agricultural equipment. The 
banks had no experience of, nor the organisatioa for, farm 
fmancing and agricultural inputs had recently come on the 
market. The bank, therefore, had made beginnings by extend¬ 
ing assistance to the rural sector In a variety of other ways 
such as investment in debentures of land mortgage banks and 
loans to state electricity boards for rural electrification and 
energising of wells. The Ucobank, the chairman added, had 
joined other banks to establish the Agricultural Finance 
Corporation which was engaged in the finance of agriculture 
on its own or In participation with other eommerdai banks, 
mostly In cases involving considerable finance which could not 
be taken up by any individual bank. 

The working results of the United Conunerdal Bank Ltd 
for the year ended I^ecember 31, 1968, showed a net profit of 
Rs 85.31 lakhs after providing for taxes and for all known and 
anticipated charges, and including Rs 1.91 lakhs brought for¬ 
ward from the prevhnu year’s accounts. The directors have 
transferred Rs 17 lakhs to the reserve fund, Rs 22.40 lakhs to 
the special reserve and have appropriated Rs 28.90 lakhs to 
bonus to staff. The interim dividend at the rate of six per 
cent, subject to deduction of tax, absorbed Ra 16.80 lakhs. The 
directors have now recommended the payment of a final divi¬ 
dend at the rate of eight per cent, subject to tax, raising the 
dividend for the year to 14 per cent. The final dividend, it is 
estimated, will absorb Rs 22.40 lakhs and will be paid out of 
the special reserve. 

At the end of 1968, the bank had 323 branches—253 in 
banked centres and 61 In unbanked centres. The number of 
branches in foreign countries totalled nine. In 1988, the bank 
opened 47 new branches (26 In banked centres and 21 in un¬ 
banked centres) as against 26 branches tmly in 1967. The 
bank also participated In the formation of the State Bank of 
Sikkim sponsored by the Government of Sikkim by sutecribing 
20 per cent of its capital. The coUabimation agreement «ivi- 
sages the nomination of one director to tbe State Bank of 


Sikkim by the United Commercial Bank; the managing director 
of the Sikkim Bank has been appointed with the consent of the 
bank. The Agricultural Finance Corporation Ltd was formed 
by commercial bunks in 1968 with an authorised canital of 
Rs 100 cmres and subscribed capital of Rs 10 crores. The bank 
has subscribed to tbe capital of tbe corporation by taking up 
775 chares of Ks 10,000 each on which half tbe amount has been 
called up and paid. 

The record of the last decade shows that the deposits of 
the bank more than trebled from Rs 78.28 crores in 1956 to 
Rs 240.58 crores in 1968. The number of branches uUo multi¬ 
plied by more than 21 times from 123 in 1958 to 323 In 1968. 

SURAT ELECTRICITY 

The Surat Electricity Company Ltd, Bombay, will shortly 
enter the market with an offer of 13,909 (9.5 per cent 
free of company's tax but subject to deduction of taxes at 
source at the prescribed rate) cumulative redeemable prefer¬ 
ence shares of Rs 100 each at par for cash payable at Hs 50 on 
application and Rs 50 on allotment, and 35,000 (7i per cent sub¬ 
ject to tax) debentures of Rs 100 each at par for cash payable 
in full on application. The company has an authorised capital 
of Rs 2 crores, consisting of 70,000 ordinary shares of Rs 100 
each, 5,000 cumulative preference shares of Rs 100 each and 
125,000 (unclassified! shares of Rs 100 each; out of which 
70,000 equity shares and 5,000 Oi per cent (free of income-tax) 
cumulative preference shares are subscribed and fully paid-up. 
The entire new issue is underwritten by the Life Insurance Cor¬ 
poration, the Unit Trust of India, the Industrial Credit and In¬ 
vestment Corporation of India Ltd, the United Commercial 
Bank Ltd, and Champaklal Oevidas, Bombay. 

The company Is engaged in the generation and distnbution 
of electricity to consumers within tbe area comprising 
the limits of tbe City Municipality of Surot, including Hope 
Bridge over the Tapti River, and so much of the area sub¬ 
ject to the control of the Surat District Local Board as Ues on 
the left bank of the Tapti River, and is within a radius of 
three miles from the Surat City Municipal offices. The electri- 
cUy distributed by the company to its consumers within the 
area of supply is partly generated at its own power station and 
partly purchased In bulk from the Gujarat Electricity Board. 
Bulk supply Is deUverad to the company at three points within 
Its area. The overall area served by tte company is about 50.6 
sq. kilometres (19.5 sq. miles). The company does not propose 
to acquire any new business out of the proceeds of the issue but 
will utilise the same for financing capital expenditure on power 
distribution faculties within the area of supply of the company. 

GOODYEAR 

Mr Fakbrudditt All Ahmed, Minister for Industry, Internal 
Trade and Company Affairs, laid the foundation of Good- 
year’s new i^cle tyre plant and the second automotive tyre 
plant recently at Batlnbgarh, Haryana. When ready, Good¬ 
year’s new cycle tyre plant with an installed capacity of two 
million tyres and tubes wiU augment the country’s bicycle 
t.vre production substantially. The bicycle population of the 
country which is just over 16 million Is growing at the rate 
of 2.2 million per year. Our bicycle tyres have also great ex¬ 
port poteiitiaUs in the neighbouring markets. The new cycle 
tyTe plant will go into production In winter thb year. With 
the Installation of the second automatlve tyre plant, Goodyear's 
total installed capacity of tyres and tubes will be 513,000 units 
per year. The company plans to give more emphasis on the 
production of tractor tyres in view of the Increased farm mecha¬ 
nisation during the fourth five-year Han. The entire construc¬ 
tion programme will require a total Investment of more than 
Rs 13 crores, which will be partially financed by the retained 
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earnings of the compan)' and from the long and short-term 
loans. It Is expected that the near automativc tvre plant will 
start functioning from early next year. 

ESCORTS 

The directors of Escorts Ltd have recommended a higher 
dividend of 13 per cent for the year ended 1968. In the previ¬ 
ous year, the dividend lor the whole year worked out to 10 per 
cent. The payment of higher dividend also covers the bonus 
issue made last year. The dividend to be paid amounts to 
Rs 35.03 lakhs and it will be paid out of the reserves. There 
has also been a 58 per cent rise in the company’s sales from 
Rs 13 crorea in 1067 to Rs 20.55 crores in 1968. The net profit 
was around Rs 177 lakhs.. The profit has been arrived at after 
providing lor depreciation at Rs 46.78 lakhs, Interest Rs 53,82 
lakhs and mana^ng agatts* commission Rs 10.27 lakhs. Provi¬ 
sion for taxation has been increased from Rs 26 lakhs to Rs 77 
lakhs, thus leaving over Rs one crore which has been trans¬ 
ferred to the reserves and surplus. The significant rise in 
sales and profits is mainly due to increase in the sale of tractors 
and agricultural implements. There has been a substantial 
Increase in the manufacture and sale of other products of the 
company, including mcdor cycles, piston' assemblies etc. The 
company has entered for tiw first time some of the African 
and West Asian markets for the export of its products. The 
export earnings which have been doubled in 1968 over that of 
1967 are likely to show even better results during the current 
year. 

PROTEIN PRODUCTS 

The Protein Products of India Ltd entered the capital 
market on March 20, with an issue of Rs 60.97 lakhs consisting 
of 428,989 equity shares and 178,700 cumulative redeemable 
preference shares, both of Rs 10 each. The subscription list 
will close on April 3. or earlier at the discretion of the directors, 
but not earlio' than March 22. The company has an authorised 
capital of Rs 275 lakhs and subscribed and fully paid up capital 
of Rs 59.03 lakhs. The entire issue now offered for public sub¬ 
scription is underwritten. The company was promoted by 
Raliis. India Ltd, Aspinwall 6c Co. Ltd, end Compagnie 
Rousselot, Franco, with the main object of manufacture and 
sale of gelatine, ossein and di-calcium phosphate and generally 
all kinds of fine and heavy chemicals. The company has en¬ 
tered Into technical collaboration with Messrs. Rousselot 
Kuhlmann of France for the manufachire of the above articles. 
The company’s factory is being located near Ootacamund. 

WESTERN BENCAL COAL-FIELDS 

The Western Bengal Coal-Fields Ltd entered the capital 
market on March 17 with 15,000 (9.5 per cent, free of company’s 
tax but subject to deduction of taxes at source at the pres¬ 
cribed rates) redeemable cumulative preference shares of 
Rs 100 each at par. The company has on authorised capital of 
1,900,000 shares of Rs IP each. 85,000 unclassified shares of 
Rs 100 each and 15,000 (0.5 per cent) redeemable cumulative 
preference shares of Rs lOQ each. The entire issue now offered 
for-pubRc subscription has been underwritten by several finan¬ 
cial institutions. ’The proceeds of the Issue are intended to be 
utilised for the purposes of financing the expansion programme 
of the company. Pits are being sunk in Nakrakonda area to 
equip them for an ultimate raising of 30,000 tonnes per month. 

DUNLOP 

During the year ended December 31, 1968, Dunlop India 
Ltd recorded increased output of both its factories, nith conti¬ 
nued high demand for Iti products. The total income comes 
to Re 71 CTOfee, showing an increase of 8.8 per cent over 1967. 
Bales alme adnunt to Rs 70.71 crores against Rs 60.00 crores. 
The net profit, before tax and devdi^mont rebate reserve, is 


shmsT) higher at Rs 6.01 crores against Rs 5.16 crores for the 
preceding year. A sum of Rs 100.38 lakhs is provided for de¬ 
preciation, Rs 3.29 crores for taxation and Rs 26.75 lakhs for 
development rebate reserve leaving a net profit Tor disposal 
of Rs 2.46 crores. The directors have proposed a final dividend of 
IQ per cent, making a total of 17i per cent for the year, same 
as in 1967. Total preference, ordinary and the proposed divi¬ 
dends will absorb Rs 178.60 lakhs. 

E.I.D.-PARRY 

The group annual report of EID-Purry Ltd for (he year 
ended September 30, 1968, disclosed that the group has main¬ 
tained good progress. The company produced during the year 
44,910 tons of .sugar which constituted o record, although the 
recovery was lower dUe to the longer duration of the seasori 
and adverse climatic conditions. The report stated that sales 
of spirit, carbonic acid and chemicals continued to be satis^ 
factory. Despite competition, a higher- level of sales was 
achieved in the ceramics section. Fertiliser sales also regis¬ 
tered an increase of two per cent in spite of unfavourable cU- 
inatic conditions in a large portion of the marketing area. The 
Ennure ammonium sulphate plant was commissioned during 
the year and over 10,000 tons were produced. Ammonium sul¬ 
phate production was more than 40,000 tons and superphos¬ 
phate output was maintained at the previous level. ’I^ com¬ 
pany rantinued to purtldpate in the seeding programme for 
the Madras Fertiliser Factory which is now under construc¬ 
tion. The construction of a second insecticide formulation unit 
is expected to be completed in the current year. ’The company’s 
workini; shows that the total turnover Increased to Rs 67.11 
crores from Rs 56.10 crores In the previou.s year. The contribu¬ 
tion to the net trading profit from sales of its manufacture In- 
creB.sed from 40 per cent in 1967 to 65 per cent during the year 
under review, while that of the merchandi.sing business came 
down from 47 per cent to ‘20 per cent. 

ambika 

The directors of Ambika Mills Ltd have proposed a divi¬ 
dend of Rs 33 per share, less tax, for the year 1906 against Rs 36 
per share in the previous year. This is on the increased capital 
of the company following the bonus issue. The company's 
sales during the year have risen to Rs I5.U6 crores while the 
gros,H profit is more or less the same us last year at Rs 2.06 
(Tores. After providing Rs 67.48 lakhs fur derireciatlon, Rs 11.37 
lakhs for development rebate reserve and Rs 67 lakhs for 
taxation the net profit works out to Rs 58.14 lakhs. Other allo¬ 
cations include Rs 12.50 lakhs to debenture redemption reserve. 
The proposed dividend will claim Rs 44.88 lakhs. 


The Indian Economic Intelligence Unit 

Haa Prepared New Reports On 

1. A Petrochemicals Programme For the Fourth 
Five Year Plan 

2. A Fertiliser Programme For the Fourth Five Year 
Plan 

3 New Opportuidtles for Manufacturers of Chemical 
Equipment. 

These reports contain details 6t the latest thinking 
on the concerned Industries and uptodate statistics. 

PRICE Ra. 50 Per Copy 

Please order your copies nour from : 

The Indian Economic Inteiiigcnce Unit 

Cl/26 Saldarjug Eaelava, NEW DELHI-16. 

PhoM: 77857 
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RECORDS AND STATISTICS 

Decline and Recovery in Output of Major Industries In 1967 and 1968 


Industries showing a de¬ 


Industries showing a 
decline in output In 

1987 

Percentage 

faU 

dine in output in 1967 
but an increase in 

1068 

Percentnge 

rise 

Industries showing a 
decline in output in 

1968(a) 

Percentage 

(all 

Oonsiuner goods 


Consumtr gooda 


Cnnanmer goods 


Cotton textiles (Mill) 

3.06 

Cotton textiles (Mill) (b) 

7.22 

Sugar (c) 

4.28 

Sugar 

38.91 

Cigarettes 

10.46 

Matches 

1.17 

Cigarettes 

6.84 

Dry cells 

27.30 

Hurricane lanterns 

41.44 

Matches 

4,68 

Sewing machines 

10.56 

Air-conditioners 

23.77 

Di^ cells 

3.45 

Water & electric meters 

13.95 

Flour milling 

8.00 

Sewing machines 

10.98 

Incandescent lamps 

7.02 

Confectionery 

23.3.5 

Water & electric meters 

8.51 





Hurricane lanterns 

7.35 

Intermediate goods 


Intenntdlato gooda 


Incandescent filament lamps 

0.53 

Steel pipes and lubes 

24.53 

Steel castings 

13.83 

Flour milling 

12.16 



Conductors 

12.25 

Confectionery 

16.55 

Capital goods 


Refractories 

9.61 

Intermediate goods 


Trucks 

6.78 

Sheet gloss 

1.69 

Sttel pipes & tubes 

16.6.5 

Haulages 

85.52 

Paints and varnishes 

16.51 

Iron and steel 

2.09 

Tea machinery 

99.01 

Heavy structurals 

30.39 

Heavy structurals 

62.29 

Conveyors 

25.64 

Iron and steel 

15.51 

Capital goods 


Threading tools 

36.02 



liOoms (calico) (d) 

30.83 



Capltsl goods 


Ring spinning frames (d) 

18.80 



Railway wagons 

32.40 

Trucks (petrol & diesel) 

14.96 



Diesel engines 

2.86 

Haulages 

44.56 



Transformers 

13.30 

Road rollers 

42.8.5 



Road rollers 

80.54 

Tea machinery 

20.06 



Electric motors 

8.78 

Conveyors 

17.02 



Milling cutters 

7.23 

Milling cutters 

6.92 



Ufts 

23.42 

Threading tools 

6.73 



Hoist blocks 

23.66 

Jute machinery (d) 

25.00 



Cranes 

24.03 

Hoist blocks 

25.77 





Cranes (other than mobile) 

24.93 






ls) Data relate to the period January-September 1068. (b) Data relate to the period JanuMry-Ortober, 1968. 
(c) Data relate to the period January-May 1968. (d) Data not availoble. 

SoBKC: National Council of Applied Economic Research. 


Ou^ut and Sales(a) in Selected Major industries 


1965* 1966* 1967* 1968h* 


Industry 

Output 

Seles 

Output 

Sales 

Output 

Sales 

Output 

Sales 

Consumer Goods 

Rubber footwear 

+12.76 

+14^2 

— 1.58 

— 0.01 

+ 5.29 

+ 4.02 

+ 4.47 

+ 0.93 

Electric fans 

+26.78 

+26.36 

-10,77 

— 3.40 

+ 6.B7 

+ 3.02 

+ 3.55 

+5.37 

Hydrogenated oil 

+18.82 

+16.79 

—15.90 

—13.00 

+ 5.59 

)- 6ii3 

+26.0C 

1 25.72c 

Cotton textiles (Milt) 

— 1.45 

— 2.14 

-- 7.83 

— 4.33 

— 3.06 

— 4.68 

+ 7.22d 

-i- 7.02d 

Sugar 

+24.18 

—10.37 

+ 7.80 

+29.17 

—38.91 

— 28AI 

— 4.28c 

-25,02 

Cigarettes 

+17.18 

+ 18.33 

+ 8.09 

+ 8.68 

— 6.84 

— 7.51 

+10.46 

+12.41 

Matches 

+ S.64 

+ 8112 

+ 1A5 

-f- 1.81 

— 4.88 

— 4J4 

— 1.17 

— 1.09 

Dry cells 

+ 4.94 

+ 6,85 

+ 9.27 

+ 5.62 

— 3.43 

•! 0.77 

427.30 

+ 9.57 

Sewing machines 

+66.06 

+54.46 

~ 2.49 

— 4.93 

—10.98 

—11.34 

+10.56 

+5.53 

Water and electric metres 

— 8A0 

+ 5.30 

— .5.83 

— 8.60 

-8.51 

—14.30 

+13^5 

+ 15.52 

Hurricane lanterns 

+ 6.46 

+10.21 

— 8.81 

—16.70 

— 7.35 

+7.35 

-41.44 

—47.60 

Incandescent lamps 

+ 0.66 

— 0.62 

+ 12.05 

+ 9.80 

— 0.53 

+ 1,64 

+ 7.02 

+ 7.21 

Flour oiUUng 

—IIJU 

—11.47 

— 7,10 

— 7.75 

—12.16 

—12,14 

— 6.00 

— 5.91 

Confectfonny 

+ 0.46 

+ 0.S4 

+ 3.16 

+ 2.17 

—16.85 

—16,84 

—23.33 

—24.69 

Alr-condltloners 

+10.40 

— 0,08 

+57.59 

+51.60 

+18.74 

+ 10.02 

—23,77 

+26.2» 

Bicycles 

+•12.16 

+ T.90 

+ 7.91 

+ 4.66 

+ 2.08 

—18.62 

+ 8.22 

+ 0.57 
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oinrrcT and salesu) in selected majob industbik 



IMS* 

1966* 

1967* 

1668b* 

Industry 

Output 

Sales 

Output 

Sales 

Output 

Sales 

Output 

Sales 

Paper, paperboard and newsprint 

+15.67 

+14.00 

+ 8.23 

+ 7.46 

+ 4.16 

+ 8.10 

+ 5.83 

+ 3.22 

Radio-receivers 

+23.37 

-1-27.03 

+22.20 

+15.90 

+ 19.86 

+21.01 

+55.70 

+55.45 

Refrigerators 

+ 3.04 

— 8.89 

+28.31 

+21.60 

+ 4.41 

+ 15.31 

+28.70 

+40.17 

Motor cj’cles and scooters 

+22.73 

+ 19.59 

+ 2.02 

-1- 3.17 

+19.20 

+22.59 

+21.45 

+10.98 

Cars 

+ a,7i 

+ 6.04 

+ 11.83 

. +12.20 

+20.83 

+ 18.88 

+ 13.23 

+14.17 

Biscuits 

+ 3.79 

+ 3.25 

+24.17 

+23.95 

+ 8.82 

+ 8.83 

+ 7.83 

+ 5.20 

Soap 

<• 3.83 

) 3.01 

+ 3..79 

+ 3.60 

+ 3.97 

h 3.62 

+ 3.46 

+ 3A1 

Intermediate Gooda 

Sulphuric acid 

— 0.40 

— 1.09 

—11.05 

— 9.96 

+33.47 

+32.64 

+22.14 

+19.90 

Steel castings 

+ 8.S2 

+20.23 

— 8.97 

—14.36 

+ 0.60 

— 9.14 

—13.83 

+ 10.28 

Storage batteries 

— 2.82 

— 1.73 

— 3.38 

— 4.09 

-1-11.00 

+ 11.01 

+10J19 

+ 9.45 

Automobile tubes 

+ 5,17 

+ 8.03 

— 6.40 

— 7.36 

+26.41 

+25.82 

+ 2J7 

+ 7.34 

Jute manufactures 

+ 5.00 

+ 4.80 

—16.17 

—15.84 

+ 3.32 

+ 3.78 

—2B.20d 

— 032d 

Paints and varnishes 

— 1.54 

+ 1.05 

— 4.09 

— 4.66 

+17.28 

+ 17.23 

—15.91 

—12Ae 

Heavy steucturals 

NA. 

NA. 

—11.08 

— 6J58 

—62.27 

—60.77 

—30.39 

—38.M 

Steel pipes and tubes 

+ 8.95 

+ 8.69 

f 3.04 

— 1.60 

—16.65 

—19,02 

+24.53 

+ 15.48 

Iron and steel 

+ 4.90 

+ 4.60 

+ 4.49 

•i-3.72 

— 2.09 

— 0.47 

—15.51 

— 

Conductors 

—12.09 

— 5.88 

-t 10.33 

+ 6.05 

+38.28 

+34.10 

—12.25 

— 8.38 

Refretdorics 

NU 

+ 5.86 

+ 5.00 

+ 6.10 

+ 3.49 

+ 2.07 

— 9.61 

— 4.76 

Sheet glass 

—13.08 

— 5.82 

+51.62 

4 28.20 

+15.95 

+38.70 

— 1.69 

+ 2.90 

Cement 

+ 9.16 

+ 9.20 

+ 4.49 

+ 4.26 

+ 2.32 

+ 2.56 

+ 3.25 

+ 2.93 

Caustic soda 

+14.32 

+ 15.46 

+ "..39 

+ 5.52 

+ 8.98 

+11.72 

+28.74 

+28.78 

Soda ash 

+14.00 

+ 17.65 

H 8.62 

+ 5.58 

+ 1.75 

+ 4,70 

+ 12.24 

+ 8.06 

Automobile tyres 

+ 10.34 

+11.66 

Nil 

— 0.03 

+ 6,38 

+ 7.45 

+ 9.80 

+ 10.03 

Fertiliser (N) 

1- 3.92 

+ 4.62 

I 8.78 

+ 1.87 

I 28.56 

+37.60 

+35.85 

+30.79 

FertUizer (P209> 

— 0.01 

+ 4.89 

+ 7.99 

+ 4.56 

+32.60 

+28.60 

+ 3.36 

— 1.30 

Coal 

+ 8J3 

-1- 9.64 

+ l-W 

— 0.45 

+ 0.87 

+ 2,10 

+ 2.00e 

+ 1.92e 

Capital Goods 

Hacksaw blades 

+ 6.50 

-1- 0.84 

—42.80 

—27.28 

+44.00 

+ 15.25 

+27.31 

+31.46 

Railway wagons 

+ 3.77 

+ 0.60 

—33.41 

—29.70 

+ 9.92 

+ 4.80 

—32.40 

—32.89 

Trucks 

+ 7,57 

+ 6.12 

— 8.27 

— 6.50 

—14.M 

—14.36 

+ 6.78 

+ 1.73 

Haulages 

—47.14 

—47.14 

— 6.76 

— 6.76 

—44.56 

-+4,56 

-f 85.52 

+85.62 

Road rollers 

+ 6.82 

+ 6.75 

— 3.19 

— 7.84 

—42.85 

—38.20 

—80.54 

—64.19 

Tea machinery 

+41.16 

+41.16 

— 3.11 

— 3.U 

—20.66 

—20.06 

+99.91 

+ 09.91 

Hoist blocks 

N.A. 

NA. 

—35.76 

{■ 4.69 

—25.77 

—21.!12 

—23.86 

+ lSlii4 

Threading tools 

+ 15.55 

1- 9.63 

--15.83 

— 9.60 

— 5.73 

—14.77 

+36.02 

+50.28 

Bandsaw blades 

+ 126.60 

+73.10 

—31.03 

—47.27 

+215.05 

+273.78 

—25.48 

— 6.56 

Cranes 

NA. 

NA. 

+16.51 

+23.26 

—24.93 

—27.45 

—24.06 

—37.25 

Conveyors 

—40.18 

—40,18 

+ 64.91 

+64.91 

—17.02 

—17.02 

+25.64 

+25.64 

Milling cutters 

+ 8.13 

— 0.07 

+ 17.41 

+ 11.81 

— 6.92 

- 7.82 

— 7.23 

+24.70 

Lifts 

N.A. 

N.A. 

+20.00 

+ 51.56 

Nil 

+ 0.93 

—23.42 

—29 53 

Power driven pumps 

+29.85 

+28.88 

+30..32 

+29.05 

+ 6.12 

+ 7.99 

—20.43 

—26.52 

Transformers 

+30.40 

+30.09 

+ 11.00 

i-11.63 

+ 9J8 

+ 7.19 

—13.20 

— 8.54 

Sugar machinery 

— 1.48 

— 1.48 

+ 7.50 

+ 7.50 

+ 2.37 

+ 2.37 

— 0.66 

— 0.66 

Electric motors 

+29.32 

+29.46 

+14.27 

+ 17.66 

+ 4.47 

— 2.29 

— 8.78 

— 3.49 

Diesel engines 

+23.00 

+21.57 

+18.12 

+ 17.54 

+ 3.63 

+ 1.24 

— 2.88 

+ 6.49 

Steel files 

+37.47 

+40.00 

+28.21 

+21.35 

+ 5.31 

+ 3.07 

+15.01 

+38.14 

Cement machinery 

NA, 

NA. 

+1.3.10 

+ 13,10 

1-16.38 

+ 16.38 

+37,02 

+37.92 

Ball & roller bearings 

+40.19 

+37.38 

+11.14 

+ 15.63 

+ 9.86 

+ 4.35 

+18.61 

+27.08 

Tractors 

+132.74 

NA. 

+ 20.53 

N.A. 

+45.11 

N.A. 

1-26.48 

+41J3 

l^uims 

—25.80 

—33.61 

—14,01 

—12.99 

NA. 

NA. 

NA. 

NA. 

Ring spinning frames 

I- 7.30 

+ 10.22 

-3A79 

- 2.3.33 

NA. 

NA. 

N.A. 

N.A 


(b) Sales are equal to the output ol calendar year end chanse in stucic in the last month of each year, 
(b) Data relate to the period JBn.-Sept. 196A (c) Data relate to the period Jan.-May 19G8. 

(d) Data relate to the period Jan.>C)ct X968. (e) Data relate to the period Jon.-Aug. IMS. 

* Percentage change over the previous year. 


Sooroe: National Council of Applied Economic Reseandi. 
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Democracy Without Adjectives 

THE UPHEAVAL in Pakistan is a genuine popular uprising, the Bhuttos 
and the Bhashanis being largel.v irrelevant. Its obvious target, which 
is the personal autocracy of Field Marshal Ayub Khan, is not its oni.v 
one; nor is it its most important. The challenge thrown up by the 
people’s revolt, from Karachi to Dacca, is a bullet fired at the philosophy 
and practices of the Field Marshal’s basic democracy. Once again, it 
has been shown that the democratic way of life, like a woman’s chastity, 
admits of no qualif,ying adjective. 'The concept of basic democracy is, 
at its best, an arrogant assumption that the people should qualify for 
democracy by going through a period of probation and at its worst a 
cynical political front for a dictatorship founded essentially on the 
lo.valty and the support of the armed forces. Not only has this front 
been breached now. but the assumption also has been shattered. 


To the storm that is now raging in Pakistan many forces have 
undoubtedly contributed. The venality of an essentially irresponsible 
autocratic regime mu.st certainly lake its share of the blame. The 
delay and default on the part of this regime in recognising the grass-root 
urges in East Pakistan towards the rights and privileges of equal citizen¬ 
ship have also been a major determinant. But what has been far and 
away the most decisive factor is, quite simply, the belief of the men 
and women of Pakistan that they have a right to democracy unqualified 
by adjectives. 

It is quite possible that, in coming to this conclusion, they have 
not been uninfluenced by the political history, of the last 22 years, of 
our ctiuntry which is their neighbour. In the days when the Ayub 
regime seemed to some to be the perfect answer to the problems of 
political stability in developing countrios newly freed from colonial rule, 
the question used to be asked whether our country could not profitably 
take a leaf out of Pakistan’s book. This question has been answered now 
in a way different from what might have bet'n anticipated by those 
who most readily raised it. There is, however, still one more question 
which awaits an answer. Having rejected basic democracy, will the 
people of Pakistan now be able to proceed towards the real thing? The 
mas.s uprisings and the violent defiance of authority which have humbled 
the Ayub regime are perhaps inevitable in their context. It is in the 
nature of autocracy that there can ordinarily be no orderly transition. 
This means that an extraordinary effort is now demanded of the people 
of Pakistan if the initial and legitimate gains of their revolt against 
autocracy are not to be lost to chaos. There is also the other danger that 
Field Marshal Ayub Khan may have retired only in order that he might 
come back and fight another day. It is to be hoped that now, in its hour of 
greatest need, Pakistan will throw up leaders of vision, wisdom and courage 
who could and would beckon their fellow-citizens to the path of consti¬ 
tutionalism and thereby prevent the people’s uprising from degenerating 
into fratricidal strife. Each and every hour for which the martial law, 
now clamped on Pakistan, lasts will not only delay the advent of genuine 
demoa-atic government for which the people of Pakistan are fighting, 
but may also increase the risk of Gen. Yahya Khan, the Chief Martial 
Law Administrator, or some other “man of destiny”, taking over from 
where Field Marshal Ayub Khan has been forced to leave off. 

To the men and women of our neighbouring country then our best 
wishes must go for an early ending of the agonies of their political 
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rebirth. When we thus i)ffer them our sjTnpathy and 
Kuodwill, we must do so with humility, since in our 
own midst doubting and dangerous voices are occa¬ 
sionally raised questioning the wisdom of adult 
franchise or even the adequacy of the parliamentai y 
form of government. It is natural perhaps for dis¬ 
satisfaction with the conduct of men or the functioning 
of institutions to deteriorate under some circumstances 
or in some minds into a disaffection towards the 


underlying philosophy itself. This perhaps is what is 
happening in respect of the democratic form of govern¬ 
ment in our country. The fault in this case lies, of 
course, with the political parties and their leaders who 
are .seeking or have assumed responsibility of one kind 
or another for the good government of our country 
and the proper working of its democratic institutions. 
The events in Pakistan are a warning to them not to 
play with fire. 


ECGC Has Done Well 


THE SATISFACTORY perfoimance of the Export Credit 
and Guarantee Corporation Ltd (ECGC) is to be wel- 
('i>med Tiot only because the corpoiation is a public 
•i.'ctor undertaking, but also—perhaps more—because 
it means a concrete indication of its having promptly 
geared its working to cater to the needs of the country’s 
steadily rising exports. At around Rs 1,315 crores, it 
may be noted, there was an increase in exports in 
1968 of some seven to eight per cent over the previous 
year, and the credit fur a part of it at least must go 
to the commercial banks which financed exports thanks 
to the packing credit guarantee' and the export per¬ 
formance guarantee provided to these banks by the 
ECGC. There was a rise under both these heads of 
bu.siness underwritten by the corporation from Rs 66.16 
crorcs in 1967 to Rs 108.79 crores in 1968, the packing 
credit guarantee alone accounting for the bulk of the 
business (Rs 100.2 crores). The export performance 
guarantee also made a better showing than in 1967. 
but then it was introduced as late as in October, 1967. 
The fact that 37 export performance guarantees involv¬ 
ing a maximum liability of Rs 2.76 crores was issued 
during 1968 shows that the banks have not been slow 
to avail themselves of the new guarantee facility. In 
ri>rce at the end of that year were 25 such guarantees 
with a maximum liability of Rs 3.49 crorcs. 

It IS not under these two heads alone that the 
ECGC showing in 1968 was satisfactory. In fact, the 
cor|.iorat,ion iccordcd all-round progres.s. While the 
valiu' of risks covered by the ECGC in that year at 
Rs 180.25 Clines showed a rise of 50.3 per cent over 
that in 1967, premium income in 1968 at Rs 47.19 crores 
was even better; it was higher than the premium income 
of the' picvi(-us year by as much as 87.3 per cent. 
Total claims paid by the corporation in 1968 were of 
the order of onl,\ Rs 7.3 lakhs and those paid since 
the inception of the corporation aggregated Rs 37.3 
lakhs. In the case of the ECGC, not all of this, however, 
would constitute a loss, for it is able to recover at least 
a part of the loss. Thus, in 1968, the corporation could 
recover Rs 13.95 lakhs, which is not an inconsiderable 
amount. 

The sharp rise of 87.3 per cent in the corporation’s 
premium income needs an explanation. It reflects the 
spread of the risk over a longer period as well as the 
increased extent of the risk necessitated by deferred 
payments for larger export orders. Large export ordei-s 
secured under global tenders which India has begun 


to receive lately generally involve medium and long¬ 
term payments, and it is noteworthy that, recognising 
this, the corporation has already liberalised the terms 
of its cover. In regard to those who secure large 
export ordei'S, say, of values in excess of Rs 2 crores 
in each case, thus, the ECGC has raised the percentage 
of advances to be made at the post-shipment stage 
from 66} to 80. Similarly, in order to help the small 
merchant exporiers, the corporation has raised its pack¬ 
ing credit guarantee from the normal level of 66} per 
cent to 90 per cent. 

The total risk value of shipments insured during 
1968 was Rs 180.25 crores, as against Rs 119..94 crores 
in 1967, a rise of over 50 per cent. Of this, the risk 
value of shipments insured under the corporation’s 
standard policies amounted to Rs 71,46 crorcs, as com¬ 
pared to Rs 53.78 crores in the previous year. It is 
worth pointing out that this growth was to some extent 
due to the underwriting of large export contracts for 
supply of such items as copper conductors, sugar mill 
machinery, steel pipes and railway wagons, exports of 
which bid fair to improve further in the coming years, 
it is estimated that the value of only this business in 
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1968 was Rs 7.96 crores, or over 11 per cent'of the total 
shipments covered Ae ECGC. 

The value of all shipments covered by the cor¬ 
poration during 1968 worked out to 5.4 per cent of the 
total exports of the country, but one need not hasten 
to conclude that it is a very low coverage, as it does 
seem prima fade. For, all exporters, it must be re¬ 
membered, do not require or take credit insurance, 
because either their transactions are covered by letters 
of credit, or they export to well-known and established 
customei-s abroad. If, therefore, the value of these 
exports is deducted from the overall exports total of 
about Rs 1315 crores and the value of shipments 
covered by the ECGC is compared, its share of the 
country’s insurable expoi-ts would rise to 15 per cent, 
which is regarded as a respectable figure indeed in this 
particular field. 

In assessing the performance of the ECGC, the 
pattern, the direction and the composition of exports 
are all important. It is common Imowledge that not 
only the emphasis on, but actual export performance 
of, exports has shifted from traditional to non-tradi- 
tional items. The volume of business underwritten by 
the corporation involving exports of engineering goods, 
for instance, has trebled over the past few years, 


according to Mr C. M. Ghorpade, the ECGC chief. In 
1968, engineering goods accounted for approximately 
24 per cent of the total shipments covered (Rs 17 
ci-ores); on the other hand, there were sharp declines 
under exports of jute, tea and leather manufactures. 
Direction-wise, Europe accounted, as in previous years, 
for the largest part of the shipments insured by the 
ECGC (33.7 per cent), followed by Asia (22.6 per cent) 
and Africa (21.9 per cent). In terms of value, it was 
Rs 24 crores to Europe, Rs 16 ci-ores to Asian countries, 
Rs IS crores to African countries, Rs 12 ciores to North 
America and Rs 72 lakhs to South America. 

The claims experience of the ECGC has so far 
been satisfactory. In 1968, the corporation paid claims 
amounting to Rs 7.30 lakhs, arising out of exchange 
transfer delays (Rs 2.22 crores), insolvency (Rs 1.85 
lakhs), protracted default (Rs 1.78 lakhs) and other 
causes (Rs 1.45 lakhs). Since its inception, as stated 
earlier, the total claims paid aggregated Rs 37.30 lakhs. 
But of this, the corporation has already recovered Rs. 
13.95 lakhs and expects to recover Rs 17.86 lakhs, so 
that it has had to write off only Rs 5.49 lakhs, wMch 
is negligible, in all conscience, for an institution which 
has completed over ten years of active working sizable 
volume of business in what is admittedly a very uncer¬ 
tain sphere. 


Buoyancy in Bank Money 


THE TWO outstanding features of the progress made 
by banks in this country last year were the sharp 
increases in the number of branches and the value of 
deposits. No less than 674 new branches were opened 
in 1968 as against 406 in 1967 and 356 per year, on the 
average, in the quinquennium ending 1966. The depo¬ 
sits of scheduled commercial banks crossed the Rs 
4,000-crore mark for the first time last year. Despite 
the partial recovery staged by the economy, not all 
the bank money has been put to effective use with 
the result that currently easy money conditions prevail 
in the market leading to rumours of a possible cut in 
the Bank rate. These rumours were, however, scotched 
by Mr L. K. Jha, Gkjvemor of the Reserve Bank of 
India, while addressing a luncheon meeting of the 
Federation of Indian Chambers of Commerce and Indas- 
try in the capital on March 16. 

It may be recalled that the Rs 3,000-crore mark 
in deposits of scheduled commercial banks was crossed 
in 1966. Earlier, the Rs 2,000-crore level was exceeded 
in 1962. The pace at which the deposits of scheduled 
commercial banks have been rising in recent months 
indicates that the Rs 5,000-crore mark is likely to be 
crossed by the end of the current calendar year. At 
the end of the first week of the current month, the 
deposits of these banks had reached Rs 4,277 crores. 

The increase in the value of deposits of scheduled 
commercial banks in 1968 at 11.7 per cent was a shade 
better than the corresponding percentage rise at 11.5 
in 1967 (Table I). There were, however, a few of the 


leading banks whose rates of growth in deposits 
exceeded the combined experience of all scheduled 
commercial banks. To this category belonged the Bank 

TABLE I 

GROWTH IN DEPOSITS ; 1967 AND 1968 


Deposits Annual increas 
(Rs crores) per rent 



1967 

1968 

1967 

1968 

State Bank of India 

959 

1061 

9.47 

10.64 

Central Bank of India 

395 

435 

9.7 

10.1 

Bank of India 

338 

395 

10.1 

16.9 

Punjab National Bank 

314 

355 

13.2 

13.1 

Bank of Baroda 

275 

313 

10.0 

13.8 

United Commercial Bank 

215 

242 

13.1 

12.6 

United Bank of India 

130 

144 

14.0 

10.8 

Canara Bank 

127 

146 

11.4 

15.0 

Dena Bank 

102 

121 

7.4 

18.6 

Union Bank of India 

100 

108 

7.5 

8.0 

Allahabad Bank 

101 

110 

10.9 

8.9 

Syndicate Bank 

80 

112 

8.1 

41.2 

Indian Overseas Bank 

74 

93 

1.4 

25.7 

Ridian Bank 

All scheduled commercial 

73 

85 

2.5 

11.6 

banks 

3763 

4205 

11.5 

11.7 
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of India (16.8 per cent), the Punjaib National Bank 
(13.1 per cent), the Bank of Baroda (13.8 per cent), 
the United Conunerdal Bank (12.6 per cent), the 
Canara Bank (15.0 per cent), the Deng Bank (1&6 per 
cent), the Syndicate Bank (41.2 per cent) and the 
Indian Overseas Bank (25.6 per cent). 

A fact which nveds to be stressed is that the 14 
leading banks are by and large responsible for the 
buoyancy in bank deposits. The growth in deposits 
of ihest' banks between 1955 and 1968 is set out in 
Table II. It sums up the history of the expansion 
of these banks and demonstrates how the dyxuunic 
ones, among them which were relatively less known 
13 years ago, have now joined the front ranks of the 
banking institutioas in this country. 

In 1955, among the leading banks, there were only 
two which had deposits in excess of Rs 100 crores. 
The first rank belonged to the State Bank of India 
whose deposits at Rs 226 crores constituted almost 
one-third of the deposits of all scheduled commercial 
banks in the country. To the Central Bank went the 
second position with deposits at Rs 127.08 crores. In 
that year, there were only four banks which had depo¬ 
sits in excess of Rs 50 crores. The third rank with 


deposits of Rs 80.12 crores went to the Punjab National 
B^; the Bank of India with deposits of Rs 64.74 
crores held the fourth place. With the almost doubling 
of deposits of these banks by 1960, there were some 
shifts in the order of precedence except that the first 
six were able to retain their relative positions. A 
welcome development was the increase in the number 
of banks having deposits of more than Rs 50 crores; 
there were eight of them in 1961) as against only four 
in 1955. 

By 1965, once again, the deposits of these banks 
had nearly doubled and this caused further changes 
in their ranking, although the first fom’ still maintained 
their leads. By that time, moreover, each one of tiie 
14 leading banks commanded deposits of more than Rs 
51) ci-ores. The progress of some of them was truly 
staggering; this was particularly the case with the 
Union Bank and the Syndicate Bank. In 10 years, the 
Union Bank had multiplied its deposits almost eight 
times (from Rs 9 crores in 1955 to Rs 69 crores in 
1965). A similar rate of growth was demonstrated by 
the Syndicate Bank whose deposits rose from 
7 crores in 1955 to Rs 59 crores in 1965. 

The working results of the last three years also 
throw some light on the dynamic maimer in which 


TABLE II 

FOURTEEN LEADING BANKS: DEPOSITS AND OTHER ACCOUNTS 

(Rs crores) 


Allahabad Bank 

Bank of Baroda 

Bank of India 

Canara Bank 

Central Bank 

Dena Bank 

Indian Bank 

Indian Overseas Bank 

Punjab National Bank 

State Bank 

Syndicate Bank 

Union Bank 

United Bank 

United Commercial Bank 


1955 1960 


35 (7) 

51 (8) 

41 (6) 

85 (6) 

65 (4) 

106 (4) 

12 (12) 

30 (11) 

127 (2) 

196 (2) 

16 (10) 

35 (10) 

29 (9) 

39 (9) 

14 (11) 

28 (12) 

90 (3) 

138 (3) 

226 (1) 

571 (1) 

7 (14) 

19 (14) 

9 (13) 

28 (13) 

31 (8) 

51 (7) 

48 (5) 

86 (5) 


1965 1966 


84 

(9) 

91 

(11) 

186 

(5) 

250 

(5) 

240 

(4) 

307 

(3) 

99 

(6) 

114 

(8) 

316 

(2) 

360 

(2) 

82 

(10) 

95 

(9) 

58 

(13) 

72 

(14) 

54 

(14) 

73 

(13) 

241 

(3) 

277 

(4) 

735 

(1) 

876 

(1) 

59 

(12) 

74 

(12) 

69 

(11) 

93 

(10) 

103 

(7) 

114 

(7) 

146 

(6) 

190 

(«) 


1967 1968 


101 (10) 

110 (11) 

275 (5) 

313 (5) 

338 (3) 

395 (3) 

127 (8) 

146 (7) 

395 (2) 

435 (2) 

102 (9) 

121 (9) 

73 (14) 

85 (14) 

74 (13) 

93 (13) 

314 (4) 

355 (4) 

^ (1) 

1061 (1) 

80 (12) 

112 (10) 

100 (11) 

108 (12) 

130 (7) 

144 (8) 

215 (6) 

242 (6) 


Figures in brackets indi<»te the ranks of the banks in the particular years. 
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these banks have been forging ahead in their race for 
mobilising deposits from all over the country. At the 
end of 1968, only two out of these 14 banks had not 
attained the Bs 100-crore mark in deposits. They were 
the Indian Overseas Bank with deposits of Rs 93 crores 
and the Indian Bank with deposits of Bs 85 crores. 
The ranking of the top two banks—the State Bank 
of India and the Central Bank of India—has remained 
unaltered. As regards the third position, the Punjab 
National Bank yielded ground to the Bank of India 
in 1966 and the latter has maintained the lead so far. 
In 1968, the Bank of India was third with deposits of Rs 
395 crores, while the Punjab National Bank occupied the 
fourth position with deposits of Rs 355 crores. The 
Bank of Baroda, which improved from the sixth to 
the fifth place in 1965 has maintained this position 
since. 

The profits of these banks have shown a slow rate 
of rise, not in keeping with the steep increase in depo¬ 
sits. For this there have been a number of reasons, 
especially the continued increase in the bill for salaries 
and wages without the corresponding increase in the 
productivity of employees. The banks which recorded 
reduced profits in 1968 in relation to 1967, though in 
a nominal way, were the Central Bank, the Punjab 


National Bank, the United Commercial Bank, the 
United Bank of India, the Dena Bank, the Union Bank 
of India and the Allahabad Bank (Table III). Some 
of these results are provisional and are likely to change 
when the final balance^heets are drawn up. 

A natural consequence of the spurt in deposits of 
banks has been a sizable improvement in advances 
and bills, though the banks have found it difficult to 
absorb all their increases in deposits in remunerative 
advances to industry and trade.. There is also pressure 
on banks, after the initiation of Social control, to assist 
small-scale industries, agriculture and export industries. 
The speeches of the chairmen of banks which have 
been released so far indicate that the Reserve Bank 
of India has been urging them to devote more attention 
to these strategic sectors of the economy. While there 
is ample justification for devoting increased attention 
to these vital areas in our economy, the needs of other 
sections should not be ignored. Also, undue pressure 
on banks to ignore commercial prudence in lending to 
the priority sectors is likely to Jeopardise the security 
of bank funds, weaken the banking structure and the 
public’s confidence in it, come in the way of deposit 
mobilisation, particularly in the country^de and there¬ 
by prove self-defeating. 


TABLE ni 

PROFITS OF FOURTEEN LEADING BANKS 


(Rs lakhs) 




1955 

1960 

1965 

1966 

1967* 

1968* 

Allahabad Bank 


... 16 

17 

37 

38 

39 

38 

Bank of Baroda 


... 30 

16 

90 

90 

92 

92 

Bank of India 


... 85 

103 

150 

150 

150 

ISO 

Canara Bank 


10 

20 

36 

36 

40 

44 

Central Bank 


... 78 

193 

227 

226 

120** 

119** 

Dena Bank 


11 

24 

31 

31 

33 

31 

Indian Bank 


20 

40 

18 

9 

N.A. 

N.A. 

Indian Overseas Bank 


... 17 

45 

17 

18 

N.A. 

N.A. 

Pimjab National Bank 


... 64 

118 

148 

144 

147 

146 

State Bank 


... 136 

218 

330 

379 

443 

506 

Syndicate Bank 


6 

25 

31 

33 

25 

31 

Union Bank 


9 

27 

34 

34 

36 

34 

United Bank 


... 15 

15 

26 

26 

26** 

2e** 

United Commercial Bank 

... 

... 37 

67 

85 

85 

86 

83 


* Subject to audit 

** Profits tor these banks are after providing for bonus to staff. 
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The Macn^ ft Bbry Grenp 

protects the protectors: 



Medicines protect your health. But what protects medicines 
against impurities like dirt and dust P Pilfer-proof seals from the 

Macneill & Barry Group. 


Kearly 15 million pilfer- 
proof and roll-cap seals are 
manufactured each month 
by the Group for the phar¬ 
maceutical, cosmetic, pre- 
aervedf ood and oillndustries 
This is yet another exam¬ 
ple of the Group’s diversifl- 
cation to meet the country’s 
needs. 

The name of the manufac- 
toriag unit is Containers ft 


Closures Ltd. and the range 
includes: steel drums, kegs 
and tin containers. 

Another successful unit 
of the Group is the Ganges 
Printing Co. Ltd. One of 
India's largest, most modern 
printing presses, the quality 
of its work has won many 

It is also the only press in 
9. E. Asia capable of produc¬ 


ing shade-cards for the paint 
and cosmetic industries by a 
special process. 

The Group also earns the 
counti^ foreign exchange 
through its jute and tea 
exports, and manufactures a 
wide range of light engineer¬ 
ing equipment needed for 
industrial development. 


Growfli llirovgh anleipriM 
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Retreat from World Focus 

DR A. APPADORAI 


I WISH Mr Dinah Singh well He ha a hard task helore 
him. Julia's foreign policy has remained the same in ewcntials 
since Jawaharlal Nehru formulated it on September 7, 1046. 
Mrs Gandhi, in her statement on Republic Day, 1066, said 
categorically; “The fundamental principles laid down by my 
father, to which he and ShastrUi dedicated their liva, will 
continue to guide us.” 

But the world has not remained static. The liquidation 
of colonialism, the birth of several independent states in Asia 
and Africa, the rise of two super powos with nuclear strength, 
the birth and decline of the cold war, the growth of a militant 
communist power in the east, and Sino-Soviet rift have radi¬ 
cally altered the setting in which international relations have 
to be conducted. Nor has India remained static. She has 
atablished new relations with one communist power, and has 
suffered military reverses at the hands of another, and has 
had troublous times with her neighbour, Pakistan. Above all, 
the diplomatic experience India has gained and the lessons of 
worki;^ non-alignment should enable her to be more mature 
in the conduct of her foreign policy. There is also a demand 
in several quarters for a new orientation in our foreign policy. 
For instance, the ‘Assam Tribtme' wrote on December 24, 1968, 
“That there is now a need for a reorientation of India’s foreign 
policy can hardly be gainsaid. Not only has the existing policy 
been puerile but it has been hopelessly inflexible. It has 
chased shadows like peaceful co-existence and lofty ideals like 
global peace while neglecting the reality and substance of 
natiimal interest.” It is in this setting that Mr Dinesh Singh 
assumes charge of the responsible position of Foreign Minister. 

Basis for Reorientation . 

The starting point in any such exercise of reorientation 
is, I suggest, to ponder over the oft-quoted remark of Jawaharlal 
Nehru, soon after the massive Chinae invasion in October 1962, 
that we have been living in an unreal world of our own 
creation. Towards the evening of bis life, after innumerable 
exhortations to all and sundry, that we must be friends with 
all, that ‘Panch sheel’ is the bible of international relations, 
and that disputes must be settled by peaceful means, Nehru 
had realised that profasions of friendship and promises of 
non*interference were not adequate to maintain national secu¬ 
rity. Politics was a more grim business: professions of 
friendship often concealed unsatisfied national interests and 
the watchful foreign minister must go behind words and assess 
their real meaning. 

Indeed the concept of national Interest is basic to an 
understanding of foreign policy. Nehru said in the Constituent 
Assembly (liCglslatlve) in 1947 that whatever policy we may 
lay down, the art of conducting the foreign affairs of a country 
lia in finding out what is most advantageous to the country. 
“In the ultimate analysis", he said, “a government functions 
for the good of the country it governs and no government dare 
do anything which in the short or long run is manifatly tn 
the disadvantage of the country.”* 

The principle is clear, it may be said, but what is its 
content? The content, 1 suggat, may be discussed under 
two heads: (1) gmeral and (U) particular. Every state 
alms at prearving its political independence end territorial 
Integrity by safeguarding its International boundaiia; the 
means may vary from balance of power and allioncn to 
non-alignment and 'Panch sheel’, but the national interat in the 
preservation of territorial intei^ty is clear. The partlcularist 
element in nattooal interest—of different nations, and even 

* JawahatlM NUmi, ‘India’s Foreign PoUcy*, p. 28. 


of the same nations at different times—stems primarily from 
the stage of social and economic development which it has 
reached. The interest of an “affluent society” such as the 
US is, naturally, to preserve it and rid it of such influences 
found by the nation as are hampering its healthy and harmonl. 
ous working; the interest of a socialist country like the 
Soviet Union—declared to be in the transition to communism— 
is obviously to conserve the gains of the BevoluUtm, to ittcrease 
the supply of consumer goods and to provide conditions in 
which it con effectively compete with capitalism. The interest of 
a developing country such as India, cannot, obviously, be either 
of the above. The most important national Interest of India, 
outside of preserving her national integrity, is to see that 
her infant democracy is established on the firmest social and 
economic foundations. In the social structure, where caste 
is the key institution, the most important Ubersd development 
needed is mobility from group to group; in the economic field, 
the most Important development needed is, indeed, develop¬ 
ment: improving living standards by increased production 
and equitable distribution. If we remember that those 
countries—such as Canada. Switzerland, Sweden, New iSealand, 
Britain and the USA—which by common consent have worked 
democracy reasonably well are also those which have had a 
good economic development, the national interest of India in 
promoting economic development will be clear. Such planned 
economic devcloinnent, it is also clear, needs favourable inter¬ 
nal and external conditions and it is the function of foreign 
policy to provide the latter. 

Jawaharlal Nehru, in his many speeches on foreign policy, 
laid down two further dicta which be inadequately followed 
himself. First, be said, speaking in the Lok Sabha on September 
2. 1957, any part we want to play in world offairs depends 
entirely on the internal strength, unity and conditioiu of our 
country. Therefore, he added that, both from the point of 
view of our primary needs and from the point of view of any 
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desire we might have to play a part la world affain, we 
have to pay the first attention to our owa country’s affairs. 
Second, speaking at the Indian Council of World Affairs on 
March 22, 1349 Nehru said, “1 sometimes think that it would 
be a good thing for the world it all the foreign minlatera 
remained silent for some time”; he added that more trouble 
was “being caused in foreign affairs by the speeches that 
the foreign ministers or their representatives delivered".* 
Nehru was probably exaggerating the harm caused by public 
speeches by iureign ministers; certainly in a democracy there 
is some room lor such speeches. The important point that 
Nehru's suggestion throws up in the present context is, whether 
it is necessary that on every international issue our spokesman 
must say something on India's attitude. It is helpful if we 
sometimes remain silent. 

Lost Initiative 

11 is a fact that India no longer plays the same active 
role that she played in the 1950 b. The initiative which she 
took, lor instance, in Korea, Vietnam, the Suez crisis etc., 
in the 'fifties is conspicuous by its absence in the several pro¬ 
blems which have been facing Asia and the world in the 
’sixties such as the Vietnam war and the Arab-Israell tensions; 
on an issue like the invasion of Czechoslovakia by the Warsaw 
Pact countries, she appeared even afraid to speak out her mind. 

It will be correct to say that the politically conscious 
elite in India welcomes this change. For they think that 
the prestige which India did have earlier was not in fact 
equivalent to a substantive influence; her influence in world 
affairs was but marginal. What India needs Is to promote 
her own national interest, careful planning and administration 

* ‘Jawaharlal Nehru’s Speeches', Vol. 1, Pp. 261-52. 


at home so as to make the country united and economically 
strong. The retreat from a world focus is all to the good, 
for e sound domestic policy is the best foundation for sound 
foreign policy. 

The same pragmatism also demands, 1 suggest, that the 
content of non-alignment be examined thoroughly In the 
context of the loosening of the bounds among the mombers 
of the blocs themselves as may be witnessed from France's 
unwillingness to follow the leadership of the USA and the 
growing liberal trends in several of the Warsaw Pact countries. 
A pointer to a rethinking on the subject is contained in the 
Declaration of the Neutrality of Laos 1962, to which India 

is a party: "The Royal Government of Laos.declares 

that it will nut enter into any military alliance or into any 
agreement, whether military or otherwise, which is inconsistent 
with the neutrality of the Kingdom of Laos." The question 
to be examined is whether a military alliance per se is 
inconsistent with non-alignment, or only such alliances os 
commit the country to follow one bloc or the other. 

And one final point. The PiUai Committee on the Indian 
Foreign Service makes the sensible observation: ‘The strands 
of foreign relations are manifold and are fashioned by many 
hands, but it is for the Foreign Service to weave them into 
a coherent whole". If, however, the Foreign Office is to 
establish its leadership, and to earn the respect of other 
departments operating on the technical side in the same 
region, "it must develop sufficient competence to deal success¬ 
fully with the basic problems". I have no doubt that Mr 
Dinesh Singh, with his experience in the Ministry of Com- 
merec, will be able to develop that competence in tte Ministry 
of External Affairs without which, as the PlUai Committee 
thought, it cannot establish the necessary leadership in the 
field of foreign relations. 
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To dtvalop to hit foN itatui*. Earn a Hvaiihood. To auppoit Ma famMy and contribute to tha 
biciaaalng productivity of tha nation. 

UC halpa to piovidt and craate Joba by auppoiting induatry and agro*induatiy.Total invaatmonta 
loaa to Ra.1,207croraa by March 1868, nuking UC tha singla biggaat invastor in India. Of thia, 
Ra.203 croraa hava baan invaatad in a wide ranga of induatriaa in tha public and private acetof^ 
Every growing induatry naada othar industriaa to faad it. Thua an bitarmashad j<ri) atnictura 
ovolvaa and grown, creating rttora joba for paopla all over India. ■ 
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mUKING PUHS FOR A SMAII iNDUSTRYf 


If you have plana for 
putting up a small scale 
industry, modernising your 
existing plant or expanding 
your manufacturing capa¬ 
city. come to us for help. 

Provided your proposi¬ 
tion is sound, we will assist 
you with the cost of your 
development. Our assistance 
is flexible and can be tailored 
to suit your particular 
requirements. 

Come and discuss your 
business plans with us, when 
we will be happy to give you 
all the information you want 
about our financial assis¬ 
tance schemes. 



SaCA4-CS.t. 


A welcome awaits you at— 



THE 

CHARTERED 

BANK 


—where service is taken into account 
BRANCI lES AT: AMRITSAR. BOMBAY, 
CALCUTTA. CALICUT. COCHIN. DELHI*. KANPUR, 
MADRAS. NEW DELHI AND VASCO DA GAMA. 


and at our associate 

lEilt €ast<rn Sank. Ximitift. 


Bombay • Calcuna * Madras 
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Canalising Imports Through STC 


A Special Conwpeiidani 


EVER SINCE the lomier Commerce Minister. Mr Oinesh Sini^h. 
announced ut the meeting oX the Boiird ol Trade that the 
government was exploring the pnssibilit.v of the State Trading 
Corporation (STC) taking over the entire imports of raw 
materials, trade and industry associations have voiced much 
concern on the proposal. The announcement was soon followed 
by a statement by the Chairman of the Minerals and Metals 
Trading Corporation (MMTC) stressing the competence of 
that public sector corporation in handling the task in regard 
to import of non-ferrous metals, while the chairman of the 
National Mineral Development Corporation (NMDC) is reporit'd 
to have expressed the desirability of that corporation being 
given the sole responsibility from the stage of mining to 
marketing in respect of Iron ore. When the idea was first 
mooted by the former Commerce Minister at the meeting of 
the Board of Trade, he gave the impression that the obj«ctive 
was to secure a “consortium approach” to buying and selling 
in the world markets. On the other hand, the ^puty Prime 
Minlater stressed a different aim when he told the Hindustan 
Chamber of Commerce at Madras recently that the canalising 
of imports through the state agency might help in solving the 
problem of "under-invoicing" and "over-invoicing”. 


So far as "under-invoicing” and “over-iiivolcmg” arc 
concerned, the present foreign exchange and import-export 
regulations in India and other countries make this diflicult, 
and it is not that these evils are so rampant or that the 
government and the Ri serve Bank of India luck adequate 
means of dealing with them. Nor would it be justifiable to 
bring in state monopoly trading on this ground which would 
mean pinalising trade and Industry for the misdeeds of a 
few. Industry and trade know their own interests and would 
not object to the scheme il it was advantageous. 


Advantageous in Theory 

In theory liulk punhnses liy the STC or any other stale 
agency would appear advantageous. In this context the Chair¬ 
man of the MMl’C recently staled that the corporation was able 
to secure a reduction of $22 per tonne of drum sheets required 
by an oil company. A solitary instance such as this does not 
urove that bulk buying is always profitable. On the other 
hqnd it should not be forgotten that when a bulk buyer enters 
the market for purchase of a material, the sellers also arc 
able to get together and the bargaining position ot the buyer is 
counter-balanced. Canalisation may therefore push up prices 
in the country of origin. In actual practice trade and indiisliy 
have not found canalisation of imports of raw materials coii- 
venient or cconomicul. The objective of giving to the ST 
and the MMTC the monopoly of importing certain raw 
materials, viz., to ensure steady suptilles to indigenous industries 
at economic or reduced price has, in the view of the interest.^ 
concerned, not been achieved. On the other hand, s<v< r.i 
industries have experienced hardships in regard to securing 
thetr raw material supplies because of the Inability of th:.se 
state undertakings to arrange timely supply of raw mnlcria s 
of the right type, at the appropriate time and at rcastmnblo 
prices. For example, in respect of the import of i^k p «>S' 
phatc, sulphur, wool, non-Ierrous metals, copra, soyabean ou 
and some other commodities, industries have in the past made 
serious complaints of the inordinate delays in securing thcsi- 
materials through the CTC and the umc The su^^r,teal 
came in for severe criticism in Parliament. The C«mmittee 
on PubUc Undertakings (CPU) in its report criticised th.. 
for having entered into a contract with a foreign ® W 
•‘Without going Into the credentials of the fmn n°t 

scu,^ of the supply verified.” CfU f^tor 

pointed out that the firm had not been dealing 
It also became known later that the mines ^*'*’**’ 
suinhur was to have come had not worked from 1963 to 
In regard to rock phosphate the fertUUer industry was senou ly 


huiidic.ippi'd in 1965 on arcDimt of the bn-akdown 'ii the STC’s 
procurcmei't pi-ograinme. While th»' ai-tual rcinureitienl of 
roct phospliale was HTO.UIIU tonnes, supplii-s nniouiiltd to o- •• 
444,1111(1 tonnes. Industrial units wciv, therefore, given supii'' - 
mentary import liecnres for rock pho.sphati'. Arrangements 
were made by the STC late in 1065 for procurement ot riKk 
phosphate requirements for 1966 but no corresponding require¬ 
ments of sulphur could b<> imixirted us there was a world 
shortage of sulphur. The balance lielween tin se essential raw 
materials was upset, the nccumuliitej stocks of nick phosphate 
not being matelunt by sulphur in rr<iiiir<>d quiiiititics. Instead 
of .slowing down Import of rork phoi-phale. during Muy-.)ul,v 
1966 , the STC imported 40 pei cent of tiie ycar'.s requirements, 
thus causing a st'rious imbalance betwi'eii tlie supplies of rock 
pboapknte and sulphur. The industry hatl. ihcrefim*. to work 
at low capacity though it had large stocks of rock phosphate. 
Furtner, rock phosphate was imported during the rainy 
season, resulting in considerable increase in moisture content, 
adding to the shipping and handling charges. When the 
government was convineed of the ilifflciilty of fertiliser manii- 
ructurers, actual users and well established importers were 
givi'ii licences for sulphur imports. Also for the year 1967-6B, 
as against the total requirements of rock phosphate, there was 
a big s'.urtage on account of the inability of tbe STC to 
finalise iiriporls in time so as in keep Ihc fertiliser factories 
working to their full capneity. 


Serious Complaints 

Thcrc‘ have been serious eoraplaints In thi* past that the 
.STC made purchases at higher than international prices by 
not making purchases at the right time. This has happened, 
for example, in the case of imports of mercury. The year 
before last the BTC paid a high price for soyabeans bought 
in the USA. I'hp purchases were made ns late as the month 
of August when the priees wwe ut their peak. There have 
also liecn I’umplaints that the STC has, on occasions, Ijou^t 
the wrong typos of gowls e.g., wool from Australia. In the 
case of purchase of wool, special knowledge of its type, yield 
fare. etc., is required. The STC did not consult the industry 
while making purchases ot wool with (he result that it hud 
to hold stocks of wool which the manufacturing units did not 
miiiire. There were also complaints in respect of copra pur- 
chii.sed from Singapore which, iieing of poor iiiiality, the 
regular crushers did not buy from the STC. There have also 
been complaints in the past of the STC Iieing iinalile to secure 
iideijuale quantities at reasonable prices of dyes, intermediates 
and other canaUsed products, and similar complaints against 
the MMTC in regard to zinc and some other metals. Yet 
aiioiher effect of canalisation would be that it would lead to 
disrufition of existing producer-consumer relationships which 
liave Ih.’cu built up by various industries through long-standing 
coniiei'llom, and exiu'rience. If the industries concerned are 
Jillowod to import their n'quin'ments of industrial raw 
malerials direci, they would be better able to import a large 
pcrcenluge of Iheir reqiurements at producers' prices ih.in 
through (he monolithic state organisations. 

Tn rogurd to the non-ferrous mi'fals industry, it may be 
mctiiiuned that indigenous production of copper, zinc and 
Ictid has not beim apprcclalile and the country will have to 
depend on ,hclr imports for much of its requirement.^. 
Copper, zinc and lead are subject to wide price fluctuations 
in the international markets. The non-ferrous industry at 
presemt finds it difficult to operate on i, profitable basis in 
regard to the sales of its products. 'J'he raw material cost 
represents Hi) to 96 per cent of the cost of the r.-nd-pruduct. 
It is. therefore, essential that the iiiuuslry should be able 
to secure Its raw materials at economic prices. To achieve 
this the industry has to be vigilant about purchases on time 
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ami at rcasunablc pric<'S, as Ihesp purchases have to bo 
nuiti-herl with the sales, of the cnd-protlucts. This is difficult 
uiulei- Die canalisation system. Increases in the prices of 
eiid piodufts ufiect the cost structure of the consumer Indus, 
tries, it IS, therefore, necessary that the non-ferrous metal 
maiiufiiclurers should lie given freedom to make judicious 
inireh.-ises in ititenialional markets and spare their deliveries, 
Tluii would help in removing the uncertainty regarding the 
supplies and enable the units to plan their production in 
advance. At a meeting of the former development council 
for non-ferrous nictuis a resolution was passed recommending 
that “imports of virgin metals should bo allowed through 
ooi-Miai trade ehurmels and licences should be issued to impor¬ 
ters and actual users based upon their previous consumption.” 
The noti-ferrous metals industry feels that canalisation will not 
he of any assistance to the industry or the economy and that 
on tlie contrary decanalisation of Imports now required to be 
made through the MMTC lor the non-priority industries would 
lielp not only in increased utilisation of capacity but would 
also enable maintenance of the price level of its products as 
well as of the products of the consuming industries. A special 
feature of the industry is that supplies by the non-ferrous 
industries to the orders placed uiion them would depend not 
only on the availability of one metal but the matching metals 
as well. For example, zinc without copper would not do. Tf 
there is a regular supply of the matching metals, production 
planning could be properly achieved. There may be variations 
in rci|uirements deiiending on the flow of orders. A central 
slate purchasing agency, it has been found from experience, 
would not be able to make needed adjustments and the industry 


would have to build up high inventories, which would be 
uneconomical. 

Industry and trade are sceptical of the ability of the state 
trading organisations to deliver the goods. The scepticism 
and fears are based on past experience. Further, the task that 
the state agencies would be called upon to do would be huge. 
Imports of industrial raw materials come to about Ha .100 
crores per annum. An error of judgment in bulk purchases 
may cost the country dearly in foreign exchange. Further, 
the industrialists know what is good for them and would not 
oppose the scheme if it was really expected to benefit them. 
'But it is feared that the canalising arrangements would not 
either be economical or convenient to them. In this connection 
it may be pointed out that the MMTC charges 31 per vent 
service charge over the landed cost. Besides there are the 
sales tax at three per cent and handling charges. This has 
the effect of increasing the overall cost by as much as nine 
per cent. ITnder direct Imports the industry has not to bear 
this burden. It has also to be borne in mind that a state 
agency would not be able to do better than the importers 
in competitive buying as the latter can spread their purchases 
over a period according to their needs, which might differ 
from unit to unit, according to the end-uses to which the raw 
materials are fo be put, and the prices at which the raw 
materials arc available at particular times. 

It is hoped that the various considerations referred to in 
the foregoing paragraphs and the viewpoints of the interests 
eonccme<i would be carefully considered by the govern¬ 
ment before the scheme is rushed through. 


Finance for Small Industries 

RAM K. VEPA 


A RECENT survey conduoled by the Reserve Bank of India 
revi'iil(,<l that in l!l6C-67, the total credit made available to 
the small industry sector in the country was Rs 178.55 crores; 
allhoiigli this was almost twice as much as in the previous 
year (Rs !10.76 croivs). it still formed only 6.6 per cent of 
the total credit made available by alt the banks —which is 
indi'i-d mitrh less than the figure of 31 per cent which was 
agriwd to lie ulloUed lo this sector by the commercial banks from 
out 111 tlieir fresh deposits. 

I'lie reasons for this large gap between target and per¬ 
formance are many: the small industrialists argue that while 
there has tn'en some improvement, many banks are .still far 
too “svciirit.v'' ennsciniis and tend to regard the small industry 
siH'tor as poor risk. The banks, on the other hand, contend 
tliiit they uro ready and willing to extend assistance to all 
eredit-\vorlli> schemes and that, in actual practice^ there are 
not enough luiinlier of such schemes presented to them. The 
induslnalists say that screening procedures at the bunks are 
time-eonsuniing and costly due lo inadequate delegations to 
iiicai mritingei.s. the banks contend that many small industria- 
H.sts arc unabl- lo provide the necessary information about 

their enterprise'' to enable decisions to be taken speedily. 

and so the argiiniem goes on, with much that can lx* said 
on both sides 

Apparent Dichotomy 

II was to resolve this apparent dichotomy that a seminar 
was organised liy the Development Commissioner, Small Indus¬ 
tries, at New Delhi, recently (February 21-22) and was attended 
by a representative cross section of small industry, commee- 
einl banks, financial institutions and govemmrat departments. 
The fact tlwt it was inaugurated by Mr Morarji Oesai, the 
Deputy Vrime Minister. lent weight to the deliberations; his 
advice to the banks to provide more assistance to the small 
industry and to the latter to ‘‘earn it" was significant and 
timely: ns Mr Nunjappa, the Development Coiranlsrioner 


(SSI), remarked, it certainly enhanced the “ctedit-worthiness” 
of the small-scale industrialist. 

The importance of the small industry to the national 
economy was rccogniseil on all hands; as the Deputy Prime 
Minister said, neither sector of industry could live or prosper 
without the other. The small-scale sector contributed as much 
as 52 per cent of the total industrial output in the country 
(Rs 6(142 crores in 1965-66) and provided employment to nearly 
3.U million persons representing more than a third of the totd 
factory employment. There were as many as 140,000 tmits 
registered with the state Directors of Industries and, in addi¬ 
tion, an equal number of unregistered units dispersed all over 
the country but. of these, hardly 30,000 are within the fold 
of banking. 

In terms of financini credit, a wide variety of institutional 
arrangements have been made in the last IS years to provide 
assistance to this sector. The bulk of the credit is in the 
shape of working capital and term loans extended by the 
State Bank and the commercial banks. The National Small 
Industries Corporation provides hire-purchase facility for 
imparted machinery while the state financial corporations 
extend term loans to small and medium enterprises. In 
addition, help is provided under the state aid to industries acts 
operating in aU the states. It was estimated that the total 
assi.stunce rendered to the small industry since 1956 has been 
rougWy of the order of Rs 400 crores while in the fourth Plan 
alone, n sum of Rs .790 crores is said to be required, of which 
only Rs 120 crores can be met by existing institutional arrange¬ 
ment, leaving a large gap of Rs 270 crores. 

One solution suggested was increased ailocations to the 
financial institutions while another mentioned by the Minister 
of Industry was the establishment of a separate agency cm 
the lines of the Small Busihess Finance Corporation of Japan 
—operating either directly or through existing agencies. But 
it was recognised that the bulk of the additional credit liu 
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to come from tbe State Bmk and the commercial banks whose 
poUclca and procedures are theretore ol significance in ensur¬ 
ing a greater flow of credit. On poUcy, there was no difference 
of opinion: all were agreed that a much larger volume ol 
credit should flow into the small-scale sector and that the 
criteria should not be security alone, but other factors such 
as growth potential, profitability and management. As Mr 
Newalkar (Chairman of the Maharashtra Small-Scale Indus¬ 
trial Dcvelopmoit Corporation), reminded the bankers of the 
advice of a former Governor of the Reserve Bank of India 
banking In India should be "not merely sound but wise’’. 
In regard to procedures, however, the small industrialists fdt 
that the forms prescribed by tbe banks were often cumber¬ 
some, elaborate and overlapidng, contrasting unfavourably 
with , the traditional money-lender’s quick md timely (evm if 
expensive) assistance. It was therefore suggested that the 
Reserve Bank should be requested to take the lead in evolving 
a simide application form that could be adopted uniformly. 

There was also a suggestion that inadequate delegation 
to local bank managers made it difficult tor them to take 
quick decisions; further, bank officials operating in semUurban 
Joeations where many nnall industries are situated, are not 
always aware of the la.t<»t policies and are not able to help 
the applicant even to fill up tbe forms. It was therefore 
suggested that along with greater delegation, the bank staff 
woriclng in rural areas be reoriented so as to be of greater 
assistance to the small-scale industrialist Tbe bank must also 
perform post-credit follow-up services to help small Industry 
managers make a success of their enterprise. 

Hfldcrnisation of Equipment 

Some of the specific financial requirements of the small- 
scale industry were discussed and, in a sense, tbe most 
Important was modernisation ol equipment It was estimated 
that about Rs 4jS0 crores were required lor this purpose out 
of which the existing financial institutions such as the State 
Bank of India, the SSIDC, the SFC, and others can provide 
Rs 200 crores and the commercial banks another Rs 100 crores. 
There was therefore a gap of Rs ISO crores which has to 
be found by increased allocations to institutions. Moderni¬ 
sation, however, implies more than mere r^lacement of 
machinery; in fact to be effective, there should be a correspond¬ 
ing improvement both in technology and personnel. 

The scheme of the State Bank of India to provide full 
assistance to tbe technically-trained entrepreneurs is a pioneer¬ 
ing attempt to draw the right type of personnel to the small 
industry sector. It was felt however that the response to the 
scheme had not been as good as was expected, imrticularly 
in backward areas, and that greater effort was needed by 
the state Directors ol Industry and government agatcies to 
help qualified people take advantage of this scheme. There 
should also be a greater publicity for the scheme amongst 
engineering colleges and polytechnics so that students art' 
made aware of the assistance schemes open to them. 

Most of the existing institutional arrangements provide 
short-term and medium-term loans to small-scale industrialists. 
In respect of equity capital, there was a scheme of the 
Government of Orissa some years back but this has not proved 
to be successful. Some industrial development corporations 
have been undertaking joint ventures in which they provide 
50 per cent of the equity capital while the rest is providtd 
by the entrepreneur who is also made responsible for the 
day-to-day management of the enterprises. It would seem 
that greater attention must be paid for making availab'e 
«qulty capital to the small-scale industrialist on a liberal basis. 

The Credit Guarantee Scheme la operated by the Reserve 
Bwik of India by whteb advancM made to the small-scale 
Industry by designated agencies are automatically covered by 
tbe Reserve Bank. Thafe hM been a rapid rise both in the 
number of guarantees Issued and the amount covered by them; 


from 000 guarantees in 1060-41 representing Rs 2.81 crores. 
they have risen to 22,000 in 1967-60 amounting to Rs 160.77 
crores. So for only State Bank of India and its subsidtsriss 
have availed themselves of the guarantee sclieme but others 
are expected to do so increasingly in the future. The per- 
rentage u( defaults is between 0.2 and C.6 per cent 
involving about Rs bS lakhs and the net claims paid under 
the scheme since its inception up to the end of June 1066 
were about Rs 6.37 lakhs—0,02 per cent uf the amount 
guaranteed. This Is Indeed a creditable record Indicating that 
the smalt industry was a much better “credit ride’’ than was 
generally supposed: 

In fact, the problem of equitable coverage wlQtin Uw- 
small-scale sector itself was tou<!)ted upon at the seminar a 
number of times. Mr Venkataraman, Member, Planning Oens- 
mlaaiott, wanted that there diould be more data on the type 
of units assisted so far, since it was felt that those located 
in the metrop<^tan areas qbtainpd moat of it as against those 
in semi-urben end rural locations which, in fact, dsssrvsd 
more if the htl) heneflts ^ <|pcephraUiStii^ and dispersal were 
to be realised. Vot the same reason,' it was suggested Oat 
a distinction must be made between the small Industries using 
scarce raw materials in urban areas and those in rural areas 
utilising agricultural raw materials and which are generally 
the “smaller’’ ones in the smaU-scale jMctor. A ^otity list 
of (iO industries based on export possiblUty, employment 
generated, agricultural needs and availability of indigenous 
machinery was drawn bP and it woa suggested that fuQ assist- 
ance might be made available to them. 

Finally, witli the larger number of agencies Invohrod in 
extending credit, the^ is neeg te more af^cUve eo-ordinatloo 
at the national, stats and disti^levels so tbai pertodip reviews 
could lie made whether adequate assistance was being made 
available to the sector. The fipinmlttee at the national level 
should have the Governor, Rewrve Bank, as president while 
the Director of bidustries and Piatrict CoUeotor can i^oxm 
a similar role at state and district levels respectively. It is 
only by such co-ordinated effort on the part of all conewned 
that adequate credit can be made available to the 
sector to enable it to discharge its important role in the fourth 
Plan. 


KIRON 
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50 GLORIOUS YEARS OF 
MARITIME SERVICE1919-69 




IOI8-O.R.T.B,8a« 

planned progress 

THc Scindia Steam Naviiation Company 
Limited was ushered into existence On 
the crest of national economic wave 
on March 27,1B1B with 
the blessings of Mahatma Qandhi. 
For SO years Scindia with its 
fast, modem fleet has stood for 
maritime service, efficiency and 
experience. 
Scindia looks back on its 
50 years of history with pride 
and satisfaction and looks 
forward to the future with hope 
and confidence. 
On this occasion, we salute 
all those who, on the shore and on 
the seas, havo kept our flag flying high 
with laith and courage. 



AK.T. 3,TT,laO 
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performance has put scindia on the maritime map of the wodd 


THE SCINDIA STEAM NAVIGATION CO., LIMITED 

'Scindia ttouse', Ballsid Estate, Bon,bay>t 
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The Battle for Funds 

Our Parliamentary Correspondent 


NEW DEUU, Tuesdo}'. 

BOTH THE Houses ol Parliament completed this week their 
deliberations on the Railway budget. The Rajya Sabhe also 
completed its discussion on the central budget. A good deal 
of legislative business was transacted by the Lck Sabha. 

It was indeed a Morarji Oesai in bis element who replktl 
to the Rajya Sabha debate on the central budget. The Deputy 
Prime Minister and Minister for Finance flatly rejected the 
demand of the opposition that the centre i^uld transfer more 
resources to states in the interest of the development of the 
latter. 'T do not have more funds with me to share; 1 cannot 
satisfy everybody”, he declared. In defence of this stand, Mr 
Desai put forth quite sound arguments. The centre, he pointed 
out, had to discharge the responslbiity of defending the coun¬ 
try. If the Constitution was amended to change tlw very basis 
of allocation ot resources between the centre and the states, it 
would weaken the centre and endanger the country's security. 
He further asserted that if the states’ sphere of taxation was 
widened at the cost of the centre, regional Imbalances would 
crop up. The centre needed funds for correcting regional im¬ 
balances. 

The Deputy Prime Minister stoutly refuted the charges 
that the centre’s method of distribution of funds to states was 
arbitrary and that the non-Congress governments were not 
being given a fair deal. He reminded the critics that the 
criteria for the distribution of central grants to states bad been 
laid down by the chief ministers themselves. The Planning 
Commission was strictly adhering to these criteria. Moreover, 
there was the Finance Commission which met every Hve years 
to help in the matter. 

Finance Minister’s Defence 

Most of what else Mr Desai said while winding up the 
Rajya Sabha debate on the central budget, however, was a 
repeUtion of what he had already stated in the Lower House. 
Defending the proposed levies on agricultural wealth and ferti¬ 
lizers, he emphasised that the primary objective of these taxes 
was that those people who had specially benefited from the 
government policy and who were now earning sizable profits 
should contribute a part of their increased Ihcomes to the gov¬ 
ernment revenues. If the union cabinet, therefore, was to 
review these levies, it was only in deference to the critics. 
Otherwise there was enough justification for the two proposals. 
Mr Desai, however, rejected the contention that by taxing agri¬ 
cultural wealth he was encroaching upon the states’ sphere. 

The Deputy Prime Minister was particularly harsh on those 
who had demanded a cut in defence expenditure. He asserted 
that the government could not Udee any risk with the nation’-s 
security; the country was in no less danger today than 
It was in 1962 and 1965. Whatever the compulsion, the defence 
expenditure, Mr Desai asserted, would have to be maintained. 
To those who had pleaded lor drastic cuts in non-developmental 
expenses, the Deputy Prhoe Minister's answer was that there 
was very limited scope for this. Some part of the non-devc- 
lopmental expenditure, he clarified, was on account of de-'ot 
servlciiig. This obviously could not be reduced. Talking of 
administrative expenditure, Mr Desai pointed out that the 
scope for curtailing It alao was limited. Any large-scale cut 
In this expenditure would throw people out of jobs. He, of 
course, assured the House that all efforts at economy In ad- 
rntnlstrative expenditure were being made to the extent possi¬ 


ble. Replying to the critics who bad reminded him of his 
promises of not resorting to deficit financing, Mr Desai obaerv- 
ed that the proposed deficit financing of Hs 250 crores next 
year was justified under the present-day circumstances. He 
would like to end deficit financing whenever it was possible 
consistent with the need Of our developing economy. 

Durmg the debate in the Rajya Sabha on the Appropriation 
Bill, which sought to authorise the government to draw upon 
the Consolidated Fund tor mealing tbe ex^nditure till the 
budget was finally passed by I^tthmenCthe'Jana Sangb group 
pleaded that our country should go in for atomic weapons in. 
the interest ot safeguarding our independence. The CPI 
spokesman, Mr Bbupeah Gupta, expressed concern over the 
use of PL 480 fimds which were in the hands of the United 
States embassy. Rejecting the demand for'the manufacture 
of nuclear weapons, the Minister of State for Finance, Mr P. C. 
Sethi, asserted tiiat the government wps not neglecting the 
country’s defences. In regard to PL 480 funds, he pointed^out 
that most of these accumulatioiM were routed through the’Re¬ 
serve Bank of India. The US embassy had very small amounts 
at Us disposal lor meeting Ita expenses. There was, therefore, 
no misuse of these funds. 

Noteworthy Suggestion 

The debates in the two Houses on the RaUway Appropria¬ 
tion Bill did not contain much new inlormetion. The need for 
strengthening the railway finances tbrougli effecting econo¬ 
mies, checking of tickettess travel and pilferage ot railway 
property was stressed by many members. A noteworthy sug¬ 
gestion made in this levud was that a high-powered commis¬ 
sion should be anxiinted to go into the affairs of the Railways. 
One member questioned tha odvisablUty of having a separate 
railway budget whan the Railways were no longer nm on a 
commercial basis as was the case during the British days. The 
demand for the scrapping of the Railway Board was again 
made. The need for extension of the railway network in the 
strategic and economically backward areas was also stressed. 
The proposal to scrap some of the uneconomic railway linos was 
opposed by some members. The raUway employees found many 
members championing their cause. 

Replying to the debate in the Imk Sabha, the Railway 
Minister, Dr Ram Subbag Singh, accepted the suggestion for 
the setting up of a committee to find out ways and means of 
improving the income and traffic of Railways. The committee, 
he added, would be headed by Mr R. L. Cbaturvedl, Deputy 
Minister for Railways, and would Include some members of 
Parliament in addition to railway experts. Dr Singh also 
announced that in deference to the wishes expressed by mem¬ 
bers, it had been, decided that no uneconomic railway Una 
should be dismantled. On the other hand, every effort would 
be made to strengthen these sections by- converting them into 
either metre or broad gauge. Dr Singh again rejected the 
demand for the scrapping of the RaUway Board. Referring to 
the over-staffing of the RaUways, Dr Singh reiterated that no 
retrenchment was to be done and any modem device which 
might be Inlrruluced would not result in any retrenchment of 
employees. On the need for setting up a tribunal to detemine 
the need-based minimum wage for raUway workers, stressed 
by some members, the RaUway Minister observed that the raU¬ 
way workers could not be isolated from other central govern¬ 
ment employees in this matter. The setting up of a separate 
tribunal lor them only, therefore, was not proper. The National 
Commission on Labour, be added, was alrea^ examining the 
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Yet another scheme of Export Finance! 






Exporters 
entitled to 
incentives under 
the Export Promotion Scheme, 
need no longer 
lock up their funds until 
their claims for cash 
assistance and duty 
dravs/backs are settleil. 
They can look to us for 
finance against these 
receivables 
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export finance at ail stages at 6% p a. 
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question of evolving minimum wages, induding the national 
minimum wage. Its report must be awaited before any defi¬ 
nite norm about need-based minimum wage could be evolved. 
The question of grant of relief to the non-gazetted staff who 
had already reached the maximum in their scale, Or Singh, 
said, was under consideration. To enable farraerii to visit 
central agricultural research institutes in various parts of the 
country, the minister announced, the Railways would offer 
go per cent concession on fares. No significant new point was 
mate by the minister in reply to the debate in the Upper 
House. 

Two important economic bills were adopted by the Lok 
Sabha this week. Ihese were: (1) the Paymoit of Bonus 
(Amendment) BUI which sought to make tlw employees bene¬ 
ficiaries of the income-tax rebate accruing to companies; and 
(il) the Customs (Amendment) BiU which aimed at preven¬ 
tion of illegal export of silver and raising of the limit from .’ii) 
to 100 kilometres of “specified areas*' on the westeni and 
TamU Nadu coasts for the purposes of checking smuggling. 

In an acrimonious debate, further modifications of the 
statutory scheme for the payment of bonus to workers was 
demanded by the spokesmen of both the employers and the 
employees, each side asking for modification in its own favour. 
Mr S. C. Goel (JS) wanted a comprehensive bill to be brought 
forward to remove several lacunae in the Payment of Bonu.'- 
Act The ceUing on bonus, he said, should be removed and 
workers should be enabled to challenge balance-sheets and to 
examine account books of companies. Mr V. C. Mahajan 
(Cong.) also expressed himself in favour of the removal ui the 
celling on bonus. CeUing on bonus, he pointed out, was not 
justified when there was no ceUing on profits a company could 
make. Mr S. M. Banerjee (Ind.) stressed that the government 
should have included in the bill a provision that would guaran¬ 
tee higher bonus to workers under the present bonus agree¬ 
ments. Mr George Fernandez (SSP) wanted a study to be 
made of how the Payment of Bonus Act had worked. Some 
members wanted this act to be made applicable to public sec¬ 
tor undertakings also. Mr D. N. Patodia (Swt.) argued that 
the bonus formula .should be amended so that higher amounts 
were retained by companies as depreciation for modernising 
plants. 

Hinister's Reply 

Replying to the debate, the Minister for Labour, Mr Jai- 
sukh Lai Hathi, agreed with the suggestion of Mr Fernandez, but 
pointed out that the proposed study could not be entrusted to 
a special commission as the National Commission on latbour 
was considering the Issue. Explaining the reason for bringing 
the amending bill before the House, Mr Hathi observed that 
frmn the proceedings of the House when the parent act was 
legislated upon It was quite clear that the actual income-tax 
paid and not the tax notlonaUy payable was the amount that 
was to be deducted from gross profits of a company to deter¬ 
mine the surplus available for paying bonus. The Supreme 
Court had held that the act as worded would make employers 
the beneficiaries of any income-tax rebate they secure. Tbe 
. amendment of the act, therefore, had become necessary to 
carry out the original intention. 

During the debate on Customs (Amendment) Bill, the 
Minister of State for Finance, Mr P. C. Sethi, pointed out that 
at present smuggling of silver was carried on from the western 
and the Tamil Nadu coasts, but if the government thought it 
necessary areas on the other borders could be declared “sped- 
fled areas" in order to check smuggling of all types of goods. 

In Its 84th report presented the Lok Sabha this week, 
the Public Accounts Cooimittee (PAC) has felt that to embark 
on a new zinc smriter at Vlsakhapatnaro before carefully a^ 
sing' the country’s ore potential and considering the possibility 
of expanding the two existing smelUrs at Zawar (Rajasthan' 
and Alwaye (Kerala) was premature. The whole scheme, the 
PAC opinee, was j^anned in a haphazard manner. In Its report 


nn Hindustan Cables, the Committee on Public Undertakinge 
(CPU) has noted with concern that a wide difference between 
the original and reviseil estimates of public enterprises had 
become a common occurrence. This, the CPU feels, was found 
to create the imprrasion that tbe original estimates were kept 
deliberately low so as to obtain the approval of the govern¬ 
ment for a particular scheme in the hope tluit once the appro¬ 
val was received, the government would have no nlternu.ive 
but to increase the co.st. 

Question Hour 

Credit for Farmers; The Minister lor Food and Agriculture,. 
Mr Jagjivan Ram, told the Lok Sabha on March 20 that tbe 
government and the Planning Commission were considering a 
scheme for inclusion in the fourth Plan to enlarge credit faci¬ 
lities fur small ^rmers. Special arrangements would be made 
for providing credit and lertiUzecs to small farmers through 
co-operative societies. The Minister of Stale for Co-operation 
and Community Development, Mr M. S. Gurupadaswamy, told 
the House that the guveniment’s effort was to have co-op«rattve 
societies in every village. The Minister (rf State for Food, Mr 
A. P. Shinde, told the House that the shnrt-term credit re¬ 
quirements lor agricultural purposes in 1073-74 were estimated 
around Rs 1480 crores. The long-tenn and medium credit 
requirements for the five years to 1973-74 were estimated at 
Rs 1,630 crores. 

Food Imports: Mr Jagjivan Ram revealed in the Lok Sabha 
on March 20 that the requirements of Imported foodgraine 
during 1.460-70 were estimated at about 6.2 million tonnes. 

Jute Exports: The Minister for Foreign Trade and Supply, 
Mr B. R. Bhagat, rejected in the Rajya Sabha on March 20 the 
demand for a 30 per cent bonus voucher benefit to Indian 
jute exporters as was given in Pakistan. The minister admit¬ 
ted that competition from Pakistan in the export of jute goods 
was becoming sttffer. “We are trying to overcome it by new 
production techniques and also by giving some relief to ex¬ 
porters", Mr Bhagat added. 

Loss to Tourlam: The Minister for Tourism and CMl Avia¬ 
tion. Dr Karan Singh, told the Rajya Sabha on March 18 that 
the tendency among foreign tourists to visit Calcutta less now 
than they did before was disturbing the government a good 
deal. One of the reasons for this was that with new hotels 
coming up at Kathmandu and DatTa, tourists came straight to 
Delhi after visiting these places. 
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The development of communications, and in particular 
of road transport, will, it Is obvious, receive a high degree 
of priority in any scheme of post-war reconstruction. 
Whether the target is a total of 400,(MO miles as under the 
government plan or 600,000 miles as under the Bombay 
Plan, a wide extension of roads te inevitable. On the road 
the motor vehicle will be undoubtedly the most predomi¬ 
nant agency of transport. The bullock-cart in the rural 
areas may not, however, be easily displaced. So long as 
a^culture remains fragmented, mechanical tillage and 
harvesting will make only stow headway; and so long as 
the prime mover of agriculture is the bullock, its use In the 
off-season for the marketing of the main staples is desir¬ 
able, as it will give the agriculturist an additional income. 
But with the growing importance of special crops, of market 
gardening, fruit growing, etc., the scope for the use of 
motor transport will be ever widening. In other ways too. 
motor transport Is bound to relegate to a continuously 
declining place the bullock-cart. 
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WINDOW ON THE WORLD 

Towards the “Post*lndustriai” Society 

JOSSLEYN HENNESSY 


I 

THE WORLD STUDENT REVOLT 

LONDON: 

“WE LIVE in an age at transition*' is the aroan that resounds 
down the centuries from the older to the younaer ameration, 
because the older you arc the more difficult it is to adjust 
to change and the less you feel you can do about it, except 
to i.eave n baffled sigh. I can imagine the elderly Ruiram 
Khan muttering about "this age of transition” when the young 
Akbar sacked him in 1560; and the veteran Moderates Tcj 
Bahadur Sapru and C. Y. Chintamini deploring it when the 
young Jawaharlal Nehru and others displaced them from 
control at the Congress party in 1920; and the aging Jawaharlal 
sighing about it to Indira, when years later China by invading 
India put his non-alignment policy on the shelf. 

Every passing decade is an age of transition -ns new 
inventions and methods first modify, and then overturn, the 
ideas and customs with which we were indoctrinated at school 
and college. He who does not want to get left behind must 
have the intellectual humility to realise that he can never 
know all the answers, but must ever be ready and anxious 
to acquire new knowledge and digest new experience. 

1 am moved to these platitudes by the bewilderment of 
so many of those in authority laced with the student revolt 
that Is sweeping Europe and North America. From universities 
everywhere rome reports of “8it-in.s." and defiance, often 
violent, of authority. That President dc Gaulle no longer 
bestrides Europe like an omniscient colossus is basically duo 
to the students of France who showed that, in the ultimate 
aiialysis, not even mussed police, armed with tear gas, riot 
shields, and batons, could hold them down. The workers of 
France followed suit.and occupied their factories, to the vocal 
annoyance of their own middle aged leaders (Including the 
communists;, who saw their authority being undermined in 
this “age of transition.” 

That President Johnson decided that it was useless to 
attempt to stand for a second term of office was also baslca1l>’ 
due to the revolt of American students against the war in 
Vietnam, which spread from the campuses in tumultuous, ever 
widening, waves. 

As long as the national leaders in ail countries think 
merely in terms of repression, the movement of revolt and 
alienation from the established order will gather force. The 
question is: What has come over the young? Against whai 

are they protesting? 

The answer differs from country fo country, but one clue 
seems to be that alienation flourishes more particularly In 
^ more advanced industrialised democracies and seems Ics-s 
evident in the developing countries. What have the industria¬ 
lised countries in common? Steadily rising mass affluence and 
intensifying pace of technological change. 

The industrialised west is fast advancing towards a "post 
industrial society”. The concept of such u society was first 
published In 1962 by an American, Daniel BcU, who, although 
now Professor of Sociology at Columbia University, New York, 
was significantly enough, once a staff writer on 'Fortune', 
the USA’s leading magaxine of business and industry. 

Boll believes that the poat-industrial society will resemble 
the present in continuing to be politically democratic and in 
having a mixed economy, but that services will replace industry 
as Uie mainstay of the economy and the major source of 
employmont, just as industry replaced agriculture in the west 
in the course of the 19th century. Professional and technical 


work will predominate, says Boll, and social status will depend 
mainly on intellectual achievement Innovation, gathering pace, 
will increasingly depend on the ability of men (and women) 
to understand scientific tiictiry and co<iification by meona 
of computers (and doubtless other instruments as yet unin- 
vented) of an endlessly evolving body of theoretical knowledge. 

This idea is perhaps the more easily grasped if we look 
back. The body of knowledge in the time of the Greek 
philosopher Ari.stotle (:i64-:i22 B.C. * wa.s such that (a) he could 
master ail branches of it himself, ranging all the; way from 
philosophy to psychology, biology, logic, iioiitics. medicine, 
astronomy, poetry, literary criticism etc., and (b) he could 
communicate the whole of it to any reasonably Intdligent group 
of pupils. Broadly speaking, this remained true until the end 
of the 18th century. Most people today regard Adam Smith 
(1723-1790) as an economist, but it was as a philosopher that 
he look all his data from nil brunehes of then existing 
knowledge. 

But every succeeding .yenr of the industrial revolution 
widened Ihc frontiers of knowledge In ail directions, until 
today the universal philosopher is often dismissed as a man 
who knows more and more about less and lees. 

The contemiiorary mill-race of Innovation means, in Daniel 
Bell's view, that the universities, as the main repositories of 
computerised, codified knowledge, will gradually displace indus¬ 
trial enterprlsiw us the main source of innovation. Decision¬ 
making in large organisations, including the universities, will 
become more formalised. The “sysiem” method of feeding all 
the data from different disciplines and skills into computers 
to obtain integrated decisions affecting all aspects of a project 
—whether manufacturing and selling motor evs, or fighting 
a war--hitherto carried out by committees of specialists, often 
jealous of each other and engaged in rival empire-building, 
will liecome universal, and will require that educated people 
(even those in the Arts and Humanities) will have to be 
capable of dealing with quunlitulive methods. 

II 

THE AGE OF THE ••MERITOCRATS’* 

These prospects may exhilarate those with high intelligence 
quotas, but they alarm average men of the younger generation 
who see their fields of activity contracting. Most average 
men have status of one sort or another today, but what will 
happen to them in a new society in which status and power 
will derive from iniellectuol attainmtmt depending on the 
comprehension of a theory that is always in flux? 

Already even with automation still in its earliest stages, 
innumerable craftsmen and specialists see their skills rendered 
obsolete. To take one example: primers and compositors are 
among the most highly paid craftsmen in the west, but they 
are fighting a losing rearguard action against automated 
comixistng, printing, folding, packing, and despatching of news¬ 
papers. in one integrated flow system, from the receipt of 
"copy" to the breakfast table. 

This does not moan that the total of jobs will be less 
but (hat the composition of employment, and the skills required, 
are changing. While the need lor blue collar, f.-iclory-flofir 
craftsmen is falling, the demand for blue collar workers ffir 
maintenance and for white collar workers for monitoring and 
for administrative services is multiplying, but (he skills required 
are different and usually more demanding than those disploced. 

Hitherto, workers in the west have learned specialist 
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Ira'IfS, such as thosi* of olectricinns. plumbers, carpenters, and 
have fxptvled to rontinua in these trades all their working 
livi“., Twlay. however, one of the most daunting experiences 
for the contemporary worker, proud of his skill, is to find 
it no tomjcr wanted, lie is su.spicious of rwlundaney retrain¬ 
ing schemes, because they are a blow to his pride and, not 
least. Ixiaiise he fears that, at his age. ho may no longer be 
capable ot ieaniing new skills. But eiiucutiona] authorities 
in all Western countries now agree, and are planning accord¬ 
ingly, that workers must henceforth be taught certain basic 
mtvhunical .skills applicable to most technologies, and that they 
must from the beginning of their apprenticeship be accustomed 
to the Idea that they will be returning to technical school, 
w'lf out loss of status, at intervals of, say. five years throughout 
ilicir lives, to acquire the latest modifications and innovations. 

At all levels of work -from shop floor to senior executive 
the very idea of a single career, of a one-track occupation 
into which cme settles down {wnnanently at some point before 
o:ic is thirty, may come to seem unrealistic. The present 
famllirir presumption ot steady advancement up the same ladder 
as one gains more expt'rience may look archaic in a world 
in whieh the grounds of science continue to shake under one's 
feet. 

Hero is a further clue to student unrest. The faint hearted 
and those of uveruge I.Q., and indeed many with high poten¬ 
tialities, assume that the post-industrial society will be bound¬ 
lessly affluent and that anyone who wants to contract out 
of the "rut race" will l>e able lo relax and U> enjoy life. 

The first catch in this is that the overwhelming majority 
of students in alt western rountries today are being educated 
free, and on leaving the university most can enjoy unemploy¬ 
ment pay, national health, an<l other social services—giving 
them enough to get by at the modest level, with which they 
(at present) profess to be satisfied, right up to the age of 
ii!d-:ige pension. What they overlook is that all this is at 
the expense of th«' taxpayers, and that the only way in which 
the taxpayer can earn enough to pay ilicSe taxes is by sticking 
to the “rat race" and observing the traditional values of hard 
work an<l slowly rising ifwards. 

Inadequate Benefits 

Meanwhile the studeiils ccmplain that their stipends, their 
class riHims, eiiuipment. their hospitals, medical attention, and 
social .security b(>neflts are inadequate. All western coimtries 
are itii'reusing their intake of students, and it thus, year by 
year, a greater propurtioo of the potential labour force gives 
up the "rat race", one can ciivisage u fairly near future 
m which .1 diminishing percentage of traditionally minded 
on-lhe-job workers will be supporting un Increasing iwrcentage 
of happy-go-lucky ilroncs living off the welfare state. The 
life-long students could then be hoist with their own petard 
and foul theni.selves up against a revolt of the taxpaying 
workers! 

A funhrT illustration of this point is that whereas a 
middle iiKcd Anieriean liberal is proud of the appreciable 
reduction m T.S |s<vert> in the past decade, his son Is not 
impix-ssed becaii.'ie. having livcxl all his life hearing about one 
fantastic achievement aflcr anottwr, he assumes that the pro- 
litcins of poverty ought lo he more rapidly solvable if those 
in authority really want to solve them. True, but this, again, 
overlooks that even if the solutions are slow, progress is being 
made - and the weallli nix-dtxl to support it is being created 
b.v those still in the "rat riifc". not hv the protesting minority 
smoking cunnuhis on the side-lines. 

The outstanding problem facing the quitters is that the 
muss of the workers on the factory floors and elsewhere haw 
the vole, and they use it lo enfonv annual across-the-board 
pay rises, hut unless productivity is multiplying the national 
income, these pay rises are inflationary and illusorv 

Kinall.v. the concept of poverty is relative to each society 
and changes over the .vears in each society. For example, in 


IDS?. 3.5!1!) million families, or eight per cent ot the total. In 
the USA had incomes under $2,0iMi a year, while another 
3.28U million or seven per cent had Incomes between $2,00(1 
to $2,998. Any income of less than $2,999 was in 1957 regarded 
as below the poverty line, as defined by the US Social Security 
Administration. Yet all these “poor” would hove had a radio, 
and the majority a TV set, gas cooker, electric washing 
machine, second-hand car. and their income was close to, 
or above, the national income per head of $2,124, compared 
with only $958 in the UK, $742 In Wert Germany, and $62 in 
India. An Indian earning $2,999 in 1957 (Rs 14,400 at the 
then exchange rate) would have regarded himself as far above 
the poverty line. By 1066 US per capita income had risen 
to $8,1.44, and the numbers of those below $2,999 had been 
halvtd, while in India it had risen only to $80 per head. 
What seems poverty to an American student seems untold 
wealth to an Indian, and solid comfort to many a European. 

Ill 

1HE SOLUTION 

Alt this ditt'b nut mean that the students have no cause 
for complaint. History again provides an analogy. In the 
UK today, Latin is widely regarded as an anachronistic and 
useless cultural "study”, but the Grammer schools whieh began 
to multiply to teach Latin in the 14th and 15th centuries were 
not “cultural” whonis for the sons of the rirh but vocational 
training centres for those who wanted to become clerks, civil 
servants, lawyers, physicians, or diplomats. The new Latin 
curriculum was the gateway to all professions, because Latin 
was the language of business throughout Europe. With the 
widening of learning that followed the Renaissance, and later 
the rise of nationalism, Latin, ns such, lost its vocational utility 
and became more and more a "cultural” study. This evoked 
new typ(‘s of schools and new curricula. 

Today technological advance is modifying the vocational 
utility of subjects like histor.v. political science, and even 
<>conomics. They will nut cease to be taught but, as I said 
above, they need to be rendered more interdisciplinary and, 
above all. to the quantified. The older generation of university 
authorities, pnxiecupled with the (admitted) intellectual anf 
character-building qualities of the existing curricula, have not 
yet realised that the vocational element needs lo be brou^t 
up-to-date and orientated to the new technologies. Nor does 
this mean that the intellectiial discipline and character-building 
quiilities need be lost. What needs mixllfying is partly the 
content and partl.v the techniques of teaching. But, like the 
tniddle-ugcd printer's compositor, the inUldle-agecl professar is 
daunted and frightened by w'hai seems to him the loss of all 
that he has painfully built up over the years. 

I conclude that we need far greater understanding of 
8(H-ial and behavioural processes. This will not come from 
the natural scientists and the engineers for whom modem 
indiislrial society has, at the moment, an apparently inexhausti¬ 
ble demand, but from the social and behaviour scientists, who 
have not, as yet, had the resean'h support that they need, so 
that they have been forced to concentrate on secondary 
problems instead of the large-scale enquiries essential to 
revolutionise our understanding of social problems. The basic 
problem of tlu> universities of the west is not primarily one 
of eilucutiuii in science and engineering (which need rtrong 
injfxiliiins from the Humanities, in which MIT of Boston is a 
pioneer) but how to transform the frustrated tnteQectual and 
professional potentialities of the Social Sciences and the 
Humanities into a force of equal weight to that of Science 
and Engineering. 

Fortunately the tiuik is being tackled within the OECD by 
the Committee for Scientific and Technological Personnel, and 
by its Centre for Educational Reaearch and Innovation. In 
the UK, the Schools Council (100 Great Portland Street, 
loindon. W.I.), recruited from men and women ot the younger 
generations, nominated by the Ministry of Education, the local 
education authorities, universities, colleges of education, 
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technical achools, etc., is working to levolutlonJse school 
curricula to reconcile the Humuiitles with the Technological 
explosion. 

1 sympathise with the young who claim to preier the quite 
and leisurely lite that the successful free enterprise system 
of the west has (at any rate in the years of their youth) 
brought them. Their attitude recalls that of the new middle 
classes in the UK in the 19th century who, when they had 
buflt up a successful family business to a point which enabled 
them to look in on the office once or twice a week to supervise 
the executives to whom they had delegated wide powers, felt 
no urge to extend their enterprises further, to chase after new 
markets. Above money, they prised leisure in fine country 
houses, hunting, shooting, or fishing, and going into public life, 
like the Peels, the Baldwins, the Gladstones, and so many 
other men of wealth who, without pay, undertook great respon. 
sibilities out of “noblesse oblige” to the community. With 
their wealth, their sons inherited their father's somewhat 
contemptuous attitude towards money-making for its own sake, 


and they continued the admirable tradiUons of combining the 
life of country gentleman with that of public service, the 
running of the free hospitals, the management of charitable 
trusts, and so oa. 

What eroded this agreeable era of cultured leisure was 
technological change. The textile, coal-mining, steel, railway, 
and other traditional industries were increasingly displaced or 
modernised by thrusting Americans, Germans, and others. The 
UK fell behind in growth industries. The wealth of the USA, 
West Germany, Japan, and other ''materially minded" countries, 
which stuck to the “rat race”, soared while the UK lagged. 

Many Americans and other foreign observers sympathised, 
If, tiiey said, the Uriush are content with the degree of affluence 
attained, why shouldn't they enjoy leisure? 

Whatever the outcome of the cimtemporary student’s 
revolt, sooner or later he will, like today’s English gentleman, 
have to rc-apply his nose to the grindstone or else revert to 
mud huts, hunting and fishing, not for fun, but lor a livelihood. 


Britain Stiii Knocking at Common Market’s Door 


E. B. BROOK 


VIENNA: 

SPRING IS upon us in Europe with a rush and the long season 
full of committees and conferences is beginning and will last 
till early autumn brings the holiday season. 

It is a suitable time, on the verge of investigations, 
negotiations and a growing rash of trade fairs to pause to 
see exactly where we are in Europe—for Europe, despite its 
divisions, disputes and stagnations, its partial dependence on 
the USA for defence and money, is stUl one of the world’s 
most vital areas, rich, enterprising and largely selfish. 

No one can see the miles (or kilometres) of queued com¬ 
mercial lorries and containers awaiting customs inspection at 
almost all west Eurone’s frontiers without being impressed at 
the immense amount of trading that is going on. Trade between 
the six countries constituting the Common Market grew again 
last year—providing a wider choice lor customers, more stable 
prices and a steady incentive to investment. 

The Market is the world's biggest importer: the great 
number of American firms and banks over here vigorously 
doing business is the surest indicatiem that the world’s lorcmust 
trading nation is increasingly Impressed by the Market's 
potentialities and that the US Department of Commerce really 
takes note of what Brussels decides about steel exports and 
the impart of American grains and textiles. 

The six coimtries of the Common Market, by working 
together for a decade at every level and in every sector, arc 
inevitably growing closer together and developing that type of 
corporate consciousness and awareness that makes it possible 
to solve really big problems. If Britain ever manages to join 
the Market it will need years to catch up with this corporate 
expertise. 

And yet the absence of Britain, increasingly vigorous on 
the continent as a seller, forms an obstruction to progress 
as It might be at its maximum. The Market is like a car that 
runs very well but which would run better if it had an overdrive. 

The Market car, to continue the simUe, also needs an 
overliaul. The Treaty of Rome, its foundation document, is 
now 12 years old and no Imiger gives much guidance for the 
future. The Market headquarters in Brussels today is not 
what it was in Halistaln’s day—it ho longer represents the 
vi8i«m of a federal Europe. The present administration of the 
Market is too conciliatory to national governments and Insuffl- 
elentijr challenging in vision and ideals. Nothing has been 
laid down for a common monetary, energy or industrial policy 


and there is no overall view of community needs in technology 
and research. 

There is, indeed, progress in the form of the ManshoU 
plan, for agriculture—for a 10-year Market commitment to 
convert its farming Into an cftlcient part of the economy ond 
to end the ever-spiralling bill for subsidies. But for a plan 
so long-visioned a treaty is necessary and no government ts 
going to sacrlfii.c the support of its agricultural vote by agreeing 
to a sweeping long-term change. 

There is not only a lack of poUticol courage in toclding 
tlie agricultural problem, there is a threatening revival of 
old nationalist reflexes, brought out very nastily by last 
November’s financial crisis. Even the Market Commission’s 
modest scheme for automatic short-term support for one another 
in financial difficulties is unlikely to go through without inhibit¬ 
ing changes. 

The basic cause of the Market’s hesitations and unwilling¬ 
ness, its present condition of near-permanent crisis and 
stagnation is a lack of political agreement, from which 
harmonized taxation and thorough economic union could spring. 

Of Gaulle has ^own that he cares only for France and 
that he is willing to sacriticc the Market if it gete in his 
way. The Germans are unwilling to upset de Gaulle because 
he has privately let them know that, if they cross him, he 
wUl come to an understanding with the Soviet Union and 
recognize East Germany as a sovereign stale. Italy Is racked 
with social troubles which threaten the health of its flourishing 
economy. The three small but thriving Benelux countries— 
Belgium, the Netherlands, and, Luxemburg—are frustrated and 
wondering what can be done next. Like Italy, Belgium has some 
serious social troubles of an even more sinister type not 
unknown in India—linguistic animosities. 

The prospects of these conditions changing are, at present, 
slight. They appear permanent as long as de Gaulle lasU 
and, saving the fact that he Is mortal, he is set to continue 
for at least another three years. It is an Ironic comment on 
dynamic Europe to think that it is walUng for a man in his 
late seventies cither to die or retire before it Ukes some 
obvious strides forward. It is more Ironic when one t^nects 
that the Market, while it waits, is being steadily strangled by 
its own milk, butter and sugar surpluses and by its food 
policies, and that the man on whom it waits Is leading a 
nation that is driving itself fast to a new devaluation. While 
Britain rather pathetically waits to get into the Market the 
Benelux countries would now give a lot to be able to get out 
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WHAT FRIGHTENS me about tbe Prime Minister, is not her sectional interests and function us a moral force must (ertajdjr 


smugness, for all women are smug, but her inclination 
to. political sinfulness. Through her thought, word and 
deed, she has made it dear that she has come 
to the conduslon that the Congress and other political 
parties in our counter have now come to live in a Hobbesian 
state of nature In which political careers are apt to be nasty, 
brutish and short Having formed this opinion, she is naturally 
not overscrupulouB about the means her party may adopt for 
keeping itself aUve in this struggle for survival. At the same 
time, the Prime Minister is evidently not reluctant nor does she 
hesitate to dissodate herself publidy or, more often, semi- 
publidy, from decisions or actions of her party’s high conunand 
(in wUch she might have participated or with which she 
in(gU have concurred earlier) the mennent it becomes advan- 
tagMus to her, whether in personal or factional terms, to do 
so; In these circumstances, there is perhaps not much pobit 
in Our talking about a crisis of leadership. There is leadership 
all right, but if it does not happen to suit the country, so much 
the worse for the country. It seems to suit the Prime Minister 
after all. 


be suspect, considering Ite source. 

• « 

Once again tbe Press Information Bureau of the Govern¬ 
ment of India was able to orgonisc in the capital a useful 
conference of the economic editors which enabled financial 
journatists from various parts of tbe country to meet ministers 
and senior officials of economic ministries and exchange views 
with them off the record. This conference, which Is becoming a 
much-appreciated annual event, was inaugurated by the Deputy 
Iteime Minister, who submitted Mmsell in a very relaxed 
manner indeed to u large number uf questions, most but not 
all of which were naturally cwnected with tbe latest central 
budget. Its proposals and its poUcies. Other meetings of the 
economic editors, over a period of four days, were with the 
Ministries of Food and Agriculture, Railways, Steel and Heavy 
Engineering, Industrial Development, Foreign Trade and 
Health and Family Planning. There was also a meeting with 
the Planning Commission and at the end of it alt came an 
hour-long talk with the Prime Minister who, on this occasion, 
was at her political best. , 


• « 

There is no doubt in my mind at nil that there are not 
many Congress leaders today who do not find the notion that 
their party has any special responsibility for upholding the 
‘m'bres* of public life too naive and altogether too idd-fashioned. 
Even the highest in the hierarchy of the party do not seem to 
ha.ve .any qualms about demanding to know how the people are 
Justified in expecting the Congress to be more honest or decent 
in its'political strategy or tactics than other parties In theirs. 
In fact, many Congress men (and Congress women) seem to 
nurse a grievance that public opinion is loath to condone in 
their case departures from politick priq>rletles of a kind which 
axe apt to be passed over in silence or without much critical 
comment when other parties happen to be tbe guilty ones. Tbe 
basic assumption here seems to be the one to which 1 had referred 
in the rarller paragraph. The argument, again, apparently is 
that public life in our country having deteriorated hito a free- 
for-aU with no holds barred, it is illogical and even unfair to 
expect of the Congress party that it should practise abstinence 
or even restraint in the use of its teeth or claws. 


The outstanding success of Ibis conference was perhaps 
Mr C. M. Poonacha. His knowledge of his ministry's problems, 
responsibilities and functions was remarkable in its dopUi, 
detail and definition. Considering the short time he has been 
In the Ministry of Steel and Heavy Engineering, his prompt 
and full replies to the questions addressed to him a^t this 
problem ministry were impressive indeed. No wonder, one of 
my colleagues in tbe profession was prompted to recall the case 
of a previous Minister of Steel who, at the end of six months 
In that office, had not progressed beyond the “pig iron stage" 

While there is no doubt that Mr Poonacha will make an in¬ 
telligent and hard-working minister, I wish 1 could feel equally 
certain that he would be a strong enough minister too. Three Is 
a story of how he recently has bad to tell a certain official of 
a public sector project that his services were no longer required 
and that after he had had his talk with this official, the latter 
came out with the impression that the minister thought highly 
of his work and was going to promote him. It Is possible that 
I may have exaggerated a little here, but the fact remains that 
Mr Poonacha Is one of those gentle souls who would want to 


It is perhaps this attitude of the mind which explains the 
cynicism of the Congress leadership’s reference to the Attorney 
General the question of the propriety of Mr D. P. Mlshra being 
allowed to form a ministry in Madhya Pradesh after a judg¬ 
ment of the Madhya Pradesh High Court had gone against him 
in an election petition. It is true tlut there will be an appeal 
to tbe Supreme Court and that Mr Misbra has been able to 
obtain from the High Court an order staying the operation of its 
judgment (declaring his election to the state legislature null 
•ami void) pending tlie final disposal of the case by the Supreme 
Court and permitting him in tte meanwhile to attend the state 
legislature without however being eligible to participate other¬ 
wise in the proceedings of the House. All the some the Issue 
involved here Is certainly not one of narrow legality, but is 
•one of political decency and public morality. This is therefore 
not a matter where legal advice may be expected to do service 
for a political leadership's sense of what it owes to the people. 

As it turned out, the Attorney General’s c^iitilon was not 
iielpful to Mr Mlshra’s cause, but this is neither, here'nor there. 
Thera rim ba no aerhius quostioning of the (act that,, by its 
handUn); of teds situation as the Raja of Ramgarh question, 
-the Congress High Command has compeUed more people than 
■ever b^ore to regard it os a enndemned crew whom the gods 
have willed to desteoy. In Uie eireumstances, Mrs Gandhi’s 
Tscent sermon to the business oonununlty to rise above its 


make omelettes without breaking eggs. Considering the situa¬ 
tion that prevails In some of the public sector projects under 
his care, such as the steel plant at Dureapur or the heavy 
engineering plant at Ranchi, I wonder whether the Minister of 
Steel can afford not to graduate into a man of steel.' Provided 
be rightly sl/es up the challenge, he should be able to do valu¬ 
able work indeed. Great things, in fact, are expected of this 
newly constituted ministry which has tbe advantage, in its 
ministerial team, of Mr K. C. Pant’s comprehension and pur¬ 
posefulness and Mr Qureshl’s engaging enthusiasms. 

Meanwhile, Mr Poonacha has started well. Selections for 
two vital appointments have been made without murh time 
being lost after the new ministry has been set up. Mr SoiiUhi. 
the young engineer (he Is in his early forties), chosen to be 
General Manager of the Bokaro steel project, has luid an 
impressive career in ordnance factories and ha.s proved him¬ 
self to be a man of achievement by his excellent work in the 
construcUon field at the Defence Ministry's lank plant at Avadl. 
Mr Chalapathi Rao from the Chittaranjan Locomotive Works, 
one of our eminent railway engineers, is to he the Chairman of 
the Heavy Engineering Corporation at Ranchi. Incidentally, 
these selections suggest teiat the Railways and the ordaance 
factories are about the moat dependable as well as the most 
accommodating source there is of higher managerlol-cum- 
englneering talents for the public sector. 


V.B. 
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Tlie Bank of Baroda Limited 

RrRd. Offlise: BiuidTl, Banida 

Directors' Report 


Th(> Dirertoni have pleasure in aubmittiriK this Sixtieth Annual Report tuitether with the statement of acrounts for 
the year endul :ilst Dcceniber. The report of the Auditors Is annexed. 


Previous Vear 


This Year 

Rs. 

I'he net profit for the .I'ear 190H after providing for taxes, including Rs. 1,41,9.47.70 

lirought 

Rs. 


forward and after taking Rs. 29,70,712..49 towards depreciation mi buildhigs and 

furniture 


93.41,9.47.711 

amounts to 

... 

04,22.908.80' 


An ad-interim dividend at the rale of IB'i p.a. subject to deduction of Income-tax at the appro- 


1B,00.(HMI.(MI 

priate rates was paid for the half-year mded -lOth June, I0B8 which absorbed 


20.00.000.00 

18,.40.900.00 

Amount transferred to Reserve Fimd 


t8,Bn,000.(H>- 

21 ,.40,000.00 

Amount transterri'd to Special Reserv'e 


25,00,000.0(1 

3B.00.00(i.()n 

Provision for Bonns to Staff ... ..... ... 


30,00,000.00 

92,00.090.00 



93,60,000.00 

1,41.957.70 

Balance of Profit to Iw carried lorwanl 

... 

62,908.80 

93,41.957.70 



94,22,908,80 


3. The Direcitura rei-uininentl 1u the xharehulders, paymetti of a litial dividend for the half-year ended 31st December, 
llHiB at tlie rate of 2(i^{ p.a. on all. equity shares issued prior to the 3(ith June, tSOA (making 18% p.n. for the year), subjix't 
to detluction of tax at the appropriiitc rate.s, to ite paid out of the Special Reserve and which will absorb Rs. 2.5.(H).niM).00. 

3. During the year under review, the business of the Bank was satisfactory. 

4. The Reserve Bank of Indbi rate which ruled at 6% per annum since 17th February. 1»6.1 was reduced to 5% 
li.a from 3nd March, 1908 and .since then it has remained unchanged 

a. With II view to achieving 'Social Control' over the Banking Inclustry in India, the Banking Regulation Act, IMP 
was amended by Banking Laws (Amendment) Act, iPHB which came into force from Ist Februar.v, 1969. Your Directors 
have endeavoured to Implement the provisions of the amended Act even prior to Its coining into force, and that your Directors 
Shri N. M. Chokshi representing Banking, Shri B. K. Daphtary a Solicitor representing Law, Shri K. S. Engineer a Chartereil 
Acniuntnnt n‘presenting Accountancy, Shri Utsava S. Parikh representing Agriculture and Rural Economy, Dr. Verghese 
Kurien representing Co-operation, Shri C. L. Gheevalu an eminent economist representing economics and Shri G. B. Newelkar 
representing Small Scale Jndu.str,v. are on the Board of Directrars. 


li. During the year 

1968, the Bank opened 28 new 

branch offices as under:— 

.\ssam 

. 1 


Gujarat 

. l» 


Haryana 

I 


Madhya Pradesh 

J 


Maharashtra 

0 

(C»ic temporary branch office closed during the year.) 

Mysore 

a,,! 


Rajasthan 

. ... 1 

(Temporary branch office ctased during the year.) 

Uttar Pradt‘sh 

. 2 


West Bengal 

. 2 


East Africa 

1 



making a total of 3:i2 Branch offices (313 liranch offices in India and 19 in foreign countries) as at 31st December, 1968. 
Since the beginning of the current year, the Bank has opened further branches at Nakhatrana (Dist. Kutdi), Bhaktinagar 
(Dtst. Rajkot), Ashtagani-Khudsupa Boarding (Dist. Bulsar),< Shri Mahavirji (Dist. Sawal Madhepur) and Bhllad (IMst 
Bulsar). The Bank proposes to open further branches at An jar (Dist. Kutoh) and at Mahuva (Diet. Sawal Madhopur) on 
'Iflth February, 1999 and 27th Fehrnary. 1969, respectively. 
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The quwUoa ol compentetioa to be paid to us at a result of taking over of our brancbaa in Tanaania is jrct under 
negotiations with the QovemmKtt of TansanUt 

7. Position relating to the Bank's Marayangnnj Branch (Bast Pakistan) as reported in the last report remained 
unchanged. Consequently returns relating to the year ended 31st December, ISM, for that branch off^ were not available. 
However, under the advice of the Reserve Bank of India, the last audited figures of Liabilities and Assets of the branch 
office as of 30tb June, 1B65,. have been incorporated in the accounts as at Slat December, 1068. 

8. The Bank applied for and obtained Exemption from Audit under Section 228 of the Companies Act, 1056 in 
respect of 131 branch offices including two temporary branches closed during the year in the Indian Union and in respect of 
one more branch in Pakistan at Narayanganj. The other 184 offices in India were either audited by the statutory auditors 
or branch auditors and all the 18 offices in other foreign countries have been audited by Chartered Accountants who are 
competent to act as Company Auditors under the laws of the respective countries and who have been approved by tbe Bank's 
Auditors for the said purpose. 

0, in accordance with Article 145 of the Articles of Association of tbe Bunk, four Directors .*—> 

(1) Shri B. K. Daphtaiy, 

(2) „ Keshav Prasad Goenka, 

(3) A. M. M. Arunachalam, 

(4) „ N. a Sfaodhan 

I 

retire by rotation and being eligible, offer themselves for re-election. 

10. As required by Section lOB of the Banking Regulation Act, 1940, your Directors have at their meeting held on 
6th February, 1969 designated Shri N. M. Chokshi, who is the Chairman and Managing Director ol the Company, as the 
Chairman ol the Board of Directors having tbe management of the whole of the affairs of the Company subject to tire superin¬ 
tendence, control and directioa of the Board of Directors upon the same remuneration and perquisites as are at present 
applicable to him and that the term of his appointment as the Chairman of the Board of Directors up to 30th June. 1000 was 
approved, confirmed and ratified. 

Shri Chokshi has so far not availed of the leave which he was entitled. With a view, therefore, to enable him to 
avail of the said leave, your Directors recommend that Shri Chokshi's term be extended up to 31st October, 1961). A resolu¬ 
tion confirming his appointment as Chairman and the extension of the period up to 31st October, 1969 in this regard, appearing 
in tbe accompanying notice is commended for the Shareholders’ approval. 

11. Your Directors also recommend that during the leave iieriod of Shri Chokshi, Shri M, G. Parikh, a person in the 
full time employment of the Company be the Acting Chairman of the Company so as to comply with the requirements of Sec¬ 
tion lOB of the Banking Regulation Act, 1040. With effect from 21st December, 1967 Shri M. G. Parikh was designated aa 
the General Manager. Shri Parikh has served the Bank lor over 27 years in many senior executive posts. Your Directors re¬ 
commend that he may be appointed Chairman of the Board of Directors Irom the date upon which Shri Chokshi ceases to be 
Chairman of tbe Board of Directors. Resolutions appointing Shri M. G. Parikh as acting Chairman and the Chairman of the 
Boai-d of Directors appearing in the accompanying notice are commended lor the shareholders’ approval 

12. The shareholders are requested to re-appoint the Bank’s present SUtutory Auditors M/s. K. S. Aiyar & Company 
uud M/s. N. M. Raiji & Co., to hold office from the conclusion of this meeting up to the conclusion of the next Annual General 
Meeting and to fix their remuneration. An application ha» been made to the Reserve Bank of India fOr its approval to 
the re-appointment of the said Auditors as required by Section 30. of the Banking Regulation Act, 1049. If tbe approval of 
the Reserve Wnnir of India is not received by the date of the General Meeting the Resolution for the re-appoinhnent ol 
Auditors, if approved at the General Meeting will be subject to such modifications as the Reserve Bank of India may suggest. 

For and on behalf of the Board, 


Bombay, 

Dated, 3eth February, 1069. 


N. M. CHOKSHI 
Chairman 
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The Bank of 

Balance Sheet as 


81*12*1967 


CAnXAL AND 


2,50,00,000 


8,18.66,510 


275,04,31,201 


8,80,84,156 


2A1.76,23S 


81,31.89,130 

7,88,16,077 


8,00,00,000 


5,00,00,000 


2,00,80,000 

04,63.760 

21,50,000 

1,72,750 


150,30JI8,15e 


69,77,67,763 

54,91,35,282 


8,70,44,884 


11,^.172 


8,27,01,495 


52,43.488 

11,38,172 


14.83,04,943 

6,40,04,193 


CArilAL; 

Anthortoed C»pttal*, 

8,00,000 Equity ihares of Ba. 100 Mcb 

iMued ft Sutaeribed Cai^tal: 

5,00,000 Equity shares of Rs. 100 each ... 

Amount called up at Bs. 50 per Equity share 
BE8EBTE FUND AND OXBIB BBBBBVIS: 

Reserve Fund under Section 17 of the Banking Regulation 

Act, 1948 . 

Share Premium Account 
Special Reserve* 

Development Rebate 

•(after payment of final dividend for the year ended 
31-12-1067 Ra. 21A0,000) 

DEPOSITS AND OTHER AC00UNI8: 

Fixed Deposits 

(Including employees’ security deposits 
Rs. 15.43,706.70). 

Savings Bank Deists 
Current Accounts, Contingency Accounts, etc. 

BORROWINGS FROM OTHER BANSaNO 
COMPANIES, AGENTS, ETC.: 

(i) In India . 

(Includes an amount of Bs. 8,41,00,010.00 borrowed 
from the Industrial Development Bank of India). 

(U) Outside India 

Partlcnlan: 

(i) Secured; 

(a) by part of Investments and Bills per contra ... 

(b) under the Refinance Scheme of the Industrial 
Development Bank of India vide 5.1 (1) per 
oontra 

(U) Unsecured: 

(a) under the Beflnnnce Scheme of the Industrial 
Development Bank of India vide 5.1 (1) 
per eontea 

(b) Others 
BILLS PATABLE: 

Bn,LS FOR COLLECnON BEDfO BILLS RECEITABLE 
as per contra: 

(i) Payable in India . 

(ii) Payable outside India 


Rs. P. 


8,00,00,000.00 


5,00,00,000.00 


2,10,40,000.00 

04.63,760.00 

25,00,000.00 

1,72,750.00 


170,80,32,425.65 


79,38,85.189.72 

63,60,50,128.48 


8,41.06,651.70 


17,671.08 


Rs. P. 


2,50,00,000.00 


OTHER UABIUTIES 
laelndlaig»— 

(a) Branch Adjustments 

(b) Net amount realised to date 
in respect of assets under 
collection of the former Nbw 
Citizen Bank of India Ltd.: 

(I) In India 

(II) In Pakistan pending repatriation 


Bs. P. 

2,58,31,681.10 


4,70A03JS4 

4,910.80 


3,40,76,510.00 


313,70.67,743.85 


8.41,24,322.87 


8,10,00,019.00 


22,00,000.00 

24,308.87 


16,78,61.076.74 

0,17,70,844.02 


3,76,81,780.86 


28,01,31,420.76 

8410,69.184.06 


28.22,114114 


ACCEPTANCES, ENDORSEMENTS AND OTHER 
OBUGATIONS pn eoirtis 


17,78,36,888.03 


383.79A7.789A3 


345,07,86,120 


Carried over 
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Baroda Limited 

at 31st December, 1968 


ai-is.1967 


PRnPSBTV AND ASSETS 


21,57.61^60 


6,46,84,363 

15,84,22.686 


73,49,35.460 


175,64.55.02;) 


48,50,587 

1,95,77,630 

4,02,66,146 


63,85,69.026 

1,50,00,000 

37.16,830 

1.37,30.593 

2,34,200 

84,50,747 


5,52,22,874 


135,01,85,371 


15,40,08,833 


15.28,61,050 

0,84.98,875 


145,08,00,101 


0,40,82.682 

21,14,82,246 

Nil 

175,64,65,029 


CASH: 

In hand and with Reserve Bank and State Bonk of India 
(ineluding foreign currency notes) 

BA1.ANCE8 WETU OTHRB BANKS: 

(i) in India on Current Account 

(ii) outside India on Current Account 

(iii) outside India rai Deposit Account 

MONEY AT CALL AND 8BUBT NOTICE 
INVESTMENTS AT MARKET VALUE: 

(i) Securities ul' the Central and State Governments and 
other Trustee Securities 
Treasury Bills of Central Government 
(il) Shores: 

(a) Fully Paid Preference Shares 
(hi Fully Paid Ordinary Shares 
(c) Partly Paid Ordinary Shares 

(lilt Detxjntun's or Bonds 

(iv) Other investments; 

(10 Foreign Oovemincnt Loans and Treasury Bills 
anil other Triistei* Securities 

(b) Fully Paid Ordinary Shares (foreign) 

(v) (Jiild 

ADVANCES: 

(Other than bad and doubtful debts for which provision 
has been made to the satisfaction of the Auditors) 

1. Loans, Cash Credits, Overdrafts, etc.: 

Rs. P. 

(i) in India 148.51,60,650.51 

(includes an amount of 
Rs. 8,41.00,019.00 relate 
ing to medium-term ad¬ 
vances in respect of 

which finance has been 
obtained from the In¬ 
dustrial Development 
Bank of India us 

per contra) 

(II) outside India 17,22.35,807.00 


[1: Bills Discounted and Pur¬ 
chased (excliiditig Treasury 
Bills of the Central and 
State Governments) 

(1) payable in India 
(ii) payable outside India 

Particulars of Advances: 


60,22,806.90 

2.32,01,430.76 

4.38,52.537.59 


72.73,70,225.10 

2,00,00,000.00 

37,33,008.00 

1.5S,86.t’71.05 

48.41,110.00 

1,30,33,180.00 


.5.75,68,430.50 

1,02,000.00 


24,84,31,416.00 


7,40.66,777.25 

18.32.70,308.62 


84.22,33,284.55 


17,22.33,807.00 


165.74,05,458.41 


17.13,2i),033.20 

13.27,12,880.03 30.40,41.714.12 196,14,47,li2.53 


(i) Debts considered good m respect of which (be 


banking c-umpaiiy is fully secured. 


.. 161,18.13,877.88 


(ii) Debts considered good for which the banking com¬ 
pany holds no other security than the debtors’ 
personal security including ndv.-indes tinder joint 
and several pronotes. 

(iii) Debts considered good secured by the ptTsonal lia¬ 
bilities of one or more parties in addition to the 
personal securities of the debtors 

(iv) Debts considered doubtful or had. not provided for 


8.04,50.505.23 

25.01.82,789.42 

Nil 

196,14.47,172.53 


293,02,69,408 


Carried over 


330,94,58,046.95^ 
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Ilie Bank of 

Balance Sheet as 


31-12-1M7 


CAHTAL AND LlABILrnBS-(OoBtd.) 


Bs. 

345,07.86,129 


Rs. 




P, 


1,41.057 


0 . 


Brousht forward 

PROFIT AND LOSS: 

Balance of profit: 

As at Slat December 1967 before 
provision for bonus 

Leas: Bonus for 1967 paid to' Staff. 50,87.078.10 

Leas: Amount transferred from Contingency 

Accounts to which transfers have been made 

from time to time Including this year 14,87.079.19 


1,25.333 

Add: Profit for the year brought from the Profit and Loss 

02,16,624 

Account 


. 

83,41,957 

16,00,000 

Less: Ad-interim dividend paid @16% 
for the half-year ended 30th June 
(subject to tax) 

p.a. 

1068 

20,00,000 

18,50,000 

Amount transferred to Reserve Fund 


18,60,000 

21,50,000 

Amount tranaferred to Sjpeciai Reserve 


25,00.000 

36.00,000 

Bonus to Staff 


30.00,000 

16 . 

CONTINGKNT LIABIUTIE8: 



1,35,450 

(1) On partly paid shares of Joint 
Stuck Companies 


Rs. P. 

47,18,200.00 

2,97,301 

(ii) Claims against the banking 
company not acknowledged a.s 
debts 


0,25,780.54 

74.32.05,446 

(ill) Money lor which the banking 
company is contingently liable 
(including Rs. 11,08A24.83 for 
::uarantccs given on behalf of the 
directors and the officers of 
the Bank) 


73,52,47,303A8 

1,66,12,052 

(iv) Liahilities on Bills of Exrhang«> 
re-discounted 


3,05.73.803.08 

15,03,07,450 

(v) Liability on account of out¬ 
standing Forward Exchange 
Contracts for purchases and 
sales P. 


28.57,20,567.05 

28,63,20,588 

a 


38,76,30,821.76 


Ra. P. 
383,79.87.785.43 


37,41,957.70 


36,00,000.00 

1,41.957.70 

92.80,851.10 

94,22,908.80 


03,60,000.00 


82,808.80 


Note: (1) Provision to the full extent for future gratuities to 
the staff has not been made—the liability for which 
has not been ascertained. 

(2) The Balance Sheet and Profit 8c Loss Account have 
been drawn up in accordance with the provisions 
of Section 29 of the Banking Companies Act, 1049, 
and are not required to be and ate therefore not 
drawn up in accordance with Schedule VI of the 
Companies Act, 1958. 

(3) Some of the figures of the previous year have been 
regrouped to make them comparable with those of 
the current year. 

(4) Reference is invited to para 7 of the Directors' 

Report regarding ineorporatiini of the returns of 

—__I— ...— Narayanganj Branch (Bast Pakistan). ' 

345,00,28,086 Total: 883,a0AOi6O4J3 


K. S. AIYAR & CO. 
Chartered Accountants. 
N. M. RAUI & CO. 
Chartered Accountants. 


N. M. CHOXSHl Cha irma n 

KANTILAL NAHALCHAND ) B. K. DAPHTABY > 

AWAWPTiATf wthatat. ) Directors K. P. GOBNSA ) 

CHOniBRAI CHOCANBHAI ) ) AMM. AB^ACBAXjAH ) 
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Baroda Limited 

at 31st December, 1968 


31-1M967 


PBOFEBTY AND ASSETS— 


Bs. 

203,02,89,408 


21,31,09,136 

23,22,11,914 


1.92,00,046 


1.54,21,022 


4,05,71,880 

54,000 

848.0048,088 


Rs. 


10,92,223 


21.15,27,474 


11,71,741 


45,6».50,S37 

28,82,320 


Brought forward 

(V) Debts due by dlrertort or ufOcers of the banking 
company or any of them either severally or jointly 
with any other persons 

(vl) Debts due by companies or firms in which the direc¬ 
tors of the banking company are interested as direc¬ 
tors, partners or managing agents or, in the case of 
private companies, as members 
(vil) Maximum total amount of advances, including 
temporary advances made at any time during the 
year to directors or managers or officers of the 
banking (vtmpany or any of them either aeverally or 
jointly with any other persons 
(viii) Maximum total amount of advances, including 
temporary advances granted during the year to the 
companies or firms in which the directors of the 
banking company are interested as directors, partners 
or managing agents or, in the rase of private com¬ 
panies, as members 
(ix) Due from banking companies 


Rs. P. Bs. P. 

83(1,94.58,048.05 

11,44,305.81 

10,60,87,860.58 


11,48,916.00 


19.78.74,724.78 

80,16,886.38 


14,82,04,943 

6.49,04,193 


RILLS RECEIVABLE BEING BILLS (DR COLLECTION 
aa per eontra: 

(1) payajile in India 
(ii) payable outside India 


18173,61,078.74 

0,17,70,344.02 


7. 

1,97,74,62i*- 
34,38,359 

CONSirrCENTS’ LIABILITIES FOB ACCEPTANCES. 
ENDORSEMENTS AND OTHER OBLIGATIONS 
per eontra 

PREMISES LESS DEPRECIATION: 

Premises at cost to 31st December, 1067 • 

Additions during the year 

240,88.758.86 

08,14.238.08 

2.32,10,980 

1,72,224 

Less: Sales during the year 

3,23,52,004.53 

Nil 

2,8048.756 

88,38.710 

iMs: Total depreciation to date 

3,23,82,004.53 

45,87,881.30 

2,2841.877 9- 
43,53,640 

FliRNRlTRE AND FIXTURES LESS DEPRECIATION: 
Furniture and Fixtures at cost to 31st December, 1067 
Addltlims during the year ... . 

2,72,80,008.23 

43,80,118.45 

2,88.75,817 

442.481 

Less: Sales during the year • ^ 

3.10,70.111.63 

1,34,080.82 

£.82,83,058 

1,08,82.034 

Less: Total depreciation to date 

3,18,48,030.88 

1.40,47,807.05 

10. 

1,384 

90,10472 

38,47,338 

71,87,489 

1,0548,110 

99,78.081 

OTHER ASSETS: 

(i) Shares of Bank of Baroda (U.K.) Nominees l-td. . 

(11) Interest accrued on Investments 

(ill) Stamps and Stationery 

(Iv) Advances recoverable in cash or In kind 

(v) Clearing Adjustments 

(vl) Advance payment of Income-tax 

1,334.40 

1,06,66,820.40 

4142.089.76 

9147,508.58 

89,24400.80 

1,88.14,990.87 

11. 

non-banking assets acquired in SATISFACTION 
OP CLAIMS AT COST 



28,01,31,420.70 

17.7948,883.03 


2,7740.113.14 


1,74,97,723.81 


Totsll: 


4,81.77,834.84 

84.000.00 

388,80,80.694.23 


DiiMtOtS VERGBESE XUBIEN 
Ca Xm GRREVAXaA 
UTSAVA a PABnCH 


WAVNmAl . aS HODHAN 

X. a BMUiHBRR 
O. B. HEITAUKAR 


M. G. paruch 
G eural Manager 


S. J. ASLOT 
Chief Accountant 
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The Bank of 

Profit and Lass Atcount For 


31>12-10B7 


EzrENraxros 


Bs. 


10,84,18,889 

1. 

8.67.14,147 

2 . 

1,88,809 

8. 

74,43,121 

4. 

2,12,288 

5. 

25,87.352 

6. 

1,81,438 

7. 

39,11,446 

8. 

36,42,816 

9. 

— 

10. 

80,81,911 

tl. 

92,10,624 

12. 

1946.98.091 



Intemt paid <n> daposita, borrowingi, ate. 

Salaries and AUowanees and Provident Fund 

Directors’ and Local Committee members' fees and allowances 

Rent, Taxes, Insurance, LightlnK, etc. 

Law Charges ... ... ... ... 

Postages, Telegrams and Stamps v.. 

Auditors' Fees 

Depreciation on and repairs to the bantung company’s property 
Stationery, Printing, Advertisement, etc. 

Loss from sale of or dealing widi non-banking assets 
Other Expenditure 

Balance of Profit (Subject to provision for Bonus to Staff) 


Total 


Rs. P. 

11.75J»,8BS.40 
6,73.77,487.48 
2,40,070.77 
88,48,818.81 
1,87,982.12 
32,04,010.74 
2,28,581.80 
30,84,719.31 
45,49,875.85 

81,18,795.13 

92,80,851.10 

22,05,88,807.80 


Note: Particulars of rem unemtion relating to the Chairman paid or provided for during the year:— 


1967 







Rs. 






Ra. P. 

72,000 

1. 

Salary 

... 

... 

... •*. 

72,000.00 

7,500 

2. 

Allowance (entertainment) 

e.e 

... 

... 

7,500.00 

NU 

3. 

Sitting Fees 

• •• 



NU 

NU 

4. 

Bonus 


• •• 

•«« 

NU 

8,000 

5. 

Bank’s contribution to Provident Fund 



... 

8,000.00 


8. 

Payment by way of gratuities, pensions or 

otherwise 

in 

excess of the 


Nil 


Bank’s contribution and interest thereon 



... ... 

Nil 

400 

7, 

The Medical Insurance premium 

ee* 

• •• 

••• ... 

400.00 


H. 

The monetary value of any other benefits 

or perquisites 

(calculated in 


3,000 


accordance with income-tax rules) 




3.000.00 

88,000 





Total ... 

88,000.00 


CKRTIFICATK PBBSVANT TO RULE 8(c) OF THE COMPANIES (BRANCH AUDFr EXEMPTION) RULES, 1961 
Wc hereby certify that no material change has taken place tai the arrangements made for the audit of accounts of 
the Branch offices exempted from audit under Rule 4(1) (b) of the Ciomponies (Branch Audit Exemption) Rules, 1981. 
enabling the Chartered Accountants employed by the Bank for the purpose of audit of the accounts of Branch Office, to visit 
the Branch Offices and to have access at all times to the books, accounts and vouchers of the Bank maintained at such 
Branch Offices, niiditcd by them and for furnishing all such further information and explanations required by them and 
that such auditors have carried out the audit of the Branches assigned to them In accordance with the Internal Audit Pro¬ 
gramme drawn up by them and approved by the Bank's Statutory Auditors. 


For THE BANK OF BARODA LIMITED 



N, M. CHOKSHI 


CbainnaB. 

BOMBAY. 

. ANANDLAL HIRALAL 

Dated 26th February, 1969. 

Director 
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Baroda Limited 

The Year Ended 31st December. 1968 


81<18-1897 

INCOME (Less Provision made during the year for bad and doubtful debts and 
other usual or necessary provlaions) 


Bs. 




Be. P. 

16,70,18,682 

1. 

Interest and Discount 


18,08,88,098.81 

2,60,08,817 

2. 

Commission, Exchange and Brokerage 

... .>• 

2,00,48,418.87 

6,65,892 

3. 

Rmts 

see .f* •• • 

8,48,803.66 


4. 

Net profit on sale of investments, gold and silver, land, premises and other 


Nil 


assets 

#*• 

NU 


6. 

Net profit on revaluation of investments, gold and silver, land, premises and 


NU 


other assets 

ee« .«• ••• 

Nil 


6. 

Income from non^Mmking assets and profit from sale of or dealing with 


2,678 


such assets 

... ... 

4,847.67 

2,222 

7. 

Other receipts ... ... 

«es i«. 

17,787.W 

19,36,88,091 



Total ... 

22,08,68,607.60 


m 






N. M. CHOKSHI Oialnnan 



KANTILAL NAHALCHAND 

) 

NAVNITLAL S. SHODHAN 

) 

ANANDLAL HIRALAL 

) 

K. S. ENGINEER 

) 

CHINUBHAI CHIMANBHAI 

) 

G. B. NEWALKAR 

) 

B. K, DAPHTARY 


) Directors. 

VERGHESE mnUEN 

) Directors 

K. P. OOENKA 


) 

C. L. GHEEVALA 

) 

A.M.M. ARUNACHALAM 

) 

UTSAVA S. PARIKH 

) 



M. G. PARIKH S. J. ASLOT 





General Manager Chief Accountant 



REPORT OP THE AUDITORS TO THE SHAREHOLDERS 

We have the foregoing Balance Sheet of the Bank of Baroda Ltd., aa at Slat December, 1968 and alao the foregoing 

Profit and Loaa Account of the Bank for the year ended upon that date, In which are Ineorpmatad the retuma from 64 branchea 
audited by ua, 138 branchea audited by Branch Auditors and unaudited retuma from 132 branches for which exemption 
ftom the provisions of Section 228 of Companies Act, 1996 has been obtained from Uie Central Government under Rule 4 clauaea 
(a) and (b) of the CompanleB (Branch Ai^t Rxemptlon) Rules, 1981. 

We report that; 

(a) We have obtained all the Information and explanations whldi to the best of our knowledge and belief were 
necessary for the purpose of our audit and have found them to be satisfactory; 

(b> the transactions of the Bank which have come to our notice have been within the iwwen of the Bank: 

(c) in our op i n ion , proper books of account aa required by law have been kept by the Bank so far as appears from our 

of tiiose *y»nir« and proper returns adequate lor the purpose of our audit have been received from 
the branchM of the Bank not visited Iv us; 

(d) the Bank’s Sheet and Profit and Loss Account dealt with by this report are in agreement with the books of 

account and the returns; 

(e) the reports on the of the branches audited by Branch Auditors have been forwarded to us and the same 

have been considered by ua In preparing our report; 

(f) In our opin i on and to the beat of our InlormaUon and according to the explanations given to us the said accounts 
toyi« w witb the notes thereon, give the information required by the Companies Act, 1986, in the manner so required 
for K«"fci"g wwnpsniM and on such basis the said Balance Sheet gives a true and fair view of the sUte of the 
affaire of the as at Slst December, 1968 and the Profit and Loss Account gives a true and fair view of the profit 
for the year ended upon that date. 


K.& AIYAR & CO. 
(Burtered Accountants. 
N.M. RAUI 8t CO. 
(Bwrtand Accountants. 


BOMBAY. 

Dated 27th lebruaiy, 1898, 
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The Bank ofBaroda Limited 

STATEMENT rURSUANT TO SECTION SU OF THE COMPANIES ACT, 1988. 

The intm-est ot the Bank ot Baroda Limited in its subsidiary company, The Bank of Baroda (UJK.) Nominees 
Limited, as at 31st December, 1968, comprised ot 100 fully paid ordinary shares ot £.1 each, being the entire of the 

siibsidiury company. 

For the year ended Slat December, 1868, the subridiaty company had no income and aU the expenses were borne by 
the Bank ut Baroda Umited. The subsi^aiy comi»ny therefore, made no profit or sustained no loss and consequently the 
ProAt and Loss Account of the Bank of Baro^ Limited does not include any profit or loss of its subsidiary. 


As the subsidiary company is incorporated and operating in the United Kingdom, its Balance Sheet, Directors' Report 
and Auditors' Report for the relevant year have been made out in accordance with the law in force in the United rcingdnm 


N. M. CIIOKSHJ 


Chairman 




KANTILAL NAHALCHAND 

> 


navnitlal s. shodhan 

) 


ANANDLAL HIRALAL 

) 


K.S. ENGINEER 

) 


CHINUBIlAl CHIMANBHAI 

) 


G.B. NEWALKAR 

) 


B. K. DAPHTARY 

) 

Directors 

VERGHESE KURIEN 

) 


K.P. GOENKA 

) 


C.L. GHEEVALA 

) 

Directors 

A.M.M. ARUNACHALAM 

) 


UlSAVA S. PARIKH 

) 


BOMBAY, 



M.G. PARIKH 


General Manager 

Dated 26th February, 1909. 



S.J. ASLOT 


Chief Accountant 



THE BANK OF 

BARODA (U.K.) NOMINEES LIMITED 


DIRECTORS’ REPORT FOR THE TEAR ENDED 31st DECEMBER, 

1968 


The Directors submit their report and the audited accounts for the year ended 31st December, 1968. 
PRINCIPAL ACnVITT 


The prlncipiil activity is the holding of securities as nominee. 

STATE OF AFFAIRS 

The company has bad no Income from the date of incorporaUon to date; all expenses have been paid by the parent 
company. 

DIRECTORS 

Mr £. St. C. Almeida was appointed an alternate Director for the periods 29th July to 31st August, 1968 and 18lh 
November, 1968 to 3l8t May. 1969. Otherwise the composition of the Board remained unchanged during the year. The Directors 
at 31st December, 1968. were: 

MR. R. C. SHAH 
MR. M. A. BABRETTO 

Mr R. C. Shah held 1 ordinary share jointly with, and as nominee of, the parent company. The Directors had no 
other Interests in the shares of the company. 

AUDITORS 

Messrs. Spicer and Pegler, Chartered Accountants, have indicated their willingness to continue in office. 

R. C. SHAH, Director. 

LONDON, Isl January, 1969. E. St. C. ALMEIDA, Alternate Director. 


THE BANK OF BARODA (U. K.) NOMINEES LIMITED 

BALANCE SHEET AS AT SIST DECEMBER, 196g 


SHAKE CAPITAL— 

1968 


1967 

Authorised, Issued and fully paid Ordinary shares of £1 each 
REPRESENTED BY— 

. £ 100 

£ 

100 

Cash at Bank 

. £ 100 

£ 

100 


R. C. SHAH, 


Director. 


E. St C. ALMEIDA, Alternate Director 

Notes to the Accounts 

1. The company has had no income from the date of incorporation to date; all expenses have been paid by the 
parent company. 

2. The company's ultimate parent is Tte Bank of Baroda Limited, incorporated in India. 


Report of the Ajnditon to Qw Members of the Bank of Baroda (D.K.) Nomlneea Ud. 

We have examined the accounts set out above which in our opinion give a true and fair view of the state ot affairs 
at Slst December, 1968, and comply with the Companies Acts 1948 and 1967. 

St. Mary Axe House, Spicer and Pegler 

96/60, St. Mary Axe. Oiartocad Accountants 

LONDON. E.C. 3. 

Dated ITtb January, 1969. 



March 28, 196) 


EASTERN ECONOMIST 


683 


CO MPANY M EETINGS 

i.I.D.-PARRY LIMITED 


Address by Nr H.V.R. lengar, Chairman, to Shareholders 


Stvanty-Snt Aniuiai General Meeting to be held on Slit March 1969 

Tke foltowlnc Statement haa been clraitated (n SharehoMen of EJil,—Tarry Limited by tbe 
Mr. H. V. R. lencar. 


The year under report has been, from some points uf view, 
u bishly successful one. but, from other points of view, rather 
disappointing. It has been successful in the sense that the Group 
profit has been the highest so far in the history of the Company, 
but disappointing in the sense that In certain directions we were 
unable to achieve the results we had hoped -for. The reasons for 
this were wholly beyond our control—being either the vagaries 
of nature or the long time it has lieen taldng to clear (vrtaiii 
orojects on which we had .set our mind. 

Shareholders will have seen from the Account.s and the 
Directors' Report which hsive been in their hands for the statu¬ 
tory period that the Group Net Profit before taxation for the 
year t9M Is Rs 2H0.(ld lakhs representing an increase of aliout 
33% over last year’s profit of Rs 2U0.30 lakhs. The following 
statistics may be found to be interesting;- ■■ 


Year 

Group Profits before 
Rs. lakhs 

19ii;i 

. 7.V22 

1964 

113.62 

1969 

127.16 

lU6b' 

128.49 

1967 

. 2IMI.3II 

1968 

. 269.ns 


The Directors feel it safe to conclude that the Oorups 
profit has reached a new and higher plateau and that the upward 
trend will continue over the long term in the years to come. I 
Mluiuid, however, sound a note of caution in so far os the year 
tU6B-6» Is concerned because there are indications that a number 
of adverse factors might well have the effect, during this parti¬ 
cular year, of halting the upward trend in the Group’s profit 
level. Nevertheless, the long term future outlook is one of a 
higher and expanding plateau. 

In my a«idress to you last year. I had staled that the Indian 
ei'onomy had been subject to severe stresses and strains during 
19B6 and 1967 because of the recession and 8e\’eral other adverse 
factors. During the latter hall of last year the general picture 
of the economy somewhat brightened. Helped by better rain¬ 
fall. agricultural production, particularly of food-grains, rose 
sharply and reached new peaks. Despite the difficult labour 
situation. Industrial production improved albeit slightly awl 
towards the end of the year, the Share market, which has l)eeii 
in the doldrums for quite some years now, be<'ame buoyant and 
cheerful. 

The balance of payments position improved considerably 
and price levels became more stable. Whilst the Pound starling 
In the main and the dollar to a lesaer extant came under severe 
pressure, the Rupee showed, on the whole, greater stabfUty, re¬ 
flecting the g enerBlly improved economic situation in Indio. 

parts Of the country, however, particularly the Southern 
States, wWch are of direct and vital importance to the Group. 


suffered from inadequate rainfall and drought conditions. 
I.arge areas of the Andhra State, which is the principal area 
for the marketing of the Coromandel fertUlser GROMOR, were 
badly affected by drought owing to the widespread faUure of 
the south-west nmnsoon. Sumo parts of Madras and Mysore 
States also suffered fron» severe drought. th& affect areas 
lietng the main markets for the sale of fertilisers. It la most 
disappointing that when Coromandel went on stream and-started 
prodm-ing high quality ferUUser, when the Govenunent of India, 
ill anticipation of a normal monsoon, luranged lor Inavy fan- 
ports and Parrys had made all the necessar)’ arrangenmta 
for handling a much larger quantity i>f. fertiliser than in the 
previous year, we should have been met by such severe drought 
conditions. But for this, the profits of the fertiliser divieion 
wnuirt hivv lieen much greater titan those actually achieved. It 
Is against this background that the working reaults of the 
(•nnip lor the year under report are to Iw viewed. 

3. GROUP RESULTS 

Turnover, as well as profits expressed in Rupees, 
icconled higher levels, marking suladantlal increases over 
the previous year. I had mentioned last year that in 
the accounts for tbe year 1908 ii would become neces- 
sury to adopt two different rales of exchanae tor 
.onversion of the rupee figures to starling as a conae- 
quence of the devatuatiiai of the Pound sterling on SOth 
November I»67. The figures of profit for 1968 in 

the Profit and Loss Account In sterUng are tharefore not 
direcUy comparolile with the corresponding figures for the 
previous financial year, A proper appraisal of the Group’s 
working resuils i-an be made only I>y reference to the Rupee 
figures i-ontaincd in the Report and Accoimts. 


I ne nictors that holped achieve larger protitH are the 
provcinent in the price of sugar as a result of permission to 
sell part of our production In the free market, the significantly 
imiwoved result of the ceramics division, the increase in the 
profits of the consumer products division, and additional In- 
i-ome from shipping and clearing services. On the other hgwri 
nterest charges haw rtaen sharply because of the necessity 
to servlis. larger working capital funds, and administration 
exposes have gone up further owing, in a large measure, to 
the liberalised pay scale structure introduced lust year for the 
clerical and subordinate staff. 


cuiarly the handling of feriirise-r^iru 

requirements of working capital finance Have gnUTtur^ 

During the year the temporary piling up of stocks of fertiilsers 

wc are grateiui to them for having readily acceded fr, 
request. NevenheJess, from the ways and means position the 
year wm a somewhat dlfflcult one. Your D™S^ tkt^ 
a long term view of the sUuaUon and are coSnV wli“tor 
an approach should not be made to the shareholders tor further 
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capital. That wUl be of aaalaUnce, not nerely to help achieve 
a better balance between our own^ fuMa and our loans, but 
also to hdp in providing finance for new projects. Share¬ 
holders wlU naturally be informed of ffc deoisian as:eoeQ as 
it is reached. 

Tlw total dividend for the year paid and proposed, on the 
Ordinary Share Capital, has been Increased to 10%~f dlstri- 
butiim of Ba 66,93,008 this year against Bs 49,83,060 jjald last 
year. The total dividend per share is Rs 1.80 compered with 
Rs 1.40 per share last year, being an increase of over 23% and 
should, from all points view, he considered satiatactory. 
After meeting the dividends from out of the profits of BJU).— 
Parry Ltd., for the current year, a total sum of Rs 18.87 lakhs 
exduding the statutory transfer to Development Rebate Reserve 
of as much as Rs 103 lakhs has been set aside for strengthen¬ 
ing the reserves of the Group. 

i FRINOPAI. GROUP OPERATIONS 

(a) bane Paotery: 

The factory was closed for the first forty days of the year 
for linking up work connected with the expansion of the plant 
Thereafter, the plant manufactured 40,019 tonnes of Ammo¬ 
nium Phosphate representing 88% of the rated capacity for the 
period of (qperatlm, a dight Increase over the previous year. 

The expansion of the pluit was completed by our contrac¬ 
tors, Mltsubldil Shoji Kalsha limited, and provides for the 
manufacture per year of 88,000 tonnes of Ammonium Sulphate 
from by^noduct Gypstun and Co2. A total of 11,977 tonnes of 
the product was monulactured during the year from the com¬ 
missioning date. 

A satisfactory agreement was reached with MSK on 
matters of contractual dispute. 

(b) Fertillsen: 

The market, which had operated under conditions of 
shortage for a number of years, underwent a radical change 
from the point of view both of supply and demand. There 
was a large Improvement in the availability of raw materials 
to indigenous manufacturers and, b> addition, there was a large 
Increase In imports of finished fertilisers arranged by the 
Government of India. We were organised tor a dramatic 
Increase In fertiliser salee—and fully confident of adilevlng 
it, but for the drought referred to, whldi was quite unusual 
in Its intensity. It is gratifying, nevertheless, that the Group 
maintained its leading position in the fertiliser marketing 
Held in the southern and western states, and achieved an 
Increase in business of over 20% compared to the previous 
year. 

The Coromandel Fertilisers factory at Viaakhapatnam was 
successfully commissioned during the year and has worked 
aatiafactorlly. The Ammonium Phosphate 28dN produced by 
the factory has proved highly successful. 

The chemicals section had another satisfactory year, but 
profit margins were trimmed to some extent due to the readier 
availability of raw materials compared to the previous year. 

Aa In the case of the fertiliser business, the Insecticides 
and fungicides business faced a difficult year, ttulnly due to 
the cUmatic conditions, but the scale of business was main¬ 
tained and subsequently continued to expand. 


India in August 1967 which l^d the offset of factories havf&g: 
to pay anything frmn Ba SO to Rs 120 per tonne of cane 
arrested the decline in auger {woduetton witnessed fai the 
tttevlous year when the price of cane was Rs 86.80. 

The high price which factories were obliged to pay tor 
cane. Irrespective of the cost of cultivation, bos encouraged 
cuUivators to gniw cene even at >tlie expense of food crops, 
and'many factbrlM will face pressifre this year for accepting 
more cane than they can crush In a season of she to seven 
months. TTw AU-lndia sugar produoUon in 1868-69 Is expected 
to be between 28 lakh and 30 laU tonnes against only 22.4 
lakhs in the previous year. Oscillations of production, prices 
end profits seem to be a unique fSature of the Indian sugar 
Industry. 

The Government's sugar policy for 1868-60 awn 9 mi^ in 
September 1668 provides for the continuation of partial de¬ 
control, but with as much aa 70% of the nroductlod being 
taken over at the controlled price, and only 30% being rdeaaed 
for free sales, as apposed to 60% and 40% respscttvely In the 
previous year. The minimum eane priw remahu the mnu. 
as last year, viz., Rs 73.70 per temne. but, once again, the 
factories are being asked by the authorities, under pressure 
from the growers, to pay a substantially largsr price. No 
one—and, least of aU, your Company which has large stakes 
in this egro-indu8try--dlspute8 t^ need to give the cultivator 
a price for his produce wbidi will not only cover his cost and 
the normal risks that go with agriculture, but give him 
a very handsome margin. But what is happening now is that 
the industry is being pressed to pay a price which gives the 
cultivator, in the large majority of cases, a margin which Is 
out of all proportion to the return he gets from other compar¬ 
able crops. In other words, the industry is asked to take 
money out of the consumer and pay most of it to the grower, 
and then a large slice of the balance to Government ae taxes. 
In the bargain, the Industry Is being accused of explnW n y the 
lonsumer, whereas It it the Government's sugar policy that 
Is solely responsible for this unusual state of affoirs. 

Production of sugar at your Nellikuppam factory during 
the year under review was 44,910 tonnes, the second W ghwit for 
any factory in India. This is an increase of 29% over the inevl- 
ous year's production of 39,864 tonnes. 


The factory resumed operations on 2nd October 1968 and 
it is hoped to crush S lakh tonnes. This is about 40,000 
less than in 1967-68 and the reason is that the special season 
which normally starts in late August will, this year, have to 
he postponed until after 30th September, in order to proraird 
with the phased expansion and rehabilitaUan work. Wh«i the 
special season begins In October, the capacity of the fSet^ 
will be 2,900-2,600 tonnes cane per day against 2,200 tmnes 
at present The target Is 2,790 tonnes, to be achieved In 1970 - 71 . 


AS suteo in my speech last year the award of the Govern¬ 
ment for the years 1898-90 and 1999-60 In regard to 
cane price for these years, whfc3i we considered was Uifh hut 
nrt unreasonably so, has been challenged by a grower with a 
writ petition In the Madras Hi|[h Court, Tlie result Is still 
a^vMted, In the meantime, payment has been made In regard 

ftw IMMI and 

1981^2 ^ BOW been announced and payment will be made 
within the stipulated time. 


Two seed processing units and a second Insecticide formu¬ 
lation unit were under construction during the year and have 
since been satisfactorily completed. 

(e) Sugar: 

A series of measures introduced by the Government of 


(d) Ceramke: 

The turnover of our Ceraroka. factory at Ranlpet 
u *?? record of more than a crore of rupeas, contrl* 

buW mostly hy sales d "Parryware", our hrand of ettnous 
sMltar^are. A net wrrfk of aa organised AU-India distribu¬ 
tion and after sales set-up bdped to recover substantial ground 
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from out of a market whlck was In tfae grip of acute competi¬ 
tion. Exports made further headway, and markets now include 
East Africa, besides, Burma, Ceylon and Singapore. 

A new development in our ceramics division was the manu¬ 
facture of qwciallsed categories of tower packings, tailored to 
customers' specification, and while several contracts have 
already been fulfilled, this diversification should enable furthei 
growth of sales from new Chemicals and Fertiliser units in the 
country. 

(e) Trading Activities: 

Turnover of consumer products for the year rose sharply 
setting up an ali-tlme record. This was made possible by our 
wide distribution network being able fully to exploit the more 
liberal supplies made available by our Principals. 1 am happy 
to say again that our relationship with our Principals has been 
extremely cordial and, I am sure, mutually beneficial. 

Despite the engineering industry being still in the grip of 
recession, although to a lesser degree than previously, the sales 
of engineering products registered a small increase. The steps 
taken by us to reduce the capital employed on this sector have 
proved fruitful and resulted in lower holdings of stocks. Our 
shipping and clearing services which are steadily expanding 
yielded a bigger slice earnings this year. 

1 need hardly emphasise the pivotal role which our trading 
activities play in the totality of the Group's operations. 

(f) Herdillia Chemicals Uialted: 

liBst year, in my address to you, 1 had stated that the 
Rs 14-crore factory of Herdillia Chemicals limited was then 
expected to go into commercial production shortly. I am 
happy to say that commercial production in fact commenced 
in the first quarter of 1S68 and all plants have functioned satis¬ 
factorily. Whilst the sales achieved during the first year of 
operation slightly exceeded Rs 3 crores and can thus be 
considered satisfactory, these would have been better but for 
production being adversely affected by numerous power failures 
end hampered to a lesser extent by the shortage of certain 
indigenous raw materials which had therefore to be imported. 
It is expetded that the tinmover lor the current year would 
substantially exceed that of last year. 

4. DEVELOPMENT PROGRAMME 

I had indicated in my address last year that your Company 
had certain schemes under examination to widen the scope of 
its operations. One of these was the basic manufacture of a 
well-proved insecticide. In the matter of the know-how for 
this, we ran up against a tight International cartel and drew a 
complete blank from the western countries and Japan. Our 
attempts to get the know-how from Eastern Europe were also 
unsuccessful. A laboratory process is said to have been devc- 
loi>ed in the Centra! Food Research Laboratory at Mysore, but 
to what extent thus is capable of exploitation on a commercial 
scale is yet to be examined. This whole exercise, both of scour¬ 
ing the outside world for a process know-how and of Investi¬ 
gating to what extent a process claimed to be localXv available 
is commerdally exploitable, is a long and weary one. 

While on this subject, may I say that this Group is entirely 
at one witii the Government of India that, if a process is locally 
available, it would be inexcusable to buy it from overseas. The 
question, however, in all cases is whether the claims made 
locally are justified and more especially whether claims made 
on the basis of laboratory exiieriments are valid in the context 
of plants of commercial size. Our experience is that the proce¬ 
dure for dedding whether a local process can be exploited 
takes an unconscionably long time. 

As stated earlier, we have already put up two seed pro¬ 
cessing units in Madras State which have commenced opera¬ 
tions. Barring unforeseen drcumstances, a satisfactory return 
should accrue to us even in the initial year of operation. We 
are also putting up a cattle-feed manufacturing i^t at Ennore 
and this should go into production during tbe course of the 
year. Various other similar schemes. Individually not requiring 
heavy capital investmmt and dasiffaed to make our services 


to the agricultural sector more comprehensive, are on the anvil 
«id will gradually be implemented, to be financed to the maxi¬ 
mum extent possible from internal resources. 

Apart from new projects in the agricultural field, your 
Directors are actively Investigating several projects in other 
fields. Shareholders will be informed in due course about 
these projects when more concrete information is available. 
I am sure shareholders will agree that it is In the Interests of 
tbe Group further to widen the scope of its activities and to 
broaden its industrial base. 

5 CENTRAL BUDGET 

Contrary to expectations, the Central Government budget 
proposals for 1968 extend no tax relief to the corporate sector, 
and the rates of taxation on the Group's profits remain the 
same 

Two new measures of indirect taxation may have a signi¬ 
ficant bearing on the fortunes of our Groiqi. 1 refer tint to tbe 
conversion of the specific excise duty on sugar into an ad 
valorem duty which will increase the excise duty on free- 
market sugar by at least Rs 400 per tonne at the prevailing 
prices and then to tbe levy of 10% exci.se duty ad valorem ou 
fertilisers. In both cases it is loo early to say whether we 
shall be able to recover the amount of excise duty from the 
consumer, but tMa will be necessary if we .are to maintain our 
profit margins. 

6. LABOUR RELATIONS 

Our relations with employees during the year have generally 
been satisfactory. However, during the'current cane season, 
the employees In the NelHkuppam factory went on a strike 
from 10th January 1969, following a gcawral demand by the 
Trade Unions in the sugar factories in the State tor a wage 
twislon, etc. As a result of discussions before the State 
laibour Commissioner, the strike was called off frwna 24th 
January 1969. 

it may be pertinent to mention ut this connection that the 
wages and other terms of service of the employees in our 
NelHkuppam factory are more generous than the recommenda¬ 
tions of the first Sugar Wage Board and this strike, which 
incidentally occurred after n lopse of 3fl ye.srs, may have been 
precipitated for reasons not directly connected with the ques¬ 
tion of wages and other terms of service. It is to be hoped 
that following an amicable settlement on the matters raised, we 
can now look forward to continuing the cordial relations which 
have always existed in the past. 

It is a matter of regret that certain Trade Unions have 
resorted to strikes in complete disregard of subsisting bipartite 
settlements, and It is hoped that this unhealthy trend will be 
taken note of by the Government. 

The unanimous lecommendatlons of the First Wage Board 
fur the Heavy Chemical and Fertiliser Industry have been 
accepted by the Government of India and we are now examining 
these proposals with a view to implementing the recommenda¬ 
tions in our Ennore, Ranipet and TadepalU factories. 

7 CHANGES IN BOARD 

It is with profound regret that I have to record the death 
of Mr V. Ramakrishna on 28th November 1968. He was a 
Director of our Company from 15th April 1954. His wide ex¬ 
perience of business and Industrial affairs and wise counsel 
iuid guidance have been of Immense value to the Company. 

Mr N. G. Bowen, Joint Managing Director, retired with 
effect from Ist December 1968 and I wish to place on record 
the valuable services rendered by him to the Group in various 
capacities over the span of twentytwo yean. 

On Mr N. G. Bowen's departure, Mr J. S. Prabbu, the 
Deputy Managing Director, took over as Joint Managing Direc¬ 
tor. Mr C. P. Feathentone joined the Board as from ist 
December 1988 and waa appointed Deputy Managing Director 
at the Company. 

NOTE: The above Statemeat la not a report M the proceed- 
ioga of the ABonai General Meeting, which will be 
held im Slat Blarch 1969. 
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CANADA BANK LIMITED 

Statement by Shri K. P. |^ Prabhu, Chairman, Canara Bank Ltd, at the 63rd Annual General 
Meeting heid at Nangilore, on Friday, 21st March, 1969 


The Bank’s audited Balance Sheet as at 31.12.1868, and 
the Profit Si Loss Acuount lor the year ended that date, would 
already have received your attention. It may have pleased 
you to notice tlmt they reflect all-round progress of the Bank, 
and better working results than In the recent few years. 

ltf(|S Wits a year of comparative stability and economic 
recovery lor the country. The fairly satisfactory level of 
food production at 86 million tons, about the aame as in the 
previous year, despite not very favourable rains, tbe consequent 
relief in the pressure on prices, the heartening strides on the 
agricultural front, the abatement in recessionary conditions in 
industry, the substantial Improvement in the country's exports 
and its favourable impact on our foreign trade balances. aU 
contributed to a better performance by banks. The deposits of 
scheduled commercial bunks showed an increase of Rs 448 
crores revealing a growth rate of 11.7% as against Ks 386 
crorcs or 11.4% in the previous year. Significantly, time 
deposits accounted for a lion’s share of this increase, viz., 
Bs 381 crores, us against Rs 166 crores in 1867. Xjikewise, 
bank credit expanded by as much as Rs 333 crores against 
Rs 282.5 crores in the previous year. 

For your Bank, 1968 was a year of expansion. As you 
would have noted, steady growth has been an enduring feature, 
even in generally lean years. During the year under report, 
total deposits improved from RS 126,56 crores to Rs 146,44 crores. 
Tbe Rs 18.H6 crores (or 15.7%) rise is the highest in a year 
since 1964. Keeping up tbe rapid pace of tlic previous year, 
advances Increased by Us 10.37 crores or 20.4%, to reach Rs 
96.72 crores, The number of our depositors expanded very 
considerably, to exceed the million mark, this again being the 
beat performance in recent years. 

The above results are mainly traceable to the vigorous 
expimsion which your bank undertook, both in services, and 
areas of operation. Responding to the call of the monetary 
autlioritics for progressive monetising of the economy by taking 
banking services to unbanked and underbanked regions, we 
opened 33 new branches, a record for us in a year. Of these. 
16 are small rural centres having population of 10,000 or less, 
and 5 seim-urban centres, and in 17 among them, there were 
no banking facilities previously. The 12 urban branches we 
opened include four in underbanked States vis., Agra in UJ*., 
Jamshedpur in Bihar, Indore in Madhya Pradesh, and Faridabad 
In Haryana. The new branches, including those opened in 
the North, liave been doing encouragingly. The rural branches 
have imineiliutely entered into the spirit of the countryside, 
and have commenced making advances to progressive fanners, 
traders, artisans, entrepreneurs etc., a first step for 
inculcation of the banking habit. In the direction of attaining 
economic viability which is the chief problem connected with 
the opening of brunches in rural areas, your bank successfully 
experimented with solutions aimed at keeping down costs while, 
at the same time, creating the maximum possible impact. 

When the Bank opened its branch at Vallan, a small 
village near Tanjore, nn 30 . 5 . 1968 , it became the first bank 
in the private sector to open a one-man banking office. The 
procedures evolved and tlie response we received proved so 
heartening that we opened four more such branches, at 
Ripponpet (Shimoga Dial.). Londa (Belgaum Dlst.), Kavoor 
(South Kanara Dist.). and Bidadi.(Bangalore District). Three 
more, at Kamatgi (Bljapur, Dist.). Farangipet and Sampaje 
(South Kanara Dist.) have been opened in the current year. 
Thia ptobaWy makes tor the largest complement of one-man 


offices for any individual bank, both in the public and private 
seclora. 

It will also please you to know that our 'itinerant agents’ 
experiment, a set up in which a branch in a centrally located 
viliaj^ is able to cater to the banking requirements of a group 
of selected villages around it through visiting representatives, 
was tried out successfully. This scheme now makes it possible 
for a rural branch to treble or quadruple its area coverage 
in the extension of banking services. 1 am also happy to 
tell you that this suggestion of ours has found acceptance 
in the highest quarters, to become the forerunner of the idea 
of ''satellite branches" for serving rural areas, which has 
now been suggested for the active consideration of banka. 

Our ’Janapriya Deposits’, a scheme in which deposit receipts 
in denominations of Rs 10/- are issued at the very dooiatepa 
of rural depositors through the medium of authorised agents, 
has had a successful rtm at our Mysore State branches. This 
experience has now enabled extemdon of tbe scheme to our 
entire branch network, and introduction of the deposit in 
2 higher denominations, viz., Rs 100/- and Rs 500/-. This 
last is a recent improvement made in the light of our experience 
that quite a few people In the countryside welcome the idea 
of being able to put by larger sums at attractive rates of 
Interest, without actually having to call at the bank for the 
purpose. 

On 27th September Inst the Pongal Nayak Bank Ltd., 
Udtpi. a progressive small bank of this, our home district, 
came into our fold under an agreement of voluntary take over 
of Its selective assets and outside liabiUties. While their 
offices at Bhadravati and Tumkur were closed consequent on 
tbe transfer of the business to our branches already functioning 
In those places, we acquired 22 additional branches as a result 
of this take-over. It is noteworthy that, with the exception 
of three, all these branches are In rural and semi-urban centres. 
The further strengthening during Uie year of the marked rural 
bias of our branches network, and the spread of banking 
aervtces to previously unbanked areas, can be seen from the 
following comparative populationwiae, claSsUlcation of our 
branches 



At the 

end of 


1087 

1961 

No. of branches at centres having 



population upto 10,000 

17 

43 

" above 10,000 but less than 25,000 

69 

09 

’’ above 25,000 " 50,000 

24 

28 

" above 50,000 " 1,00,000 

SB 

37 

•• above 1,00.000 

111 

125 


247 

802 

No. of centres where ours la the only 
Commercial bank operating 


54 


Our main concern during the year waa to enlarge our 
services to small depositors and borrowers. With eome stream¬ 
lining, a deposit scheme known as 'Nltya Nldhl* depodt, wtaieb 
waa in existence in the Pangal Nayak Bank, waa appUed to 
cover our entire branch network. Thla attractive acheme 
permits sums even as small as 25 paise being paid In by a 
depositor, and if paid ip dally, will add up (with interest) 
to a tidy sum of Rs 500/< at the end of 6 years. These daily 
d^alts, are collected at the very doors of tbe depositors 
through the medium of authorised agents. It can therefore 
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z«ac4i a sizeable cross-section of people as no other type of 
deposit can. Looking at the response it has elicited at our 
branches, we expect this scheme to figure prominently in the 
mobilisation of deposits in the current and coming years. 

The emphasis in the credit policy during the year under 
review was on enlarging credit assistance to the prioiity sectors, 
viz., Agriculture, Small-Scale Industry, and Exports. .Simul¬ 
taneously, the cost of credit was sought to be lowered. With 
effect from 4.3.1961. the Bank Rate was reduced from 6 to 
S%. and the maximum interest rate chargeable on advances 
was brought down from 10 tp p.n. On packing credit 
advances to exporters, a reduced ceiiing rate of 6'; p.n. was 
uniformly fixed. Banks were also called upon to bring about 
a general reduction of 1®; p.a, in the rales charged on at 
least 80% of the total lendings. Effective from 4.3.t968. the 
di’pos't rates have also been towered by 1% p.a. in all categories 
including savings bank deposits. However, th- benefit of 
reduction in deposit rates, especially on term deposits, could 
not immediately accrue to banks, since the reduced rates would 
be applicable only on fresh deposits or renewals of old deposits. 
The need to bridge the earnings gap, and the emphasis on 
Increased credit to priority sectors, have had the effect ot 
pushing up the credit levels of banks In relation to deposits. 
Nevertheless, as you will have noted, your bank was able 
to considerably augment its earnings through Judicious han ling 
of its credit and investments portfolios, while maintaining 
a sat'sfactory liquidity position at the same tim?. The year's 
working has resulted in a higher net profit of Rs 44.4] lakhs 
(Rs 39.64 lakhs In 1967). During the year, your bunk took 
several measures for improving its credit assistance tn the 
preferred credit sectors 

In the first place, wc liberalised lending terms to Small- 
Scale Industries by redurinj margin requirements fur both 
term finance and working finance. Appreciating ths difficulty 
of limited resources facid by small units, ths bank also com¬ 
menced granting hypothe-cation advances to deserving units in 
order that their production programmes may not be hampered 
by their having to obtain key loans against shirks. To ensure 
speedier assistance, branch managers were vested with wldci 
discretionary powers to make advances to amall industries 
without prior reference to Head Office, in such exigencies as 
where larger stock of raw materials need to be acquired fur 
executing extra orders on hand, and meeting extra wages etc. 
Also, we strengtheneil our field staff tor on-thc-epot study 
of the needs of small-scale industrial units for quicker pro¬ 
cessing of their proposals. We have rivrulted two experienced 
Officers who have put in work with Small-Industry Service 
Institutes and Departments of Industries. Based at Bomb.'i) 
and Bangalore, these officers are now entrusted with enlarging 
our field of assistonce to small-scale Industries on an areawise 
approach. For instance, in Mysore State, we are wo'king m 
depth in Bangalore, Davnngere, Belgaum, Hubli. Dhurwar, 
Mangalore etc. These areas, it may be recalled, have been 
selected by the State Government for Intensive development 
of small-scale Industries. In Maharashtra, we are concentrating 
on centres like Kolhapur. Poona, Bombay City and in certain 
areas in Tbana District. 

The main problem in the matter of enlarging ciedit ass st¬ 
ance to small industries is still one of scouting really deservin* 
and technically sound units who are genuinely short of finance 
At Hubli. Belgaum. Dharwar and Gadag the Bank took, a 
novel step of conducting special exhibitions of its own to bring 
about greater awareness of the industrial opportunities available 
and to make our facilities better known to entrepreneurs. 
Representatives of the press and all registered industrialists, 
as well as those interested in setting up industries were 
Invited to visit the Exhibitions. 

The Bonk also participated in the ‘March of Mysore* 
Exhibition at Gulbarga by having a pavilion of its own. Our 
special publicity pavilion on Ute occasion of the 400th Anniver¬ 
sary <rf the Jewish Synagogue in Cochin was inaugurated by 


the Hon. Prime Minister, Smt. Indira Gandhi, and our pavilion 
at Trichur at the Golden Jubilee Celebrations of the St. Thomas 
College was inaugurated by the Hon. Shrl Damodarnn Potti, 
.Speaker of the K^'ala Assembly. 

AH these contacts arc now b^ng pursued to see in what 
way we can be of assistance ta them. 

In carrying out the objects and benefits of social control 
to tt.e people, it is the delivery paints, i.c., the branches, 
that have the key role to play. Theirs is the function as of 
capillaries in the human body, healthy capillaries being as 
nct'cssury for well-being as a strung heart. A spgclal responsl- 
bilily in this regard rests on new branches whose endeavour 
has to be to prove useful as quickly -as possible in the 
db\'eIopmeni of the respe«*tive areas and communities where 
they art' located. 

It was therefore the special endeavour of your Chairman 
and senior uffii-era during the year to watch this aspect at 
the fltxir level of the iiranches. I am glad to say that several 
of our new branches like Agra.' Fartdabud, Indore, Kondivli 
anil Vikhroii-Bombay etc., have been able to bring in mimy 
ilesirable units into -our told. The new branches are specially 
•■xhorted to be on the imik out for deserving small .borrowers, 
iiecaiiKp it is only in this wu,v that productive enterprise in 
any centre can he encouraged. 

♦ 

I am glad to say that .votir bank has adopteit a similar 
iippriiach in the rural areas, showing earnestness to make 
advances to the termers from the very beginning. Our 
appriNich in areas having water sources, but where only n 
single crop is grown, has been to see thot loans for pump-tets 
are n.ude available, so that progressive farmers may be enabled 
to raise additional crops, an essential step in increasiog food 
production all-round. It is gratifying that more and more 
farmers are availing of our loan services by way of seasonal 
(ro.'i finance, loans (or tractors, reclamation of land, building 
farm sheds, fences, purchase of bullocks, setting up ancillary 
iK-cii|-aiions like poultry, dairy etc. 

At mm'l of our rural branches, we have been grunting gold 
lnHn.v on specially lilieral terms, particularly to borrowers 
known to bt* l■ultivall)^s themselves. Our experience contirma 
that ihe.He loans, apart from tieiiig seasonal In character, are 
a sure way of reducing the dependence of farmers on the 
village money lenders, and thorofnn'. m making them progres- 
sivel.i more Imnk-minded. 

During the year, we strengthened oiir Agricuiturut Finance 
fell by taking a senior Deputy Direc-lor of Agriculture to 
fimciion as our Agricultural Adviser. We have also appointed 
agricultural graduates as extension officers to make on the 
spot visits to farms in order to spiked up the process of 
sarn'lluning loans, to wateh utilisation, and assist adherence 
to rc‘[.Hymrnt schedules. Our Agricultural Finance Winj 
stalled barely IS months ago, now has a not unimpressive record 
of having sanctioned more than 1466 loans for diverse purposes 
at branches in .S States and in the iinlun Icrrltories of Delhi, 
Goa and Pondicherry, for amounts aggregating to Rs 1.8*3 
erores not including indirect finance, finance to fisheries and 
distribution finance for fertilisers. It is our experience that 
estendirig iredit directly to the farmer in this manner h.is 
engemlcred confidence and goiaiwill much sooner than olher- 
wisi', mid we have been compensated by the increasing number 
of small savings accounts enlisted in return. 

I may In this context refer to one other field in which 
your bank took particular pains to extend its assistance during 
the year. In the small centres where we function, we found 
that there is a vasi body of self-employed people engaged 
in various productive activities, c.g., small workshops) furniture 
makers, cobblers, tailors, bakers and biscuit makers, tin smlthi 
etc., who deserve credit assistance. In the past also, we have 
considered their applications lor loans, but on individual basis. 
In the context of our Increased expansiwi in rural and semi- 
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urban mitres, we lelt impelled to twve n scheme o( assistance 
which would make it possible to more speedily grant loans 
lor encouraging any productive or worthwhile activity on a 
systematic basis. That would be a sure way ot improving 
their skills, earning capacity, standards ol living, and, U done 
on a wide enough scale, would Itself result in community 
development. It would also encourage more people to think 
of acquiring .skills, of becoming self-employed, rather than 
swelling the corridors of the overcrowded employment ex¬ 
changes, or joining the mad rush to the urban centres. 

As 0 quick way ot making an impact with such assistance, 
we hove laid down guidelines and invested the branch managera 
themselves with the necessary powers to grant loang without 
prior reference to tho Head Office. Judicious choice of borro¬ 
wers of Integrity, making sure that the purpose Is producUve 
and not inflationary, and ensuring that the loan is used for 
the purpose for which it is granted, are the precauUons enjoined. 
Every rural and small town branch is asked to make at least 
a few such loans. I am glad to say that the experience so 
far has been heartening, although, In terms of quantum of 
assistance, these loans cannot add up to much, or make much 
difference to the figures in the balance shkeL 

‘ Our quest for ways of proving socially helpful has also 
led us to finding ways and means of helping the middle class 
depositors of the bank who have been the backbone of the 
bank's deposit structure. Some of our recently introduced 
schemes are the result of such a quest. 

For Instance, we have instituted a scheme ot assisting 
doctors who wish to set up practice, specially in smaller centres. 
Our scheme envisages a medium term Instalment advance for 
purchase of equipment, medicines, a conveyance like cycle 
or motor cycle, besides permitting a certain monthly sum being 
advanced for supplementing the living expenses of the doctor 
during the first 6-12 months of his practice. There Is also a 
repayment holiday of 8-12 months after the loans arc granted. 

For our Savings Bank depositors who have demanded little, 
and hove always shown understanding and patience, we have 
instituted a scheme of occasional overdrawuigs. For allowing 
these overdrawings, discretion is vested in branch managers. 
These overdrawings are meant to meet situations that may 
occasionally arise where, owing to a delay in receipt of a 
certain credit or ottier unforeseen reason, there are insufficient 
funds to meet a withdrawal. The scheme is necessarily 
intended to meet genuine cases of hardship that may un¬ 
expectedly arise, and ia different from the type of overdrawinga 
ailnwcd for trade; and the general conduct of the account la 
of course a criterion. A scheme has also been envisaged ol 
allowing oct-asiimal overdrawings and granting loana for certain 
purposes to employees of reputed concerns whose salaries are 
paid by cheques sent by the employers directly to the Bank. 

We have also devised a scheme for grant of loans against 
consumer durables, but with a difference. We have felt it 
socially desirable to avoid loans which tend to bring about 
Inflationary pressures on prices, or. as happens in some coses, 
encourage people to live beyond their means. Our scheme 
is therefore of granting loans against durable utility articles 
which increase the income or productivity, and thereby enable 
the borrowers to repay through the increased income arising 
out of saving in costs or labour. Loans to conunerclal Institutes 
who train boys and girls, job typists, sales or press represen¬ 
tatives, schools etc., tor acquiring typewriters; to hotels, chemist 
shops, nursing homes etc., tor acquiring refrigerators, radios, 
fans, air-conditioning equipment; loans against cycles lor cycle 
hirers or to villagers who take their produce to nearby markets; 
for camera and photographic accessories to professional xihoto- 
graphers and research students etc., are some of the purposes 
covered under our scheme of loons against consumer durables. 

Since cars, scooters and motor bicycles are becoming near¬ 


necessities in larger towns and cities, a scheme cd loans for 
purchase of such vehicles to eligible borrowers, who have 
the necessary repaying capacity, has been devised, with a 
period ot upto 30 months allowed for repayment. 

While I have tried to sum up our aspirations and exertions 
during the first full year under social control, the ultimata 
problem before banks, in my opinion, is that ot aetting 
the necessary impact over wide areas and regions. This win 
call for both ingenuity and willingness to experiment It was 
in this context that I had rderred in my earlier statement to 
the need for a set up where we shall have locd saprasentattvas 
from among the leading cltisens of a village to function as 
the final delivery points for dissemination of banking s erv ices . 
1 am visualising that, in the not too distant future, it would 
be possible even to harness the skills and aervicas of 'he 
younger generation among the village money lenders, and to 
Interest th«n in taking up such propositions like starting a 
small-scale industry, service station, or a tdring unit for trac¬ 
tors and the like. This would help canalise their 
intimate knowledge of people and idaces, besides also their 
capital along productive channels, and also help devdopmaat 
and provide employmoit to peojde. With some such Unln 
alone, banks can perhaps achieve a coverage of the dimension 
required to serve India’s unbanked villages numbering 8,70,000 
in the foreseeable future. To function in this manner and 
to become an integral part of a region, it would be obviously 
necessary for a bank to conceitrato in particular areas, rbiji 
Is the latest concept popularly referred to as the “ares 
approach” or as the “area based approach”. It naturally 
presupposes that a bank should endeavour to ftU up all potential 
unbanked or underbanked centres in its own area ol speciali¬ 
sation, although opening branches in certain important capita] 
towns of commercial or industrial importance to serve os link 
centres is not ruled out. This wiU be an Important subject 
of study lor the Banking Commission that has been recently 
set up to go into the working of commeieial and co-operative 
banks, ns well as multani and other private money lenders. 
No more appropriate time could have been chosen fbr setting 
up this Commission than now, when the banks are trying to 
adapt themselves to the new changes and requirements. 

In order to assist the area based spread ol banking facilities 
in unbanked areas and for identification of potential areas 
among them, a method of surveying jointly with commercial 
banks was initiated by the Reserve Bank in the latter half 
of 1968. I am glad to say that your bank was associated with 
two such surveys, one of certain districts in Orissa State, and 
another of two dlslricls in Mysore, During the current year, 
one more such joint survey of two districts in Kerala State 
has been undertaken. 

In conclusion. 1 might say that Social Ckmtrol has not 
presented any particular difficulties to us. My thinking is 
that Social Control has infused new life and blood into tiie 
banking system. There is still considerable way to go for 
the requisite organisational and attitudlnal changes to come 
about in the rank and file of the staff of Banks, which are 
necessary for any cognisable results to become evident. 

At the conclusion of a satisfactory year of working I may 
therefore add that your Bank looks forward with 'greater 
confidence at the future. Before I close, I would refer to 
the proposed capital issue that has been thought of in the 
context of the considerable expansion in the bank’s deposit 
resources and scale of operations. And 1 look forward to the 
same generous response and partlcipatioD that our copitd issues 
in the past have unfailing:^ received. Needless to say, it will 
be our continued endeavour to deserve this confidence and 
support members have reposed in the management. 

NOTE: This does not purport to he the npoit of the proceed- 
inis ot the Ammal Geoeral Mooting. 
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of the Shareholden of the Company held at Pandyan Building, Madurai, on 24th March 1969. 


Gentlemen, 

It Is my privilege once again to welcome you to our 
Annual General Meeting, and I have great pleasure in doing 
ao. I truat that I have your permission to take as read the 
Report of the Directors and the Audited Accounts of the 
Company for the year ended 31st December IMR which have 
already been circulated to you in the prescribed manner. 

Before proceeding further, 1 must refer to the great loss 
which Tamil Nadu has recently suffered by the sad and 
untimely death in office of its late Chief Minister Thiru 
C. N. Annadurai. Amid the present uncertainties of the politl* 
cal situation in the country, Thiru Annadurai bad been 
remarkably successful in gaining the confidence of the common 
man in Tamil Nadu in his efforts to shape the affairs of 
the State and to develop satisfactory relations with the Centre 
for the benefit of all. It is our earnest hope that Thiru 
Annadurai's successors in office will succeed in bringing to 
the State, and more particularly to the industries in it, tbe 
measure of stability and prosperity which is essential for its 
progress and welfare. 

After the rising trend of profits in the previous two years, 
the results for 1968 will be a disappointment to you. Although 
the volume of sales was malntatoed around the Rs 25 crore 
level, the profit margins obtainable were very sharply reduced. 
1 urn afraid that these results go to prove that the well 
publicised difficulties of the textile Industry in the past year 
were very real, and were shared by your Company. Despite 
the good monsoon in 1967 and the consequently more stable 
prices of most commodities, the demand for yam and cloth 
continued for most of 1968 to be unusually weak. Foiced 
distress selling by a number of mills drew prices down, parti* 
cularly in the yam trade, to most unremunerative levds. 
Even BO yam stocks accumulated so that production had to 
be restricted, involving us in substantiBl payments of lay-off 
and voluntary retirement compensation. By the year end 
however our stocks were standing at satisfactory levels, and 
we had largely eliminated lay-off of available woricers. Demand 
is improving, though slowly, and given a continuing and 
general recovery in national confidmice 11 would seem ncm' 
that the recesslonBiy phase In our economy is behind us. But, 
even with a general recovery in tbe national economy, the 
Spinning Mills of Tamil Nadu are likely to be fared with 
continuing difficulty imtU there are enough power looms In the 
State to give better assurance of a market for their yam. 
The reliefs in the Excise Duties being proposed tor this year’s 
Budget will be of no significant hdp to us. Indeed in one 
Important sector of our business, the manufacture of industrial 
fabrics such as canvas and duck, the altogether excessive 
Increase in excise duty which has been proposed could have 
a damaging effect on its development. 

While we can take pride in our exports to the value of 
Rs 660 lakhs In 1968, this figure is below our record 198? 
achievement. The restrictions which had to be applied follow¬ 
ing the abnormally heavy doth exporta to the UJC. early 
in 1968 were particularly hurtful to the substantial trade we 
had eatablUhed with direct consumers there based on regular 
monthly shipments. The less buoyant economic conditions in 
the U.S.A textile trade dso brought about some reduction 
In the volume of businesa done. However this curtailment 
in the regular aqxirt bualness we bad been developing has 
led us to open up several new export connecUmu which we 
expect to ensure for us a- steady exps^on of exports. With 
the doth export quota of the UJC. now more doady regulated 
to ensure the maximum bsnatlt In earnings of fordgn exchange 


for the country, your Company expects to regain its former 
volume of this business. I am also glad to be able to assure 
you that arrangements were promptly made with our dealers 
and cusbwners In the U.K. to overcome the difficulties created 
when the British Government Introduced towards the end of 
1968 an Import Deposit Scheme on most imports induding 
textiles. The quality of our "Harvey" fabrics has happUy 
become an established feature of the Indian textile trade at 
home and abroad. 

The 1967/68 Indian Cotton season brought a wdcome 
Improvement with an outturn of nearly 62 lakh bales and some 
very good quality as well in some of the important varieties. 
Nevertheless the consequent advantage of reasonably stabto 
prices was insufficient to counter the depression in prices 
of finished goods to which reference is made elsewhere. On 
the other hand top quality cottons coitinued to command hi^ 
premia, and this reflects undoubtedly the relatlvdy short 
availability of good class cottons against the increasing demand 
for quality in fabrics for consumption, in India and in cotton 
goods for sole in export markets. The current 1968/69 Indian 
Cotton Crop, after uiitially encouraging signs, is now unlikely 
to ext s od previous levels of about 89 lakh bales, with conse¬ 
quent further pressure on the quality market. It is fervently 
to be hoped that Government, Industry and Growers will 
intensify joint activity to promote the Improvements in outturn 
per acre and quality of Indian Cotton without which the great 
potential of the Industry particularly in the field of export 
cannot be attained. 

As you may have noted from the Balance Sheet, over 
the past ten years your Mills have spent Rs 11 crores on 
modei-nisatluii and expansion. In the past year we have added 
12 imported heavy-duty Automatic Looms fo our Industrial 
Products Mill, and some further balancing machinery to the 
Bleaching and Dyeing Plant at Ambasamudram. At Madura 
we installed liuring the year the necessary plant and equijxnent 
for applying water end rot-proof finishes to oUr fabrics. 
Under the name “Savnac” these processed fabrics have gained 
prompt acceptance in the local markets, and we expect very 
shortly also to develop export markets In this Bpcclallscd fldd. 

The emphasis of the mfidernisatlon programme is now 
being applied more especially to the Spinning Mills, with the 
object of Improving productivity, and also the quality of the 
yarns we expect in future to need both for our own use and 
to sell in the Indian market and overseas against IntemaUonal 
competition. To ensure the resources to maintain thia sharp 
pace of modernisation and expansion 1 urn pleased to be able 
to report that the project for Issuing additional Debentures, 
for which your approval was sought at last year’s iUmual 
General Meeting, has been carried through. An issue ot 
7J% Debenture .Stocks for Rs 2 crores repayable during 
lBHl-83 was successfully completed towards the end of 1968. 

Last year t spoke of the Importance Of Labour co-operating 
with management In measures to increase individual produc¬ 
tivity as a result of all thla additional expenditure on better 
machines. After a year in which at times our workers have 
faced on increase in lay-off with commendoble understanding 
and appreciation of the current difficulties of the textile 
industry, it is perhaps a little ungracious to return to this 
theme. But if the vast expenditure on modernisation of 
machinery in the MtUs, which we have been making and want 
to continue, ia to bear fruit, our workers must stand ready 
to get the best production they can out of the new roschines. 
Of course it is easier to modernise machinery than men. 
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Existing practices of paying wages on fifthly or daily rates, 
and of paying the major portion of wa|is as a daily dearness 
allowance arc not easily altered however badly they handicap 
moves towards productive efficiency. I am sure your manage, 
ment in the Mills recognise that they will have to tacMe this 
problem of relating earnings to producttvlty with tte patiaice 
and understanding it requires. But it is my earnest hope that 
workers and unions will recognise that Increased productivity 
and efficiency is essential if the textile industry in India is 
not to decay. For the worker himself increased productivity, 
getting the most he can out of his machine, in terms of 
quantity and of quality, is the only sure way to hi|d>er wages 
and a higher standard of living. 

Despite the difficulties caused by the restricted offtake 
in 1968, there arc most welcome signs that the majority of 
the workers and their leaders recognise these facts of Indus* 
trial life. 'Where resistance has been met, there has been 
Agreement to the appointment of a Technical Assessor to help 
to determine the work assignmmit and the appropriate Irmrease 
in wages. I hope next year to be able to tepott good xurogress 
in this matter of vital importance to all who are concerned 
with the fortunes of the MiUs. , ,, 

The Company’s notice to shareholders dated 27tb November 
1968 advised you of the intention of the Company, subject 
to the approval of the shareholders at a General Meeting and 
the approval of the Central Government, to appohit Mr 
jr. Thomson as a Wholetime Director of the Company on the 
terms indicated in the said notice. The proposed appointment 
was to facilitate a smooth changeniver from management by 
Managing Agents, which will end on 3lst December 1969, to 
management by our Board through a Whaletime Director. With 
0 view to ensuring continuity of management your Company’s 
Managing Agents had agreed at our request to let us utiliae 
the services of Mr Thomson as the Company’s Wholetime 
Director, and to permit him to reUnquidi his office as thMr 
Managing Director if his proposed appointment was approved 
by the Central Government. As Mr Thomson would however 
continue to be on their Board, the remimcration proposed to 
be paid to him by your Company would, In terms of See. 348 
of the Companies Act, form part of the Managing Agency 
CommiSalon payable by your Company for the accounting year 
ending 3Ist December 1969. In consequence, the proposed 
appointment would not involve your Company in any additional 
management expenses for the year 1969. For the year 1970, 
the Managing Agency Commission wlU cease to be payable 
since the Managing Agency Agreement will expire on 3l8t 
December 1069. 

We have been informed that the Central Government are 
agreeable in principle to the appoinUnoit of Mr Thomson as 
Wboletime Director. As soon as tlw details are known and 
settled we will pnxsed to call the neceiisary Extra-ordinary 
General Metding to aeek your approval. 

At the end of January 1969 your Board accepted with 
much regret the resignation of Mr P. C. M. Ganepathy as a 
Director. This resignation was in consequence of the pro* 
visions of the Bunking I.aws Amendment Act 1968, Mr 
Gonapathy had been a Director of the C.ompany from 1964, 
and the Company greatly benefited by his advise and guidance. 

I know you will wish to Join me in expressing our high 
appreciatiem of the valuable services rendered by Mr Gana> 
pathy while he was on the Board, and I would add the hope 
that as a distinguished citizen of Madurai we may count im 
his continuing interest and assistance in the years to come. 

In conclusion 1 want to express my appreciation of the 
good work done by Mr J. Thomson, Mr D. E. B. Watson, all 
Senior Executives, the Stalt and Eknployees of the Company 
in meeting resolutely the problems of an awkward year. I 
am confident that there is no Company better placed than 
ours to seize the chances that will be offered by any revival 
in the fortunes of the textile industry. 

Sd/- M. A. MUTHIAH CHETTIAR 
NOTE: This doca mil purport to he a report of the proceodlaga 
or the meetiag. 
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ROURKELA: THE SECOND PHASE 


Eastern Economist has great pleasure in presenting this special 
feature on the eve of the inauguration of Rourkela Steel Plant’s expansion 
programme by the Vice-President, Mr V. V. Giri, on March 30. Mr 
K. C. Pant, Miniver of State for Steel and Heavy Engineering in the 
Government of India, has specially written at our request a reappraisal 
of the Rourkela Steel Plant which he has described as “an ever lasting 
monument" to the cordial relations between India and West Germany. 

Mr E. F. K. Haubold, Representative of West German Industry 
in India, has also described in detail the stages through which this plant 
went and how it is now poised for mcreastng its capacity on a profitable 
basts. 


Leader in Flat Products 


K C. PANT 


WHEN INDIA attained Independence more than 21 years ago, 
one ol the tirst tasks before the country was to take measures 
to overcome her economic backwardness os quickly as possible. 
The strategy of planning was adopted to overcome centuries 
ol stagnation and 1961 saw the launching ol the first live-year 
Plan with its emphasis on agriculture. The success ol the 
first Plan paved the way to a more ambitious second Plan. 
In the second live-year Plan, the emphasis was shifted to 
industry and particularly to sted industry. At the end of 
the first live-year Plan, the annual steel production capacity 
in India was only 1.6 million tonnes—production mainly com¬ 
ing from the existing Tata Iron and Steel Company, the 
Indian Iron and Steel Company and the Bhadravati Iron and 
Steel Works. 

The Industrial Policy Resolution laid down that further 
development of the iron and steel industry diould taiw place 
mainly in Uie public sector. The government, therefore, 
decided to set up three steel plants in the publle sector, each 
with an annual capacity of 1.0 million tonnes (ingot) per 
year. Rourkela Steel Plant has the distinction ol being the 
first of these three. In fact, even towards the end of the 
first five-year Plan, a 600,000 tonne ingot Steel plant at 
Rout^ela was envisaged with West German collaboration. To 
manage this idant, Hindustan Steel limited (HSL) was set 
up in January. 1064. However, soon after the agreement was 
signed, it was found that this productiim target was insufficient 
to cope with the requirements of rapid Industrialisation in 
the country, and accordingly it was decided to increase the 
annual capacity of the plant to 1.0 million tonnes and to 
disp«ise with foreign financial assistance. 

The plant was designed to meet the growing demand of 
flat steel in the country and has now been expanded to 1 .k 
million ingot tonnes capacity per year. Flat products form 
the basic raw material in the ship-building, automobile, 
locomotive, fabrication and wagon manufacturing Industrtcs 
as well as for the manufacture of domestic appliances, tubes 
and pipes,' dynamos, transformers and defence equipment 
Rourkela today meets most of the demands of these industries 
by producing wide and heavy platea, medium and low hotHroUed 
plates, hot-rolled shams and strips, cold-rolled sheets and 
strips, hot-dipped tin idates, eiecUolytic tin plates, galvanised 


sheets, high silicon steel sheets for manufacture of electrical 
^ulpment and ERW pipes of lame diameters. The plant also 
has the distinction of being the first plant in Asia to be 
equipped with the latest LD rrocess of steel making. While 
at tto* million tonne stage, the technical know-how and most 
of the equipment had to he intported from West Gennany. 
during expansion, considerable amount of material of indigen¬ 
ous manufacture has been utilised in various units. The initial 
feasibility studies, designs and the entire civil engineering 
construction work have been carried out by Indian enginecn. 
The detailed project report for expansion was prepared by the 
Central Engineering and Design Bureau of HSL which also 
sliouldered the responnlbUiUes for overnU supervision of con¬ 
struction ani conunissiunlng of now units. At the expanded 
stage, 1.8 million ingot tonnes will be rolled Into 1.234 million 
tonnes of saleable products. The principal uniU forming part of the 
expansion have been inytaUed and commissioned. The instal¬ 
lation of certain other essential facilities such as the hot 
scarfing machine and its auxiliaries, conversion of dolomite 
kun into lime kiln etc- It, however, In progreis and Is likely 
to be completed by about the end of this year. The plant 
which is presently working at the rale of 1.2 million ingot 
tonnes will produce at the average rate of 1.4 
tonnes during 1869-70, and would reach the fuU 
'■apaclty in 1970-71. 

In addition, there is at Rourkela one pipe plant wMch 
is the largest of its kind in India. This plant with an ann-m l 
capacity of 1 , 200,000 tonnes, con produce eleetric resistance 
various outer diameters ranging from 

“! .u *'!. •. growing demand 

of the oil- industry for pipes for transporting oil which were 
otherwise being imported from abroad. 

Rourkela also has one of the largest by-product hlanU 
n India desired to recover a very wide range of products 
including naphthalene, bensene, toluene, etc. 

There U also a fertiliser plant at Rourkela which utilises 
surplus nitrogen from the oxygen plant and hydrogen from 
the coke oven gas. It is designed to produce 580.006 tonnes of 
calcium ammonium nitrate, equivalent to 120,000 tonnes of nltro- 
sen per year. This plmt had, however, been working much below 
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Iti rated capacity on account «t deftelencieB in the lupply 
of hydrogen. A naphtha reforming plant haa, therefore, been 
Initalled which would supplement the hydrogen supply in the 
coke oven gas and will lead to fuller utilisation of facilities 
in the fertilizer plant. In addition, the by-product plant of 
Rourkela produces about 20,000 tonnes of ammonium sulphate 
annually, A plant has also been recently set up for the produc¬ 
tion of special steel plates for defence requirements. 

The rC'quirements of raw materials for the plant are met 
mainly from its own captive mines. Iron ore comes from 
mines at Barsuu which ore completely mechanised. Recently 
a bcneficiation plant was set up at Barsua to improve the 
quality of ore. Washed coal is received from H^'s coal 
washorics at Dugda, Bhojudih and Patherdih and also from 
the Kargati Washeiy belonging to the National Coal Develop¬ 
ment Corporation, l.imestone is obtained from the plant's 
fully mechanised quarries at Pumapani and Satna, Manganese 
ore is brought from nearby mines m Orissa, while dolomite 
is obtained from Hirrl quorry from Bhilai. To make 1.8 million 
tonnes of ingot steel, the plant needs 2.S4S million tonnes of 
coal, 1.945 million tonnes of iron ore, 1.00 million tonnes of 
limestone and 0.31 million tonnes of dolomite. 

When the government decided to set up three big steel 
plants simultaneously, one of the biggest problems was how 
to meet the requirements of a large number of engineers, 
experienced technicians and managers for the proper operation, 
maintenance and management of the steel plants. Except for 
some experienced technicians who could be engaged from other 
Industries, the plant had to depend mostly on fresh engineering 
graduates and diplomadiolders. Arrangements had, therefore, 
to be made for their training in India and abroad, mostly In 
West Germany, for the Rourkela Steel Plant Simultaneously, 
steps were taken to organise suitable training programmes In 
the country. A technical institute was, therefore, set up 
which has training facilities for 2,000 trainees every year in 


18 different trades. The institute has so far tcalnad over 
8,000 trainees. The faeiUties at the Inititute have been availed 
of by trainees from other countries such os Australia, Ger¬ 
many, Bunna, Ceylon, the Philippines, Spain and South 
Vietnam. Recently, the HSL negotiated an agreement with 
the Iranian Steel Corporation to train over 600 technicians 
at the HSL institutes. Some of these trainees would be 
trained at Rourkela. 

Spread over an area of 48 sq. km., the plant has a modem 
townshh) wlttj the requisite facilities. Over 18,000 quarters 
have been built with modem amenities lor the convenience 
of the employees. There is a well-equipped hospital with 480 
beds and five health centres. Liberal education facilities have 
been provided. 

West German Help 

All this would not have been iMssible without liberal 
aid and supply of plant, equipment and technical know-how 
from West Germany. The total capital expenditure incurred 
up to March 31, 1988 on the plant including township, mines 
etc., came to Rs 3807,7 million of which the foreign exchange 
expenditure accounted for Rs 1812.8 million. The expenditure 
on the fertilizer plant incurred so far comes to Rs 211.4 million 
including a foreign exchange component of Rs 87.6 million. 
The foreign exchange expenditure was largely met from credits 
extended by the West German government Apart from 
financial assistance, India is indebted to West Germany for 
the supply of plant, equiinnent and technical know-how. It 
is one of the gratifying features of this Indo-Gorman colla¬ 
boration that the West German government has not been 
content only with these supplies, but has been taking 
continuing interest in the plant’s operational and production 
efficiencies. 

Becau.se of the heavy investment and strategic significance 
of steel in Industrial production, there is a legitimntu demand 
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STEEL 


is vital to India's economic development 


As industrialisation proceeds, the country 

needs a continuous supply of ^eei- 

for hfsyy machinery, for large-scale construction 

tp build the frame-wori^ of in Industriol 

ecotiomy- 


In 1950<^1, India was producing 1.7 million / 
tons of pig iron. 

In 1967-98 this figure had risen to 7.0 million tons. 


A substantial share of this tacreased 
production was contributed 1^ plants- 
like Rourkela, Tata, Mysore Iron & Steel, 
India Iron and Steel etc. • which for almost 
half a century have been supfHIfd 
with equipment by German industries. 
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aiul escperfation that these plants should be mniiaised properly, 
should work efficiently and generate adequate i-esourccs. It 
is also a fact that in many cases these expectations have not 
been fulfilled. There has, therefore, been a critical appruisel 
of the performance of HSL in several quarters, including Par¬ 
liament and a plethora of suggestions has been made tor stepp¬ 
ing up production to the rated capacity, checkbig wastages, 
reducing the cost of production and increasing the profitability 
of these plants. Such criticism shouid not only lie welcomed 
but encouraged so that there Is no slackne&s in constructive 
efforts at continuing Improvements. It is equailv nui-essury 
that the criticism should be W'ell informed and based on a 
complete appreciation of the various factors irivolveil. 

High Capital Cost 

It is not widely known that for various reasons, the 
capital cost of these plants is considerublv hUh with conse- 
Quential high capital-related charges. Till March 1. 19U4, 
price.s of all categories of steel were controlled and the profit 
and loss of the steel plants under the HSL was dependent on 
whether or not the controlled price was adequate consistent 
with capital investment. These prices had been fixed by the gov¬ 
ernment in 1962 retrospectively from 1960 with reference to 
the recommendations of the Tariff ComniLssion on a standard 
block largely based on the block of older plants. The average 
caoital bl(K'k for salable steel of HSL plants even at the end 
of the present expansions would be significantly higher, hi 
this scheme of prices, the provision for capital related charges 
is. therefore, inadequate to cover the actual provision which 
HSL 1$ obliged to make by virtue of its higher capital block. 
Although steel prices have been decontrolled from May 1, 1967, 
the ruling prices arc still geared to the price structure ori¬ 
ginally laid down in 1962 and the government ha.s been reluc¬ 
tant to allow any sharp increase in order to keep steel prices 
at a reasonable level It would be ol interest to mention that 
the HSL had till 1967-68 made a total provision of nearly 


Rs 2,842 million on account of depreciation and had paid to the 
government interest on the loan capital to the extent of 
K.S 1.162.90 million. 

Another significant factor Is that the product patterns of 
the public sector steel plants are oriented towards develop¬ 
mental ie<iuirtments of the country and are. therefore, suscepti¬ 
ble to any decline in internal demand induced by any slowdown 
ill the rate of ei'onomic growth or pause in planning. Recession¬ 
ary tendencies which came into evidence soon after the Indo- 
Pakistan conflict in September 1965 led to a sizable shortfall 
fa\ production and considerable underutllisnlion of capacity. 
Rourkela, along with Durgapur, also suffered on account of un¬ 
satisfactory Industrial relations. Rourkela Steel Plant which 
had earned profits in 1964-65 and 1965-66 incurred a loss In 
1966-67 and 1967-68. For various reasons, the plant will sus¬ 
tain a loss during the current financial year also, hut with the 
revival of eionomy and of industrial growth and the comple¬ 
tion of the current expansion programme, it is looking forward 
to a much lietter record of production, despatches and finaneial 
results from the year 1969-70 onwards. Management at the 
plant and at the headquarters of the HSL has in hand B' 
number of remedial measures which should start yielding 
tangible results from next y-ar onwards. In these efforts, we 
have also to acknowledge the contribulioii which Is being made 
by the West German government In arrapging for deputation 
111 qualified and experlenred technicians to help the Indian 
engineers l<i acquire on-the-job skills so necessur.v in the opera¬ 
tion and maintename of fa.st-moving and sophisticated finishing 
mills and for the attainment of rated rapacity operatioas on a 
consistent basis. 

I'tourkeln Sind Plant would be an everlasting monument 
to and exemplifies the cordial relations which exist between 
the people of the Federal Republic of Germany and this coun¬ 
try. I have no doubt that simitar co-operation and assistance 
would lie forthcoming in the further expansion of the steel 
industry in the -country. 


A Case-Study in Indo-German Collaboration 

E. F. K. HAUBOLD 


THE FORTHCOMING inauguration of Hourkela’s expansion to 
1.8 million tonnes of steel (ingot) will highlight the perform¬ 
ance of a steel plant that has been heavily criticised hi Its 
early years, praised for its high efilctency and high profile 
later on. and which is now poised for a fresh takeoff. 

Rourkela II, as this expansion is popularly railed, mcaas 
more sophisticated steel products for India's modern industries, 
a minimum of 1.24 million tonnes of finished .steel every year 
such as wide and heavy plates, hot rolled sheets, cold rolleii 
sheets, hot dipped tinplates, electrolytic tinplates, galvaniseil 
sheets and electrical steel -sheets. These arc flat products, vital 
for .shipliuUding, containers, boilers, defence purposes, auto 
mobile bodies, tube making, refrigerators, airconditioners, 
packaging and canning Industries, Rourkela was the first stwi 
plant In India to be entirely baseil on flats and will have this 
dlst’inction for some more years until Bokaro becomes opera¬ 
tional 

It all started In 1953 when India had already einbarkisi 
on the first five-year Plan and the total output of ingot steel 
was a mere 1.5 million tonnes per year. Tht Government of 
India asked two West German equipment suppliers, DEMAG 
and Fried. Krupp to submit a project report for a half-million 
tonne steel plant. While this was initially a straight invest¬ 
ment proposition, the government soon after decided to raise 
the capacity to one million tonnes and have the new plant in 
the public sector. Consequently, Hindustan Steel Ltd was 
established In early 1954, the consulting agreement with 
DEMAG and Krupp continued, and the site at Rourkela was 
selected. 

Shortly after, Britain offered to set up a steel plant at 


Durgapur, to l)i> followed by a similar Russian proposal for a- 
plant at Bhilai, e.ieh with a capacity of one million tomie.s. To 
this was added the alloy steel plant at Durgapur with Japanese 
collaboration and thus Hindustan Steel look its present form. 

HSL has incrca.'ied India’s steel producing capacity to 9' 
million tonnes per annum and ranks 24th among the largest 
.steel procluixTS In the world. The situation was quite different 
from that in 19,56, when the first German engineers arrived at 
Rourkela where Hindustan Steel’s first complex was to be 
locatcxi. They liad to live in tents and work in temperatures 
soinclimcs as high as .50 dngrce.s C in the shade. Water was 
hard to get, hail even to be bought, wliile Rourkela now con- 
'.umes 40 milliun gallons of water every day. Whai is now a 
modern steel town with houses and ail amenities for lOO.OOt) 
people, was then a green field area, with no previous indus¬ 
trial background comprising about .10 hamlets inhabited by 
tribal Ailivasis— quite a few of whom have now been trained to 
hancilo intricate machinery. 

For setting up the integrated steel complex, 306,600 tonnes 
of West Gennan equipment and machinery were unloaded at 
Indian ports, mainly Calcutta, and transported by train to 
Rourkela. Thirty major West German firms and more than 
60 Indian civil engineering companies were engaged in eon- 
struction work and at the peak period about 1,500 German en¬ 
gineers and technicians took part in the erection. After three* 
years, in .lanuary 1959. Dr Rajendra Prasad, the then President 
of India, inaugurated the tapping of iron for the first time at 
Rourkela. 

With this, however, the real problems only began. Lack 
of co-ordination led to delays in the completion of several units. 
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'I'he steel plunt ruuld nut take up full itfoduction at tbe time 
•iriginiill> scheduled. In fact, Kourkcla was showing all the 
maladjustment symptoms of a vast and highly sophisticated 
imlustrlal complex grafted on to a society which was just on the 
brink uf industrinlisation. These problems were more marked 
in Hourkela than elsewhere tiecuuse the Germans had, among 
other things, introduced the then very new, more efficient but 
also more sophisticated and complicated LD-oxygen process of 
steel making. 

When public opinion in India became aware of thi.s, angry 
t|ue.stion.s were asked in Parliament and Rourkeia was named 
the "sick child" of India's young steel industry. Alsu the Ger¬ 
man public began to question the wisdom of having supplied 
the most modern equipment available to a developing country. 
Reports of the troubles brought a team of West German ex¬ 
perts to the spot who succeeded in overhauling production 
methods improving maintenance and training a considerable 
number of Indian counterparts. Shortly after, tlie important 
iveakthrough was achieved. While In 1961-82, the first year 
of full operation, production of saleable steel was n meagre 
186,000 tonnes against a rated capacity of 720,000 tonnes, out¬ 
put jumped to 486,000 in 1962-63. Since then. Rourkeia h.'i.s 
never looked back. In the following year, production rose to 
563,000 tonnes, reached 696,000 tonnes in 1964-65, and exceeding 
the rated capacity by nine per (»nt, registered 786,000 tonnes in 
1965-66. 

Even sceptics now admitted that the original decision by 
West German firms to supply the most modem equipment and 
machinery to Rourkeia, was a well-founded and farsighted one. 
The steel complex at Rourkeia has the distinction of being the 
first one in Asia and third in the world which introduced tbe 
revolutionary L.D. (Llnz-Donawitz) process of oxygen steel 
making by which steel U made at the rate of one tonne per 
minute by blowing pure oxygen into the mollen bath. Pioneer- 
erl a.s early as 1924 by Gllil-Gutehnffnungshuette of Oberhau- 
sen, it wa.s only after World War II that this process was intro¬ 
duced by Vocst of Austria on n commercial scale. From 1.5 
per cent in 1958, the share of oxygen steel in world steel pro¬ 
duction has risen to about 20 per cent today and is expected 
to reach 30 to 40 per cent in another five or ten years. 

Competitive Edge 

While this already gives Rourkeia a isinsiderable competi¬ 
tive edge, H gains further by having a widely diversified pro- 
rluction programme. Its fertilLser plant with a capacity of 
560,000 tonnes is probably the largest attaclied to any steel 
plant In the world. And its Munncsmann-built pipe plant can 
manufacture large diameter pipes to API specifications. Most 
important, however, for the future profit potential of the steel 
complex i.s the (act that Rourkeia produces flat products only, 
with a (untinuous hot strip mill and a tandem mill introduced 
to India (or the first time. 

While the demand pattern uf steel in the initial stages of a 
country's industrial development consists mainly of structurals, 
rolls and other merchant products, it gradually changes as more 
.sophisticated machineries, cars, refrigerators, uirconditioners 
and the like ar«> required. This change increases the demand 
fur flat nroducls. In fact, in most of the industrialised coun¬ 
tries, flat products cniilrlbute to nearly 70 per cent of the total 
steel production. 

This, clearly, is the main reason for Ruurkelu'.s rather uni¬ 
que economic position fur the years to come; it will not face 
any dearth in demand. The future demand pattern was also 
the main constderatinn when the expansion of the .steel plant'.s 
capacity from 1 million to 1.8 million tonnes was decided upon. 
Rourkeia II therefore docs not involve an addition to the exist¬ 
ing hot rolling mills but concentrates on expansion of the cold 
rolling capacity, thus enabling it to produce even more sophis¬ 
ticated flat products In fulurc. 

Rourkeia II includes a number of units that arc new not 
only in India hut to Asia as well: a five-stands tandem mill 


(built by Siemag), twin-stand skin puss mill (by DEMAG of 
Duisburg), electrolytic tinning line (DEMAG) and two conti¬ 
nuous galvanising lines. While most of the motors and drives 
for these huge roiling mills were supplied and installed by 
AEG-Telefunken, the other large electrical combine of WeU 
Germany, Siemens AO, was responsible for the new power 
plant, a Rs. 43 million project to increase the capacity from 73 
MW to 125 MW. On the stetdmaking side, a new blast furnace, 
fourth in a row, with a capacity of 1,500 tonnes per day was 
added by GHH-Gutchoffnungshuette. Fried. Krupp and Voest 
built two new converters for the steelmelting shop with a capa¬ 
city of 6Q tonnes each. 

The 1.8 million tonne plant has cost India Ks 3700 million, 
including mines, township and infrastructure. The entire foreign 
exchange requirements were met by West German government 
loans, amounting to 660 million D-marks for the first stage, 
and 400 million D-marks for the second stage. There is no 
doubt that this joint venture lent considerable impetus to the 
development of industries of both India and West Germany. To 
a number of German firms it brought the largest single orders 
they ever received and the number of German subsuppliers is 
estimated at about 3,000. Equally important is the fact that 
this expan.'^ion to a great degree utilised indigenous sources, 
Indian design organisations and Indian steel. 

Boost to Industries 

Thus, whUe Rourkeia gave a considerable boost to Indiah 
engineering and construction Industries, it has also transformed 
the economy of one of the most backward regions in India. 
Tbe tribal population living within hundreds of miles of tbe 
plant has immensely benefited from both expansion program¬ 
mes. Spread over an area of 13,656 acres, what Is probably the 
best industrial township in India houses about 100,000 people, 
31,000 of whom are directly employed with the steel plant, its 
mines or the fertiliser factory. The stccltown has a modem 
400-bcd hospital and all educational facilities, including an 
engineering college and a large HSL-owned training institute. 

With its rather sophisticated product mix, Rourkeia from 
the very beginning was in a position to contribute to India's 
efforts on the export front. Hot nillcd coils from Rourkeia 
have been exported to the USA, pipes to New Zealand, Austra¬ 
lia and the west Asia and pig iron to Japan. Only recently 
the plant has developed a new quality steel for manufacture 
of frigatc.s. While In 1967-68 the total export of Hindustan 
Steel wa.s Rs 316 million, it will tx> over Rs 400 million in 
1968-G9. Rourkeia alone contributes Rs 200 million to the 
national exchequer by way of excise and customs duties. 

While the profit picture over the last two years was not 
at all satisfactory, due mainly to labour unrest, shortcomings 
in maintenamv and problems arising out of the need to co¬ 
ordinate an existing plant with new expansion units, all is 
now set at Rourkeia for a fresh takeoff. The plant already in 
December last year registered another record production, hopes 
to reach almut 1,6 million tonnes of ingot steel by the end 
of this year, thus assisting HSL in raising its entire output of 
finished steel by 27 per cent during 1069-70. Considering the 
fact that the plant breaks even at about 80 per cent of the 
rated rapacity, the estimate that Rourkeia will earn a profit 
to the tune of Rs 10 million by the end of 1969-70 seems to be 
not over-optimistic. 

Present indications are that the management would try 
to stabilise production at the 1.8 million tonne level and consi¬ 
ders this the most Immediate task. Both Indian and German 
engineers at Rourkeia are, however, of the opinion that pro¬ 
duction of ingot steel can easily be raised to 2 million tonnes 
or even 2.:! million tonnes by a^ltion of some balancing equii»- 
ment like continuous casting, oil bijection for blast furnaces and 
incrca.sed use of sinter feed. Beyond this, the plant at Rour¬ 
keia can be expanded Up to about 4.S million tonnes capacity 
and still be an integral complex. And it is rather safe to 
assume that this will happen In due course. 
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Tht Grindwall—Norton collaboration 
..tho merger of two great leaders. 

Grindwell—leaders and pioneers of the 
abrasive industry In India. Norton - the largest 
abrasive manufacturers in the world. 

What happens when two great leaders 
combine 7 This is what happens. 



international technical shills are 
harnessed to manufacture better abrasives. 

International research facilities are 
harnessed to national progress. 

International marketing know-how is harnessed 
to earn the country foreign exchange. 

And ail this finally means, better made, longer 
lasting and safer products for your use. 


BRINOWBU. 

Musmuma 

Army aiMl Navy ■Mf.illBliataM OaedM RA, aeniSsH* 
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SELF-SUFFICIENa IN FERTILIZER 

OR TRIGUNA S«n, Minister lor Petroleum and Chemicals and 
Mines and Metals, while addressinK the general managers ol 
all the units ol the Fertilizer Corporation ol India, 
stated that indigenous taiont and technology should be 
utilised to the maximum extent possible in planning, develop¬ 
ment and production ol fertilizer in the country. The lertl* 
lizer units in the public sector should achieve lull-rated capacity 
in the earliest possible time and sell-sulliciency in the produc¬ 
tion ol fertilizer should be achieved by the end of the fourth 
Plan, he added. To meet the requirement of raw materials 
like rock phosphate and gypsum, be stated, fresh regions 
should be explored speedily by the Geological Survey ol India. 
Already, be added, we have been able to find very good depo¬ 
sits ol rock phosphate in the Rajasthan rei^on, particularly 
Udaipur. The availability ol new mineral resources would help 
in cutting down the cost of fertilizer. The minister also in¬ 
tends to meet the producers ol fertilizer in the private sector 
to bring about better co-ordination between the two sectors. 

COAL.BASED FERTILIZER PLANTS 

It has been decided to examine quickly the feasibility of 
setting up three coal-based fertilizer factories in the public 
sector with a total annual Installed capacity of 684,000 tonnes 
in terms ol nitrogen. The sites under consideration are Korba 
(Madhya Pradesh), Ramagundam (Andhra Pradesh) and Tal- 
cher (Orissa). Besides, there is a proposal to set up a coal- 
based plant near Kamptee in the private sector. All the fac¬ 
tories will use coal as raw nuterial. The entire demand for 
coal for the factories will be met by the collieries already 
developed nearby. The planning, designing, engineering, pro¬ 
curement, construction and commissioning of the plants in the 
public sector will be done by the Fertilizer Corporation of Indio 
with the help ol engineers from within the country. The Plan¬ 
ning and Development Division of the Corporation is expected 
to play an important role in this programme. The present in¬ 
stalled capacity of nitrogen in the country is 1.02 million 
tonnes. By the end of the fourth five-year Plan, the total 
rapacity of the current schemes is likely to raise the produc¬ 
tion of nitrogen to 2.60 miUion tonnes against the expected 
demand of 5.15 million tonnes of nitrogen, leaving a gap of 
2.54 million tonnes. The coal-based plants will help substan¬ 
tially in bridging the gap. 

Recently, a team of experts visited some foreign countries 
to examine the economies of coal-based technology. The team 
visited Turkey, West Germany, Spain and the United Kingdom 
and had discussions on different systems of coal gasification. 
The experts have recommended adoption of the Koppers Totzek 
process for coal gasification as it is eminently suitable for pro¬ 
duction of synthesis gas for ammonia. The process is readily 
adaptable to a variety of solid fuels with varying coking 
characteristics, ash contents and ash melting points. The team 
has concluded that the plants baaed on this process arc not 
difficult to erect and maintain. The expected scarcity of 
naphtha and the availatdlity of indigenous coal, therefore, 
made it necessary to consider planning part of additional ferti¬ 
lizer capacity based on coal. Each of the three coal-based 
plants will have an annual capacity of 2J!8,000 tonnes in term 
of nitrogen. Roughly, the cost of each plant would be 
Rs 70 crores with a foreign exchange component of Rs 20 
crores. 

NATIONAL CREDIT COUNCIL 

The National Credit Council, a poUcy-enaklng body in regard 
to credit policy, recently recommend^ the liberalisation (d 
credit for smaU operators in the transport trade. The council 
atao proposed that commercial banks should open branches in 
aS toems with a population of 10,000 and over by 1870. These 
declaiomi ware taken in pursuance of the recommendatiaas of 


Winds 

study groups set up by the eouncU. Another policy direction 
from the council was that banks diould expand their involve, 
ment in the retail trade and also give greater attention to 
the credit requirements of the small-scale induslries. It recom¬ 
mended that credit to small-scale road operator^ should be 
treated on lines similar to credit to smaU-ecale industries. 
Such credit is likely to be extended not only to bus and taxi 
operators, but also scooter operators. So far, operators have 
had to rely on hire-purchase (Ampanics. 

KESORAM’S CELLOPHANE FOR SYRIA 

Kesoram Rayon shipped a token 9-tonne consignment of 
cellophane to Syria on March 21. This is the first time that 
we are sending cellophane to that country. Mr K. K. Khcmka 
president, Kesoram Rayon, said the Syrian order was won 
against severe competition from industrialised countries ol 
the west and Japan. Kesoram could develop a big overseas 
market provided the meagre 10 per cent subsidy was increased 
to 40 or 50 per cent, he said. The cost ol production was so 
high that this company had to sell 0 tonne at a price below 
Rs 50,000 which within the country would letch Rs one lakh. 
11 the government gave 50 per t«nt subsidy tl^e company would 
be in a position to earn foreign exciiange amounting to one 
crore rupees. 

SPUN PIPE EXPORTS 

Kesoram Spun Pipes and Foundries has secured foreign 
orders worth Rs 1 crore. Recently, the company also bagged 
orders worth Rs 45 lakhs from Tanzania and Ceylon against 
stiff global competition. The company has already executed 
Rs 60 lakhs of total export orders secured. The Cast Iron Spun 
Pipe Manufacturers' Association has sent a proposal to the 
Government ol India on export. It has suggested that live 
delegations at intervals may bo sent to various developing 
countries which are expanding their water supply schemes. 
In May, a govemmentHiponsored delegation is scheduled to 
tour West Asia and African countries. 

MORE TEA FOR U.A.R. 

The UAR will raise the celling for import of our tea during 
the year ending June, 1069. This was announced by Dr Hady 
£1-Maghraby, UAR Deputy Minister for Supply and Home 
Trade, when he met Mr B. R. Bhagat, Minister for 
Foreign Trade, recently in New Delhi. The stepping uD ol 
trade between the two countries, possibilities ol exporting more 
of our non-traditional items to the UAR and prospects of joint 
ventures were the main features of the talks. 

DUTY ON BELTIN6 

In a representation made to the Finance Ministry, the 
Rubber Belting Manufacturers' Association of Delhi has pointed 
out that the proposals to reduce the percentage of rubber com¬ 
pound from 40 to 25 for the purpose of calculation of excise 
duty on rubber belting and to change the excise levy on grey 
canvas (an important component of rubber belting) from speci¬ 
fic to ad valorem basis will wipe out the imall-scale sector 
in this line of manufacture. As a result ol the first proposal, 
there will be left hardly any unit whose products will not 
attract excise duty. The Association has estimated that the 
net effect ol the changes proposed by the Finance Minister in 
the excise levy on grey canvas and finished belting will be to 
raise the incidence of indirect taxation to 33 per cent of the 
value of beltings. Besides the IS per cent excise and three per 
cent special duty on the finished product, the various raw mate¬ 
rials that go Into the manufacture beltings have to bear 
excise burden to the following extent: grey canvas 16.25 per 
cent ad valorem, rubber 30 palse per kg. (ce.ss), zinc oxide and 
titanium dioxide Rs 238 per 1,000 kgs; solvent oil Rs 501 per 
1,000 litres; and processing cottem fabrics IS palse per sq. 
metre. In addition to ttds, rubber beltings ere liable to local 
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■alea tax at the rata of five per cent and central aalei tax at 
the rata of 10 per cent from imreglitered dealen and thiae 
per cent from registered dealers. Hm association taels, that 
every smaU-scale producer of belting if be has to mnoin in 
business, will have to find resources ranging from one lakb to 
three lakhs of rupees payable by manufacturers in the first 
instance. The recovery from the consumers takes place only 
alter the sales ore effected. Arranging of such large funds may 
not be possible lor most small-scala units in the present tight 
money conditions. 

TECHNO-ECOKOMIC TEAM TO MAURITIUS 

This country proposes to send a team of techno-economic 
experts to Mauritius to decide what industries should be 
set up there, the Minister for Foreign Trade, Mr B. R. Bhagat, 
revealed recently. He indicated that the Mauritius govern¬ 
ment welcomed the participation of foreign Investors, includ¬ 
ing those from this country, in their local industries. So far 
only one firm had submitb^ an application to set up a unit 
in Mauritius to manufacture marble mosaic tiles and rolling 
shutters. The government bad approved the proposal. Mauri¬ 
tius had offered permission for the transfer ^ dividends and 
repatriation of foreign capital invested in Matuitius; an assur¬ 
ance that the Mauritius government would not compete with 
any industry which may be set up by private entrepreneurs; 
provision for the imposition of protective tariffs, where need¬ 
ed, and exemption from customs duty on the import of raw 
materials for approved industries. From our government, 
the entrepreneurs would be eligible lor import replenishment 
against machinery exported as part of their equi^ participa¬ 
tion, as admissible under the rules. Mr Bhagat added that 
this country was anxious to develop economic and other 
relations with Mauritius. He confirmed that a textile manu¬ 
facturer was trying to set up a mill in Mauritius. The appli¬ 
cation from the party would be considered when it was 
received, 

MARKETING SURVEY IN EUROPE 

The Indian Council of Foreign Trade, Bombay, has pro¬ 
posed to sponsor a six-man delegation of marketing executives, 
representing engineering, chemical and textile industries to 
east European countries to explore the possibilities of stepping 
up exports. The membership of the team is being finalised. 
The delegation is expected to leave in May. Mr Manubhal 
Shuh, President of t^ Council suggested the formation of a 
small committee to investigate matters like export incentives 
and the setting up of the Incentives pool. 

PRICES OF FOODGRAINS 

The recommendation of the Agricultural Prices Qimmla- 
Sion to reduce the procurement prices of wheat by 0 per cent 
for the coming season and the budget proposols to tax sugar 
and fertilisers and other items were criticised by Members 
of Parliament at a meeting of the Informal Consultative 
Committee attached to the Ministry of Food, Agriculture, Com¬ 
munity Development and Co-operation, held recently. 

Some members also expressed the fear that the cumulative 
effect of these measures might prove a disincentive to the 
farmers who arc at the moment engaged in stepping up 
production. They pleaded the case for increasing the procure¬ 
ment prices of foodgrains and other agricultural produets. 
At any rate, they added, the prices should not go down below 
the last year's level as the cost of production and prices of 
inputs Including labour were going up in a steep way. 

Replying to these suggestions, Mr A. P. Shinde, union 
Minister of State for Food, Agriculture, Community Develop¬ 
ment and Co-operation indicated that it was the policy of the 
government to give incentive and r«nunerative prices to tbe 
farmers. It was this assurance of handsome returns to the 
primary producers that proved a great incentive for higher 
food production in the last three years. He assured the 
members that all the factors would certainly be taken into 
consideration by the chief ministers when they meet in the 


capital on April 3 for considering the proposals of the Agri- 
cultursil Prices Commission regarding the procurement target 
and prices of raU cereals. 

WORLD STEEL OUTPUT 

World steel production increased by 55.3 per cent between 
1860 and 1968 and now amounted to 530 million tonnes annual¬ 
ly, according to the West German Industries Institute. Leading 
other countries in steel production was again tbe United States 
which produced 123.5 million tonnes last year, an increase since 
1960 of 34.4 per cmt. The second largest steel producer was 
the Soviet Union whose mills turned out 106 million tonnes an 
increase of 62.6 per cent during the whole period. 

VANASPATi PRICES 

Vanaspati prices have been revised with effect from March 
23, 1069, due to a rise in the price of groundnut oil in the last 
15 days, according to an official release. Tbe maximum retail 
prices of vanaspati in the different paCk-ilzes, and when sold 
loose, exclusive of sales tax and other local taxes, will be 
as under: 


Zone 

16 kg 

4 kg 

2kg 

Loose per kg 

North 

7a70 

20.79 

10.85 

4.77 

South 

76.39 

20.23 

10.57 

4.63 

East 

78.06 

20.60 

10.77 


West 

76.45 

20.24 

10.58 

4.63 

U.S. 

ANBASSDOR 





Former Senator Kenneth B; Keating will soon be nominated 
by President Nixon to become US Ambassador to this country. 
Tbe 6S-year-old liberal Republican was a Congressman for 
18 years until he was defeated by the late Senator Robert 
F. Kennedy in a contest for a Senate seat from New York 
ir 1964. He served 12 years in the House of Representatives 
before becoming a senator in 1958. Mr Keating is now an 
Associate Justice of the New York State Court of Appeals. 
He spent three years in this country during World War II as 
a colonel. 

NATIONAL INCOME OF JAPAN 

Japan’s gross national product amounted to 43116,700 
million yen (US $119,800 million) for the fiscal yeu 1967, 
showing an increase of 17.5 per cent over tbe preceding year. 
During the fiscal year 1968, the gross national product has 
been estimated at 50,570,000 million yen (US $140,500 milliim). 
The gross national product during the fiscal year 1969 is 
expected to reach 57,860.000 million yen (US $160,700 million) 
showing on increase of 14.4 per cent over 1968 in unmiTia) 
terms and 0.8 per cent in real terms. 

Japan’s per capita income will be the highest in the world 
well before the end of this century, according to a statistical 
survey conducted by the Finance Ministry of Japan. It was 
predicted that Japan will overtake Sweden in per capita income 
with a figure in excess of $14,438 by 1892. The survey sug¬ 
gested that Japan could possibly pass Sweden as early as 
1988 If all goes well with the nation’s economy. Herman Khan, 
director of the Hudson Institute in the US, recently reported 
that Japan would rank first in per capita tnrnm» by the 
year 2001. 

NIU FOR MIGRANTS 

The union government has sanctioned a sum of Rs 10.7 
lakhs to the Government of Uttar Pradesh for being advanced 
as loan to M/s Madan Industries Ltd. Tbe amount is to be 
utilised for setting up a spinning mill at Haatl ngp u r as a 
measure towards rehabilitation of new migrants from East 
Pakistan and repatriates from Burma and Ceylon. Under the 
terms and conditions of the loon the company wiU recruit ail 
unskilled workers and as many skilled and semi-skilled work¬ 
ers as possible, from amongst the above mentioned categories 
sponsored by the government 
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Coitipany Affairs 


BANK OF BANODA 

THE BANK oi Baioda lad during tbe year ended December 
31, 1988 recorded a turnover ol Rg 22.05 crores aa against Be 
19.35 crores during the mmrious year. Of this, income from 
interest a^d discount amounts to Rs 19.09 crores. Earnings 
on account of conunission and brokerage is slightly higher 
at Rb 2.90 crores as against Rs 8.60 crores last year. Aa 
against this the bank paid Interest on deposits and borrowings 
amounting to Rs 11.75 crores. The bank's profit, subject to 
provision for bonus to staff, la dii^tly higher at Rs 92.80 
lakhs compared with Rs 92.16 lakhs in 1967. Its deposits 
crossed the Rs SOO^rote mark and amounted to Rs 314 crores 
at the end of 1966, against Rs 276 crons at the end of 1967. 
Its advances Incnased by Rs 21 crores to Bs 196 crores. During 
the year, the bank opened 28 branches, raising the total number 
of branch offices to 332. The directors of the bank have 
proposed that the term of Mr N. M. Chokshi as its chairman 
be extraided from June 30, 1969 to October 31, 1969. They 
also recommended that Mr M, G. Parikh, general manager, 
should officiate as chairman when Mr Chokshi avails of his 
leave and proposed to appoint him chairman when the latter 
retires. 

E.I.D.—PARRY 

Mr H. V. R. lengar. Chairman, E.1J3.—Parry Ltd, in a state¬ 
ment circulated to shareholders on the occasion of the annual 
general meeting of the company to be held on March 31, 
1969, Indicated that net profit of the group before taxation 
for the year 1968 was highest for the last several years and 
nearly 35 per cent higher than last year. Net profit during 
1966 was Rs 123.49 lakhs, during 1967 as much as Rs 200.30 
lakhs and during 1968 it was over Rs 269 lakhs. The factors 
that helped in the achievement of increased profit were 
improvement in the prices of sugar as a result of permission 
to seU a part of the production in free market, increased 
returns in the ceramics division and additional income from 
sbinping and clearing services. He added, however, that 
certain items of expenditure recorded a sharp increase such 
as interest charges for increased working capital, administra¬ 
tive expenses and liberalised pay scale structure introduced 
iast year for the clerical and subordinate staff. He pointed 
out that requirements of working capitol Increased particularly 
because of the handling of fertilisers produced by Coromandel 
Mr lengar indicated that in spite of the drought conditions 
in the areas where the company supplied fertilisers, it was 
possible to maintain a lead and the company Increased its 
business over the previous year to the extent of 20 per cent. 

In the context of sugar, Mr lengar stated that the 
company factories were being asked by the authorities, under 
pressure from the growers, to pay a larger price than the 
minimum cane price which remained the same as last year-— 
Rs 78.30 per tonne. He added tiiat the industry did not 
grudge the payment of reasonable returns to cover the cost 
and normal risks that went with agriculture, but unfortunately 
the industry was being asked to pay to the grower most of the 
gains derived from the consumers. Mr lengar revealed that 
output of sugar at Nelllkuppam factory during tbe year 1968 
was 44,910 tonnes, showing an increase of 25 per cent over 
the previous year's production of 35.954 tonnes. 

Mr lengar stated that tiie company had certain schemes 
for examination to widen th«. scope ot its operations and one 
of these was the basic manufacture of huecticides. Tbe 
company did not succeed in getting know-how from abroad 
but the chairman added Rut a laboratory process bad been 
developed in the Central Food Research luboratory at Mysore, 
but tbe extent to whi«di this could be exploited was not clear 


to the company. Mr lengar further stated that the company 
had already put up two seed processing units in Tamil Nadu 
which had started operations. The company also was putting 
up a cattle feed manufactwrlng unit which was expected to 
go into production during the current year at Eunore. The 
directon were also actively investigating several other projects, 
he added. 

COROMANDEL FERTILISERS 

Dr Bharat Ram, Chairman, Coromandel Fertilisers Ltd, 
indicated at the annual general meeting held recently that the 
first year of the company's operation was marked by consider^ 
able success in the working of the plant at Visakhapatnam 
though it was marred by Irregular electric sumily, transport 
bottlenecks and faUute of monsoon in the area marketed by 
the company. 

The Chairman stated that tbe output of urea began after 
the plant at Visakhapatnam was inaugurated by tbe Deputy 
Prime Minister, Mr Morarji Desai, on December 10, 1987 and 
soon output of complex 26-28-0 fertiliser wgs start^ in FelA 
ruary 1968. Within a few months the unit started operating 
at about 80 per cent of its capacity. In view of the tact that 
Coromandel’s principal marketing area was affected by drought, 
tbe sales fell abort of original forecasts. The result was that 
stocks had to be carried over beyond the main plantation 
peruxi, he added. Promotional programmes by the company 
and sales efforts by E.I.D.—Parry created popular acceptance 
of Gromor. The chairman indicated that the company wlU 
continue to focus its saies promotion programme in the state 
of Andhra Pradesh, although certain adjomiug orcas will also 
be exploited for this purpose. To facilitate sales and to avoid 
fluctuations, increased Held warehousing was undertaken so 
that fertilizers could be supplied to tbe cultivators at the tune 
of requirement from locations near their farms. 

Dr Bharat Ram indicated that the union government had 
issued a letter of intent to Coromandel in connection with 
the expansion progrermne. Progress in this direction had, 
however, been delayed for aeveral reasona including the need 
to analyse operating charaeteriatics of the existing units. The 
issue was being studied in order to determine the feasibility 
of expansion and diversification of th« present unit at 
Visakhapatnom. 

CANARA BANK 

Mr K. P. J. Prabhu, Chairman, Canara Bank Ltd, revealed 
in a statement issued at the annual general meeting held 
recently that the bank had recorded all round improvement 
in its performance during 1968. Total deposits of the bonk 
increased from Rs 126.56 crores to Rs 146.44 crores at the 
end of 1968. Advances also increased by nearly 20 per cent 
to reach a figure of Rs 98.72 crores. This improvement by 
the bank was acMeved by expanding Its sphere of influence 
through increased number of branches. The company opened 
a record number of 33 new branches, during the year 1968, 
of which 16 were in small rural centres and five in semi-urban 
centres. In as many as 17 places there were no banking fnf.i|hin 
available previously. New branches were also opened in 
placet sudi as Agra, Jamshedpur, Indore and Farldabad. The 
bank tried to keep down costs at certain places by opening 
one-man banking otficea. The bank also experimented by 
opening a branch in a centraUy.4ocated village to cater to the 
banking requirements of a group of selected villages around 
through visiting represenUUves. The chairman also Indicated 
that during tbe year Pangal Nayak Bank Ltd, Udipl, come 
into ita fold under an agraament of volunUry Uke-over of 
Its seloctlve assets and outilde UabUities. The Canara Bank. 
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he added, acquired 22 additional braochea as a result of this 
take-over. 

Mr Prabhu pointed out that the bank took several xneasurea 
duriuK the year to improve its creuit assistance to the pre- 
lerreu credit sectors, in the lirsi place, it liberalised lendmg 
terms to sntuli-scaie industries by reducing margin require¬ 
ments lor both term linanco and working finance. The bank 
also cotiunenced granting hypothecation advances to deserving 
units so Itiut their prouucuon programmes were not hampered 
in Uieir auempi to obtain key loans against stock. Moreover, 
the brancu managers were vested witn wide discretionary 
powers to make advances to small industries without prior 
reference to head otfice. The bank also strengthened its field 
staff for on-the-spot study for the needs of the small-scale 
unite. • 

The chairman stated that the bank adopted a similar ap¬ 
proach in the rural areas, showing more interest towards farm¬ 
ers. The bank experienced that more and more farmers were 
making use of loan services for tractors, reclamation of land, 
building of farm sheds, purchase of bullocks, setting up of 
ancillary occupationa such aa poultry and dairy. The bank, 
be added, hud been granting - gold loans on liberal terms, 
particularly to cultivators. It was felt that these loans, apart 
from being seasonal in character, reduced dependence of 
farmers on village money tenders and thereby made the farmers 
progressively bank-minded. The bank had also started its 
agricultural finance unit which bud already sanctioned more 
than 1,489 loans to tkie extent of Its 1.82 crores. He further 
stated that a sebume of loans for purchase of vehicles such 
as cars, scooters and motor bicycles to eligible borrowers had 
been devised. In this manner, the bank had tried to expand 
its areas of operation to prove useful to a large number of 
cliwts. 

HINDUSTAM LEVER 

Hindustan Lever recorded a substantial Increase in the 
■ales of its mailt products during 1868, but the turnover dropped 
marglually from Hs 83.28 crorcs in 1067 to Rs 82.58 crores in 
1868 due to lower average selling prices, reflecting Iowa raw 
material costs. I^fit after tax and after charging capital ex¬ 
penditure on scieutific research improved from Rs 200 lakhs In 
1907 to Rs 216 lakhs in 1968. New projects completed during 
tbs year included a perfumery chemicals manufacturing unit, 
extension to its research centre at Bombay and animal feeding 
■tuffs plant at Ghoziabad and •Tiruchirapalll. The directors 
propose to recommend to the annual general meeting a final 
dividend of 60 paise per share, subject to deduction of tax, 
thus mointaining the total dividend at the 1967 level of Rs 1.40 
per share. 

COCHIN REFINERIES 

The Cochin Refineries Ltd, a pubUc sector undotaking, has 
declared its maiden dividend. Out of the current year's profit, 
the company has allocated Rs 147 lakhs lor payment as divi¬ 
dend to the shareholders and transferred Rs 20.8 lakhs to the 
general reserve. The company paid a bonus of 10 per cent to 
the workas in 1966-67 and lOi per cent in 1967-68. The divi¬ 
dend n>prcsunt.s 21 per cent return on the equity investment 
The gross dividend to the government works out to Rs 77 lakhs, 
to the Govominent of Kerala Rs 10.50 lakhs and to PhlUiiw 
Petroleum Company Rs 38.80 lakhs. A cheque of Rs 77 lakhs 
was recently presented to the Minister lor Petroleum and 
Chemicals and Mines and Metals, Dr Triguna Sen, by the 
Managing Director of the Cochin Refineries Ltd, Mr C. R. 
Pattabhiraman. The Cochin Refineries made a profit of 
Rs 336.12 lakhs in the second year of its operation in 1967-88. In 
the previous year, the company's net profit before tax was 
Rs 110.7 lakhs which was transferred to the development re¬ 
bate reserve. The refinery proposes to embark on expansIoD 
of its capacity from the present 53,500 barrels to 70,000 barrels 


per day by the middle of 1872. The Cochin Refineries has been 
set up as a collaboration between the union govwnment, PhUlipc 
Petroleum Company of the USA and Duncan Brothers to pro¬ 
cess about 2.5 million tonnes of crude oU pa annum. The re¬ 
finery went on stream in September, 19M and has been in 
commercial production since May, 1987. 

SYNTHETICS & CHEMICALS 

The Flrestmie Tire and Rubba Co., which holds 25 per 
cent of the paid-up equity capital of Synthetics and Chemicals 
Ltd, called an Infamal meeting of the shareboldas of the 
latter company In Bombay on March 21 to discuss with them 
the issue of the company's sole selling agents. Firestone felt 
that it was unnecessary for the company to have any selling 
agents and that it would be economical and efficient to handle 
sales through Its own organisation. It was opposed to the 
renewal of the appointment of KUachand Oeveband and Co. 
Private Ltd os the sole seUing agents of the company. 

J. K. COTTON 

J.K. Cotton Spinning and Weaving Mills Co. Limited, pro¬ 
prietors of J.K. Rayon and J.K. Electronics, are Issuing 25,000 
(10 per cent) cumulative redeemable preference shaes of 
Rs 100 each at par. The subscription list will open on March 
25 and close on April 1 or earlier but not before March 31. 
The amount will be utilized for financing the company’s tele¬ 
vision project. The company has been Issued an industrial 
licence for the manufacture of 10,000 television sets a year. 
It will be expanded further in due course. It has made arrange¬ 
ment with the National Research Development Corporation of 
India, New Delhi, for the necessary know-how developed by the 
Central Electronics Engineering Research Institute, Pilani. 
The factory will be located at Kanpur. 

BAYER (INDIA) 

Bayer (India) Ltd baa recorded a gross profit of Rs 17.83 
lakhs during 1808 against a loss of Rs 3.38 lakhs for the pre¬ 
vious year in the woke of an increase in sales to Rs 4.20 crores 
from Rs 2.77 crores. The outlook for the current year is fair 
with the company expecting a total tumova of Rs 6 crores. 
Out of the profit, the board has provided Rs 46.84 lakhs for 
depreciation and Rs 11.10 lakhs for development rebate re¬ 
serve with the result that tiie year’s accounts show 
a net loss of Rs 40.30 lakhs. The total deficit of 
Rs 164.09 lakhs, including the loss of Rs 123.78 inkiia 
brought in, has been carried forward. The company’s rubba 
chemicals and pharmaceutical divisions have achieved progress 
during the year with a rise in Iwth production and sales. The 
pesticides division, however, had - a disappointing yea mainly 
because of the change in the government’s purchase policy. The 
sales of pesticides, which amounted to Rs 1.65 crores in 1968, 
are expected to rise to about Rs 2.20 crores this yea. 

PHILIPS INDIA 

The directors of Philips India Ltd have proposed a final 
equity dividend of 10 per cent for the year ended December 31, 
1068. Together with an interim dividend of 10 per cent already 
paid, the total distribution for the year is 20 per cent (Rs 2 
per share of Rs 10 each) against 19 pa cent for 1967. The com¬ 
pany’s sales have increased from Rs 23.40 crores to Rs 26.55 
crores. Its waking has resulted in a pre-tax profit of Ra 4.58 
crores against Rs 4.3'5 aores in the previous yea. After provi¬ 
ding Rs 3.05 crores tor taxation and Rs 7 lakhs fa develop¬ 
ment rebate reserve, the net profit works out at Ra 148 lakhs. 
After providing Rs 10 lakhs for debenture redemption reserve 
and payment of Interim dividend of Rs 36.40 lakbs and afta 
writing back Ri 7.5S lakhs from development rebate reserve, 
there Is a disposable amount of Rs 107.07 lakhs, which has been 
transferred to genaal reserve. The final dividend, absorbing 
Rs 36.40 lakhs, will be paid out of the general reserve. The 
total dividend amount fa 1868 vidll bo Rs 78.80 lakha. 
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Amtitrdm-wknt Minihtrrhii uanan 


T«k/o—mM iu wtfttum im tmmmHV 


Going Places P Fly KLMI 
To any of the 96 cltlos In 66 countries! 


Fly with KLM and experience the world-famous KLM 
personalised service on the ground as well as in the air. 
Remember, KLM, now in its 50th year, has had longer 
than any other airline to perfect its reliability. 


Pick )rMir Ucitlfiatlen and saa 

a number of interesting cities on 
your way—in most cases at no 
extra fare! 

Avail of KLM’e eonvonient low- 
cost city package trips and 
enjoy a care-free, relaxed stay in 
each city you visit. 

Taka my of KLM'sfaur woakiy 
Super DC-a |ot flights out of 
India. To Tokyo via Ban^ok and 


Manila on Mondays from 
Calcutta, on Fridays from Delhi. 
To Amstetdaffl on Saturdays from 
Calcutta, on Tuesdays from Delhi 
with attractive stops on route: 
Athens, Zuricb/Frankfurt. 
Combine your air Journey with 
sea Journey, if you so desire, and 
let KLM book your passages.You 
still get (he benefit of round trip 
reduction. 


Ask your Travel Agent for 
details about the various KLM 
facilities or contact the nearest 
KLM office or KLM’s General 
Sales Agents in Ahmedabad, Goa, 
Indore and Madras. 



ROVAk DUTCH AlfCklNBffi 
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ESTIMATES OF NATIONAL INCOME 

(At Cacfent aaA Cteutant Prieca) 


I Net national product** Bar capita net Index number of net Index number of per 

(Ba crores) national product national product capita net national 
-- (Ra) (1948-40«100) product (1948-49=1001 


At current At 1948-48 At current At 1948- At current At 1948- At current ■ At 1948- 
prices prices prices 49 prices prices 49 prices prices 49 prices 


1948-49 . 


8650 

8650 

249.6 

249.6 

100.0 

100.0 

100.0 

100.0 

1048-50 . 


9010 

8820 

256.0 

250.6 

104.2 

102.0 

102.6 

100.4 

1950-51 . 

* • 

9530 

8850 

266A 

247.5 

110.2 

102.3 

106.8 

9931 

1951-52 . 


0970 

8100 

274Ji 

250.3 

115.3 

105J: 

109.9 

100.8 

1652-53 . 


9820 

9460 

265.4 

255.7 

113.5 

109A 

106.3 

102.4 

1853-54 . 


10480 

10030 

278.1 

266.2 

121.2 

116.0 

IIU 

106.7 

1854-55 . 


0610 

10280 

250.3 

267^ 

111.1 

118A 

100.3 

107.3 

1955-56 . 


9080 

10480 

255.0 

267A 

115.4 

12U 

102.2 

107.3 

1956-57 . 


11310 

11000 

283.3 

275.6 

130.8 

127A 

113.5 

110.4 

1957-58 . 


11390 

10890 

279.6 

267.3 

131.7 

125.9 

112.0 

107.1 ' 

1958-59 . 


12600 

11650 

303.0 

280.1 

145.7 

134.7 

121.4 

112.2 

1659-60 . 


12950 

11860 

304.8 

278.2 

149.7 

137.1 

122.1 

111.9 

1060-61 . 


14140 

12730 

325.7 

293.2 

163.5 

147J2 

130.5 

117.5 

1961-62 . 


14800 

13060 

333.6 

294.3 

171.1 

151.0 

133.6 

117.9 

1962-63 . 


15400 

13310 

338.4 

293.4 

178.0 

153JI 

1363) 

117.5 

1963-64 . 


17210 

13970 

370.9 

301.1 

109.0 

161.5 

148.6 

120.6 

1064-65 (P) . 


20430 

15000 

430.4 

316.0 

236.2 

173.4 

172.4 

126.6 

1965-68(P) . 


20340 

14680 

418.8 

301.8 

235.1 

169.5 

167.7 

120.9 

1966-67(Q) . 


23120 

14960 

465.2 

300.8 

267.3 

172.8 

186.4 

120.5 

Annual growth rate during 










First Plan . 


0.9 

3.6 

—OJ) 

1.6 





Second Plan 


7.3 

4.0* 

5.1 

U* 





Third Plan . 


7.5 

2.9 

5.2 

0.6 






(P) Preliminary Estimates. (Q) Quick Estimates. 

** National Income. 

* The estimates of production of foodErains from 1959-60 and those of sugarcane from 1960-61 are not stricUv comparable 
with those for the earlier years. Adjusted for such statistical changes, the annual increase in total national income 
and in per capita Income during the second Plan period works out to 3A per cent and 1.7 per cent respectively. 


GROSS NATIONAL PRODUCT AND NET NATIONAL PRODUa 

(BeTlsed series) 


Year 


Gross national product Net national product Per capita net 
(Bs crores) (Rs crores) national product 

(Rs) 

At current At 1980-61 At current At 1960-61 


Index number of net Index number of per 
national product capita net national 
(1960-61 Base) product(18eo-ei Base) 



prices 

prices 

pricies 

prices At current At 1960-61 
prices prices 

At current At 1660-61 At cur- 
prices prices rent prices 

At 1960- 
61 prices 

1960-61 (P) 

14010 

14010 

13274 

13274 

305.0 

305.0 

100.0 

100.0 

100.0 

100.0 

1961-62(P) 

14870 

14582 

14060 

13797 

310.0 

309J 

106.0 

103.9 

103.6 

101.6 

1962-63(P) 

15832 

14950 

14902 

14069 

327.0 

308.7 

112.3 

106.0 

lOli 

101.2 

1963-64(P) 

18114 

15792 

17122 

14881 

366.9 

318.9 

129.0 

112.1 

120.3 

104.6 

1964>6S(P) 

21106 

16919 

20087 

15943 

420.2 

333.5 

151.3 

120.1 

137.8 

109.3 

1965-66(P} 

21771 

16037 

20573 

15039 

420.0 

307.0 

155.0 

113.3 

137.7 

100.7 

1966-67 (P) 

24090 

16247 

23651 

15206 

47U 

302A 

178A 

114.6 

154.6 

09.3 

1867-68(F} 

29342 

17632 

27901 

16559 

542.3 

321A 

*210JI 

124.7 

177.8 

105.5 

Annual growth rate during 










Third Plan 

9.2 

2A 

9.1 

3J 

6.6 

0.1 






(P) Figures are provisional. 
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Industry 

1860-65 average 
annual growth 

rate 

(per cent) 

Percentage growth In the .vcai» over 
preceding year 


1966 

1967 

Jan.-Sept. 1068* 
(provisional) 

Machinery except electrical 

27.8 

-tI8.0 

t '0.2 

*’ +10.6 

Manufacture of wood and cork except furniture 

27.0 

-14,2 

f 8.2 

- 1.7 

Metal products 

21.1 

+ 1.9 

— 8.3 

— 8.3 

Electrical machinery 

30.9 

+10.0 

4- 8J5 

+ 10.4 

Transport equipment 

20.9 

--19.5 

-11.9 

-i' 0.6 

Electricity generated 

18.3 

+ 8.9 

1 11.0 

i 16.0 

Ba.‘'ie m^als 

Mfg. of footwear and cither wearing apparel and made up 

16.0 

i 3.6 

-• 4.4 

4 5.9 

textile goods 

13.9 

i 8.7 

f 5.5 

- 2.6 

Rubber products 

11.9 

+ 0.5 

\- 7.0 

+12.2 

Petroleum productf 

11.4 

•f-24.9 

1 19.6 

i-11.9 

Chemicals 
of which: 

10.8 

\ 8.3 

1 3.3 

+ 8.6 

Pertlli/ers 

10.5 

+ 7.1 

i-26.5 

12S.8 

Synthetic filircs 

14.8 

+ 4.2 

+ 14,3 

i 6.5 

General Index 

18.2 

i- 1.0 

- 0.5 

) 5.6 

Non-metallic mineral prociucts 
of which: 

9.8 

- 0.1 

1 4..5 

1.2 

Cement 

7.0 

1' 4.6 

+ 2.1 

r 3.5 

leverage and tobacco industries 

O..*! 

i- 7.7 

6.0 

f 7.8 

Paper and paper products 

9.4 

+ 8.8 

-t 4.4 

+ 11.4 

Mining and quarrying 

6.;; 

+ 4.1 

-- 0.9 

+ 4.0 

Food mfg. industries 

•» ;i 

+ 3.5 

- 12.2 

- 3.0 

Leather and fur products (except footwear) 

■1.5 

-- 1.5 

- 3.0 

11.8 

Mfg. of textlle.s 
of which: 

3.0 

— !>.l 

- 1.2 

+ 7.2 

Cotton textiles 

2.3 

— 4.0 

— 1.5 

:■ 9.6 

Woollen textiles 

7.3 

— 3.0 

- 5.5 

+ 9.9 

Jute manufacture 

4.1 

- 16.5 

1 3.7 

• 3.0 


* Percentage rise or fall over January-September 1967. 


CONSENTS FOB CAPITAL ISSUES 

(Rs crores) 



1961 

1962 

1963 

l!i64 

1965 

IlXili 

1967 

IU68(F} 

Consents granted by the CCI for the 









Issnc of capital* 

(i) All companies 

248.0 

381.5 

544.3 

392.3 

273.8 

460.4 

234.6 

143.2 

(a) Industrial 

220.6 

346.3 

463.5 

33S.R 

232.7 

.397.8 

208.8 

128.7 

(b) Others 

27.4 

35.2 

80.8 

56.5 

4.3.1 

68.0 

25.8 

14.5 

(ill (a) Government companies 

6&.0 

162.1 

306.7 

187.5 

U«).3 

181.7 

2.4 

5.8 

(b) Non-government companies 

185.1 

210.4 

237.6 

224.8 

166.5 

284.7 

232.2 

137.4 

(iii) (a) Bonus 

10.4 

13.5 

tO.9 

4.1 

4.9 

147.0 

47.9 

33.6 

(b) Others (including initial, 
further, debentures 

and loans) 

237.6 

368.0 

533.4 

388.2 

276.9 

;tl2..3 

186.7 

109.6 

(iv) (a) Residents 

213.8 

326.4 

417.9 

322.2 

191.5 

374.3 

171.9 

107.6 

(b) Non-residents 

34.2 

5.5.1 

126.4 

70.1 

81.3 

92.1 

62.7 

35.6 

Capital raised against snch consents 

by companies In the private sector** 

101.4 

108.3 

94.5 

95.2 

102.6 

78.6 

84.8 

56.1 


* Figures from 1967-68 onwards are not strictly comparable with those of the preceding years cm account of the ebanges 
made under the Capital Issues (Exemption) Order, 1066. Under this order, all issues of capital, other than the 
issues of bonus shares, by private limited companies, i.ssue of capital by government companies which does not Include 
an offer to the public, and bonking and insurance companies have been exempted from the provisions of Sections X 
4 and 5 of the Capital Issues (Control) Act. As regartls public limited companies, those satisfying certain laid down 
financial criteria have to obtain only a “No objection” fiom the Controller ot Capital Issues, and no specilic consent 
is required. A specific consent Is needed only If any departure from the estaliUshcd criteria is involved. “No ohjei 
tions” were issued from 4-11-1966 onwards, and figures of consents thereafter include “No objections". 

** (^endar years; comprises equity, preference and debenture capital. P: Provisional. 
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ASSISTANCE SANCtlONEl) AND DISBI'RSBD B¥ FINANCIAL INSTITimONS 


(R8 crores) 


1901-62 

1962-63 

1063-64 

1964-6.5 

1965-66 

1966-67 


1987-68 

Niiirie of Institution 














Sane- 

Die- 

Sane- 

Dis- 

Sane- 

Dis- 

Sane- 

Dis- 

Sane- 

Dis- 

Sane- 

DU- 

Sane- 

DU- 

tinned bursed tioned bursed 

tioned 

bursed 

tioned bursed tioned 

bursed 

tioned 

bursed 

tinned 

bursed 

IFC 26.7 

8.3 

21.1 

16.2 

35.1 

20.5 

24.6 

20.1 

45.0 

27.1 

21.7 

3U 

20.8 

23.9 

ICICI I5.B 

7.0 

19.3 

10.3 

23.3 

11.4 

23.1 

17.0 

29.6 

29.3 

18.1 

22.6 

15.3 

20.4 

IDBI 

Slate Financial 

•• 

... 

... 

... 

... 

21.3 

18.7 

66.8 

35.3 

57.9 

49.8 

27.9 

41.6 

Corporations 13.3 

State Industrial 

9.0 

19.8 

12.0 

18.1 

13.8 

22.7 

14.2 

2,5.3 

18.0 

21.7 

18.2 

19.8 

16.2 

Development Cor¬ 
porations 






2.5 

1.3 

1.7 

1.4 

2.6 

2.5 

2.4 

2.1 

National Industrial 
Development Cor¬ 
poration 4.8 

Unit Trust of 

2.5 

2.7 

3.5 


2.3 


1.5 


OA 


0.7 


0.4 

India 






8.9 

7.7 

2.2 

1.8 

5.2 

3.0 

8.4 

5.7 

Lie 














(a) Private 














.'wetort 

10.5* 


i8.8** 


14.9 


15.2 


23.9 


9.5 


10.1 

(b) Co-operative 














.sector 

2.9* 


11.7** 


9.8 


10.7 


12.4 


15.7 


18.6 


Noted: I. Excvpl in the case of LIC tieures are on a financial year basis (April—March). Data relating to UC are for finan* 
rial years only from 1963-64 onwards. 

3. In the rase of IFC and ICICI figures from 1965-66 are on post-devaluation basis. 

3. Prior to the institution of the IDBI, the Refinance Corporation for Industry had given refinance facilities of the total 
value of Rs 65.5 crores since its inception In 1958 to August 31, 1964, of which the refinance disbursed totalled 
R.S 42.2 crores. During the period July, 1964 to June, 1965, the IDBI, which took over the RCI, disbursed refinancing 
facilities of Rs 21.2 crores. 

4. Data in respect of SIDCs relate to six SIDCs for the years 1906-67 and 1967-68. f Relates to debentures, preference 
Shari'S and ordinary shares in the private .sector only. * Calendar year. ** Refers to the period 1-1-1962 to 31-3-1963. 


NET AVAILABILiry, PROCUREMENT AND PUBLIC DISTRIBUTION OF FOODGRAINS 



Net pro¬ 

Imports Net avail- 

Procure- Public dU-Col. 3 

Col. 5 

Col. 6 as 

Year 

duction of 


ability of 

ment 

tribution 

as % 

as % of 

% of 


foodgrnlns 


foodgrainsAO 


of col. 4 

col. 2 

Col. 4 



Million tonnes 




Percentage 

(1) 

(2) 

(3) 

(4) 

(5) 

(0) 

(7) 

(8) 

(9) 

1951 

48.05 

4.80 

52A6 

3.83 

7.00 

9.2 

8.0 

15A 

I9!>2 

. 48.57 

3.93 

51.88 

3.48 

6.80 

7.6 

7.2 

13.1 

1953 

53.96 

2.04 

56.48 

2.09 

4.60 

3.6 

3.9 

8.1 

1954 

63.16 

0.84 

63.80 

1.43 

2.15 

1.3 

2.3 

3.4 

1055 

. 61.78 

0.71 

63.24 

0.13* 

1.64 

1.1 

OA 

2.6 

1950 

00.57 

1.44 

62.61 

0.04 

2.08 

2.3 

0.1 

3.3 

1957 

. 63.29 

3.65 

66.08 

0.30 

3.05 

5.5 

0.5 

4.6 

19.56 

58.20 

3.22 

61.69 

0.53 

3.08 

5.2 

0.9 

8.5 

1959 

. 68.85 

3.87 

72.23 

1.B1 

5.16 

5.4 

2.6 

7.1 

1960 

. 67.11 

5.14 

70.85 

1.28 

4.94 

7.3 

1.9 

7.0 

1961 

. 71.76 

3.50 

75.43 

0.54 

3.98 

4.6 

0.8 

5.3 

1962 

72.37 

3.64 

78.37 

0.48 

4.37 

4.8 

0.7 

5.7 

1963 

70.13 

4.56 

74.71 

0.75 

5.18 

6.1 

l.I 

6.9 

1964 

70.56 

6.27 

78.07 

1.43 

8.67 

8.0 

2.0 

11.1 

1985 

77.87** 

7.46 

84 A7 

4.03 

10.08 

8.9 

5.2 

12.0 

1966 

63.02** 

10.36 

73.24 

4.01 

14.08 

14.1 

6.4 

I9A 

1967** 

64.96 

8.67 

73.87 

4.47 

13.16 

11.7 

6.9 

17.8 

1968** 

83.04 

5.65 

87.58 

6.60 

10.50 

6.5 

7A 

12.0 


• Includes purchases under Price Support Scheme. •• Provisional. 

$i) Net AvallabilitysNet production + Net imports + Change in government stocks. 
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